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Do  Not  Take 
From  the  Library 


Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California 
1915,  Section  623 
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of  course.  As  one  of  the 
^         world's  largest  software  companies, 
^     we're  developing  software  that's  changing 
the  way  business  works.  For  instance,  our  group 
productivity  software,  Team  WARE'",'  is  helping  people 
in  companies  around  the  world  communicate,  share 
nformaticn  and  work  together  better.  cP  Our  object- 
)riented  database  engine  and  tools  are  driving  new 
nultimedia  and  Internet  applications  that  bring  people 
and  information  together.  And  WebWorld,  our  website 
technology,  brings  companies  and  their  customers 
together  in  lively  interactive  virtual  worlds. 
CP  So  we  suggest  you  look  into  Fujitsu 
software.  It's  where  everything 
comes  together. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


What  size 
neighborhood 
does  your 
electric 
company 
serve? 


As  the  largest  generator  of  low  cost  electricity  in  America  we've  taken 
our  resources,  expertise  and  customer  service  to  4  continents  and  30 
countries.  Which  translates  into  satisfied  customers  all  over  the  world. 

SOUTHERN  A 
COMPANY 

httpv/www.southernco.com.  Energy  to  Serve  YourWorU 

P  1996  Southern  Company  / 
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ELMO,  AUN,  AND  OTHER  ORACLES 


Once  more,  ive  venture  out 
onto  the  limb  and  offer  you 
our  prognostications.  They're 
formulated  with 
equal  parts  of 
analysis,  gut  feel, 
and  prayer. 
BILL'S  WOES.  As- 
sorted scandals 
will  get  a  lot 
messier  for  the 
President.  He'll 
escape  personal 
Whitewater  culpa- 
bility. But  it's 
even  money 
whether  Hillary 
Clinton  will  be  named  an 
unindicted  co-conspirator  for 
not  telling  the  truth  about  her 
involvement  in  land  transac- 
tions and  for  the  lost-then- 
found  documents.  Plus,  the 
Supreme  Court  will  let  Paula 
Jones  proceed  with  her  sexu- 
al-harassment case,  although 
the  President's  lawy^ers  will 
delay  a  trial  date  into  1998. 
NEWTS  WOES.  Much  of  Clin- 
ton's problems  will  be  Newt 
backlash.  Newl  Gingiich  will 
win  reelection  as  House 
Speaker,  but  he'll  have  lost 
so  much  clout  that,  later  on. 
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he  will  step  down.  This  all 
stems  from  false  statements 
he  made  to  the  House  Ethics 
Committee  about 
how    a  college 
course  he  taught 
was  financed.  His 
fate  will  prompt 
Republicans  to 
show  no  mercy  to 
the  Clintons. 
MOVIES.  When 
will  Hollj'vvood 
moguls  leam  not 
to  go  near  the 
water?  Titayiic, 
the  big  summer 
flick  fi"om  Twentieth  Centu- 
ry Fox  and  Para- 
mount, will  be  the 
soggiest  box-office 
disaster  since  Uni- 
versal's  Watoivorld. 
At  .$12.5  million  and 
gi'owing,  sjjending  on 
Titanic  will  be  too 
much  for  the  studio 
partners  to  recoup 
fi'om  revenues. 

STOCKS.  Due  to  Tick-  dial  for  dollars 
le  Me  Elmo,  there's 
trouble  brewing.  The  market 
will  slump  by  midyear  before 
recovering  somewhat,  to  fin- 


TALKSHOW  uif  you  don't  know  where  you  are  going,  yoi 
will  probably  end  up  somewhere  else.'' 

— The  Peter  Principle,  by  Laurence  Peter  and  Raymond  Hull 


TITANIC: 


MALONE:  Will 


ish  slightly  below 
the  level  it  started 
at  in  January.  For- 
get earnings  fore- 
casts, inflation  out- 
looks, even  skirt 
lengths  as  telltales. 
The  1984  market 
swooned  after  the 
Christmas,  1983, 
craze  over  the 
Cabbage  Patch 
Kids.  So  the  Ehno 

wackiness,  a  sort   

of  Tulipmania  of  our  time, 
bodes  a  reprise. 
INTEREST  RATES.  You  want  a 
more  conventional  analysis? 
Call  this  one  Tickle  Me  Alan. 
Look  for  the  Fedei*al  Reser\'e 
to  hike  short-term  rates  a 
quarter-point  early  in  '97. 
That's  because  the 
economy  will  turn  in 
a  siuprisingly  robust 
performance.  Chair- 
man Alan  Greenspan 
has  been  looking  for 
just  such  an  excuse 
to   cool  down  the 
stock   market.  By 
fall,    though,  the 
economy    will  be 
slow  enough  for  a 
rate  cut. 
AUTOS.  Japanese  carmakers 
will  start  coming  on  strong 
with  light  trucks — pickups. 


An  SOS  for  the  movie,  too? 


sport  utilities,  minivans- 
area  where  they've  not  b 
veiy  competitive.  Honda's 
spoil  ute,  the  CRV,  and  T 
Ota's  new  minivan.  Sienna, 
add  impetus  to  Japan's  U 
mai'ket-shai-e  gains  from  a 
CABLE.  Dial  M  for  Merger 
the  nation's  two  largest 
ble  operations.  Time  Wa 
er's  cable  properties  will 
spun  off  to  US  West.  T( 
Communications  Inc.  hone 
John  Malone  will  chop  u]:i 
company  and  sell  pieces  i 
to  such  buyers  as  Ne 
Corp.  and  Sumitomo. 
CHIPS.  AMD's  upcoming 
chip  will  equal  Intel's  best 
performance — and  cost 
While  .AMD  lacks  the  chipm; 
ing  capacity  to  bump  In 
from  its  No.  1  perch,  K6's  s 
cess  will  biTiise  Intel's  prid 


SMARTEST  MOVES  OF  1996j 


1.  Bill  Clinton  masterfully  hewed  to  a  more  conservative  line  to 
revive  his  political  fortunes  and  mn  a  second  term.  By  co-opt- 
ing Republican  positions  on  such  issues  as  welfare  reform,  he 
stopped  Bob  Dole  from  painting  him  as  a  liberal. 

2.  Boeing's  romp,  gaining  huge  jetliner  orders  and  a  finalist's 
berth  to  build  a  new  fighter  plane,  came  at  Mc- 
Donnell Douglas'  expense.  So  a  weakened  McDon- 
nell finally  assented  to  merge  with  Boeing,  whose 
lead  m  the  aerospace  world  widens. 

3.  Reversing  course,  Microsoft  went  full  tilt  into  the 
Internet.  Now,  the  software  giant,  in  competition 
with  smaller  Netscape,  stands  a  good  chance  of 
dominating  cyberspace. 

4.  When  the  midsummer  market  dip  shook  up 
many  big-time  investment  gurus,  Goldman  Sachs's 
Abby  Joseph  Cohen  wisely  advised  staying  in  eq- 
uities. Stocks  then  took  off  once  again. 

5.  Louis  Gerstner  returned  IBM  to  the  task  of  fo- 
cusing on  customer  needs.  The  result  is  a  rebound  for  Big 
Blue,  once  written  off  as  a  corporate  dinosaur. 


TRICKY 
TARGET 

for  Dole 


DUMBEST  MOVES  OF  1996 


1.  Apparently  because  of  questionable  safet 
procedures  and  lack  of  FAA  oversight,  a  Vali 
Jet  airliner  crashed  into  the  Everglade; 
killing  110. 

2.  Fidelity  Magellan  Fund  manager  Jeffre 
Vinik  kept  almost  half  its  assets  out  of  th 
stock  market  and  missed  the  big  runup. 

3.  Financier  Bennett  LeBow  blew  any  chanc 
of    taking    over  RJR 
Nabisco  after  his  Liggett 
cigarette  company  settled 
smoker  lawsuits.  Tobacco 

stocks  got  pummeled,  hurting  institutional 
investors  he  needed  to  win  RJR. 

4.  China's  saber-rattling  at  Taiwan,  to  affect  -T^. 
its  presidential  election,  backfired.  Beijing's  Tf-^ 
nemesis,  Lee  Teng-hui,  won  in  a  landslide. 

5.  Sumitomo  stood  by  while  a  copper  trad- 
er, Yasuo  Hamanaka,  lost  $1.8  billion  in  SAFETY:  WJiere 
unauthorized  trades.  was  the  FAA? 


LeBOW:  Suits 
smoked  him 
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SYS    T    E    M  S 


You  know  the  feeling.  Your  boss  appears 
in  the  doorway,  asking  for  information 
that  your  current  HR  software  just  can't 
produce  on  demand. 

Fortunately,  with  a  Human  Resource 
Management  System  from  ADP,  every- 
thing from  benefits  projections  to 
staffing  analyses  is  just  moments  away. 
Because  our  systems  are  so  flexible,  they 
allow  you  to  access  die  information  you 
want,  the  way  you  want  it. 

And  with  over  20  years  of  HR  expe- 
rience, ADP  will  be  there  to  guide  you 
every  step  of  the  way.  From  cur- 
rent system  analysis  to  new  system 
implementation  to  ongoing  mainte- 
nance, we'll  provide  a  support  team 
dedicated  to  your  needs. 

No  wonder  over  5,000  companies 
rely  on  ADP  for  HR  solutions.  Whether 
your  company  is  LAN-  or  WAN-based, 
m'  requires  single-user  or  cUent-server  plat- 
W-  forms,  we  provide  solutions  that  seam- 
lessly integrate  your  HR,  benefits  and 
payroll  information. 

So  the  next  time  your  CEO  asks  for 
information,  you'll  be  able  to  deliver  it  on 
the  spot.  To  find  out  more,  visit  us  at 
adp.com  or  call  for  a  free  demo  disk. 


800   CALL  ADP 


Up  Front 


BET  YOU  CANT  AGE 
THIS  TEST  

Take  out  a  dean  sheet  of  pa- 
per— and  no  cribbing  from 
ijmcr  neighbor.  Let's  see  if  you 
know  your  business  news. 


I.  Who  has  been  the  acting 
Assistant  Attorney 
General  for  an- 
titrust, replacing 
Anne  Bingaman? 

2.  Who  is  the  once- 
anonymous  author 
of  the  best-seller 
Primary  Color  si 

3.  By  how  much 
did  Bob  Dole  want 

 to  cut  federal  per- 
sonal-income taxes? 

4.  Who  spat  in  an  umpire's 
face,  almost  prompting  a 
nationwide  ump  walkout? 

5.  By  how  much  did  a  Senate 
advisory  panel  say  the  con- 
sumer price  index  overstates 
inflation  per  year? 

6.  Name  Eli  Lilly's 
schizophrenia  ding  that 
competes  with  Johnson 
&  Johnson's  Risperdal. 

7.  Among  home-computer 
sellers,  Apple  Computer  has 
slipped  to  what  place? 

8.  Former  Clinton  fimd- 
raiser  John  Huang  once  ^ 
headed  what  Indone- 
sian-owned U.  S.  bank? 

9.  Who  replaced  Jeff 
Vinik  as  manager  of 
Fidehty  Investments' 
Magellan  mutual  fund? 

10.  How  many  times 
did  the  Fed  lower  in- 
terest rates  in  1996? 

I I .  Scott  Adams,  ere 
ator  of  the  Dilbert 
comic  strip,  worked  at  what 
company? 

12.  Archer  Daniels  Midland 
execs  pleaded  g"uilty  to  fixing 
prices  on  what? 

13.  Name  Ross  Perot's  1996 
running  mate. 


OVITZ:  A  bad 

Disney  ride 


be 


14.  Why  was 

Wall  Street 
upset  over 
John  Walter's 
hiring  as 

AT&T's     No.  2 

exec? 

15.  What  will 
a  merged  Brit- 
ish Telecom 
and  MCI  Communications 
called? 

16.  Name  the  length  and  dol- 
lar amount  of  Shaquille 
O'Neal's  Los  Angeles  Lakers 
contract. 

17.  What  percentage  of  the 
popular  vote  did  Bill  Clinton 
win  on  Nov.  5? 

18.  Name  the  person  who 
headed  the  1996  Olympic 
Games  in  Atlanta. 

19.  Before  his  ill-fated  tenui-e 
at  Walt  Disney,  what  compa- 
ny did  Hollywood  honcho 
Michael  Ovitz  head? 

20.  What  did  Boeing  purchase 
fi-om  Rockwell  International? 

2 1 .  What  important  federal 
position  has  Charlene 
Barshefsky  held? 
22.  Is  Miller  Brew- 
ing's   new  Red  Dog 

beer  a  hit  product? 

23.  Name  the  redesigned 
vehicle  that  Chrysler  has 
brought  out  to  jazz  up  com- 
pact-tnick  sales. 

24.  In  1996,  United  Auto 
Workers  hit  General  Motors 

with  how  many  strikes? 
25.  Wliich  ex-congi'ess- 
man    from  Chicago 
began    a  17-month 
mail-fraud  sentence  in 
April? 

RED  DOG:  New  26.  Who  quit  in  July 
Miller  brew      as  Borland  Interna- 

  tional's  ceo? 

Name  media  mogul 


THE  ARMCHAIR  OUTLOOK:  ROSY 


TRIVIA 
QUIZ 


27.  Name  media  mogul  Ru- 
pert Miu'doch's  choice  to  head 
all  of  News  Coip.'s  operations 
in  the  U.  S. 

28.  Who  is  slated  to  replace 
Deutsche  Bank  chief  execu- 
tive Hilmar  Kopper  in  May? 
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JUDGING      FROM  THE 

responses  to  our  Fourth 
Annual  Up  Front  Reader 
Survey,  business  week 
readers  are  an  opti- 
mistic bunch.  Of  the  230 
who  responded  to  our 
questionnaire,  some 
three-quarters  of  you 
believe  the  stock  mar- 
ket will  keep  climbing. 
What's  more,  an  over- 
whekning  majority  think 
there  will  be  no  reces- 
sion in  1997.  And  while 
slightly  more  than  half  of 
you  expect  a  downtuiTi 
within  two  years,  veiy  few 
fear  it  vdll  be  severe. 

Turning  to  Washington 
matters,  the  optimism  on 
balancing  the  federal  bud- 
get becomes  more  tem- 
pered. Almost  half  say  the 
prospects  are  "fair"  that 
President  Clinton  and  the 
Republican  Congress  will 
reach  an  accord. 

Technology  clearly  has 
become  an  established  part 
of  your  lives.  Nearly  two- 
thirds  of  you  suif  the  Web. 
And  look  at  how  you  an- 
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swered  our  survey:  45% 
responses  came  via  E-ms 
two  years  ago,  just  one  dij 
For  the  big  cyber-que 

  tion — what  will  be  tl 

next    Microsoft? — y<j 
nominated  67  differel 
companies,  which  d\ 
monstrates  the  vast  e 
ergy  and  diversity 
the   high-tech  reali, 
Many   of  tlie  outfi 
aren't  exactly  househo 
names,  at  least  ye 
Aura  Systems,  Platinu 
Software,  Atlante 
Netscape   has  the 
votes  (12),  barely 
beating      out — 
yes — Microsoft  it-  ' 
self  (11). 

We  also  asked 
you  about  Sun- 
beam's controver- 
sial CEO,  Al  Dun- 
lap,  who  this  past  GOOD 
year  brought  out  OR  BAD 
a  book  glorifying  Dunlaj. 
his  harsh  corpo 


mo 


rate  turnaround  tactics.  Bi 
very  few  of  you  view  hi; 
so  positively.  Most  regai 
him  as  a  villain. 


•  Will  there  be  a  recession  •  Within  the  next 
in  the  next  year?  two  years? 


•  If  a  recession  does  hit,  •  The  chances  that  Preside 
will  it  be:  Clinton  and  Congress  will 

agree  on  a 
long-term 
balanced, 
budget 
plan  are: 


•  Sunbeam  CEO  Al  Dunlap  •  Do  you  surf  the  Web? 
is  a: 
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•  The  high 
point  for  the 
Dow  Jones 
industrial 
average  in 
1997  will  be: 


7,501-8 


8,000  OR  HIGHER  2%     6,000  OR  LESS  3% 
1 1 0%  ,  \     /  6,001-6,500  H 
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w  from  Prudential  Securities 


Now,  No-Load 
Doesn't  Have  to  Mean 
No  Financial  Advisor 


Introducing  PruChoice'" — Powerful  Combination  of  Choice  and  Advice 

The  freedom  to  make  choices  is  key  to  successful  investing.  But  sometimes  you  might 
also  need  the  help  of  a  professional.  And  that's  what  PruChoice^'*^  offers  you — the 
ability  to  choose  from  more  than  200  mutual  funds  ayid  the  expertise  of  a  Prudential 
Securities  Financial  Advisor  All  without  any  sales  charges  or  loads. 
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It's  as  easy  as... 

I Your  advisor  review. 
After  completing  the  PruChoice 
Investment  Planning  Questionnaire, 
you  and  your  Financial  Advisor  will 
discuss  your  investment  objectives,  time 
horizon,  income  needs 
and  risk  tolerance.  Then, 
using  a  customized  asset 
allocation  prepared  just 
for  you,  you'll  work 
together  to  map  out  a 
mutual  fund  strategy  best 
suited  to  your  needs. 

2 Zero  in  on  your  choice  of 
more  than  200  funds  and 
pay  no  soles  charges. 

PruChoice  makes  it  easy  to  select  the  right 
mutual  funds  by  focusing  your  choices  on  a 
select  menu  of  today's  most  popular  funds. 
Prudential  Investments  hand  picks  each 
fund  for  overall  quality  and  performance 
history  and  is  waiving  sales  charges  for 
load  funds  in  the  program. 
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3 Stay  up  to  dote  with 
regular  reports.  PruChoice 
helps  you  keep  a  close  eye  on  your 
portfolio  so  you'll  always  know  when  adjust- 
ments are  needed.  A  Quarterly  Account 
Mo7iitor  gives  you  a  compre- 
hensive look  at 
your  investment 
performance,  a 
detailed  record  of 
account  activity, 
and  timely  market 
commentaries.  And 
a  handy  Cost  Basis  Report  helps  simplify 
your  paperwork  at  tax  time. 

Enjoy  your  freedom.  PruChoice  is 
everything  you  need  to  build  a  rock-solid 
mutual  fund  investment  plan — objective 
financial  guidance,  access  to  hundreds 
of  popular  mutual  funds,  and  an  easy  way  to 
track  your  performance — all  in  one  place. 
And  all  for  one  low  annual  program  fee  of 
1.25%  of  assets.  Call  Prudential  Securities 
today  for  a  free  PruChoice  information  kit. 

1-800-654-5454  ext.  700 

www.prudential.com 


(S  Prudential 


K  complefe  information  about  any  fund  available  thiough  PruCboice,"  including  charges  and  expenses,  obtain  a  prospectus  by  calling  the  number  above  for  a  Prudential  Securities  bronch  nearest  you.  Please  read 
>  d's  prospectus  carefully  before  you  invest  or  send  money,  *1 2b-l  fees  may  apply.  ©1 1  /96  Prudential  Securities  Incorporated,  Member  SIPC. 


[  Second  Place,  Food  Chain  ] 


Nobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions^*^ 
helps  you  compete  better.  By  offering  copier  systems  and  integrated 
computer  networking  solutions.  By  managing  your  company's 
mailroom  and  copy  center.  And  by  handling  your  imaging  and  file 
conversion  needs.  We'll  use  the  latest  technology  from  companies  like 
Oce,  Canon,  IBM,  Microsoft,  Sharp,  Ricoh,  Novell  and  Compaq.  All 
backed  by  a  National  Service  Guarantee.  And  all  designed  to  help  your 
company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us. 


Work 
to  Win; 


www.IKON.com 


Microsoft  is  a  registered  trademark  of  Microsoft  in  ttie  U  S.  and  other  countries.  The  IBM  logo  is  a  trademark  of 
International  Business  Machines  Corporation.  Compaq  is  a  registered  trademark  of  Compaq  Computer  Corporation,  Novell 
is  a  registered  trademark  of  Novell  Inc.  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 
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SWEEPING  THE  MOB 
OFF  THE  STREET 


"The  Mob  on  Wall  Street"  (Cover 
Story,  Dec.  1(3)  is  an  excellent  and 
courageous  report.  I  say  "courageous" 
because  the  media,  businesses,  and  gov- 
ernment have  hidden  or  ignored  orga- 
nized crime  for  many  years. 

George  N.  Knudtzon 
Silverdale,  Wash. 

After  reading  "The  Mob  on  Wall 
Street,"  I  was  struck  by  the  amount 
of  information  Gary  Weiss  accumulated 
during  his  investigation.  I  was  also 
struck  by  the  implication  that  regula- 
tors do  not  regard  illegal  activity — par- 
ticularly potential  criminal  activity — as 
serious.  We  do. 

Enforcing  securities  laws  and  over- 
seeing NASDAQ  are  nasd  Regulation's 
top  priorities.  This  year,  it  has  brought 
a  record  number  of  disciplinaiy  actions. 

The  NASDAQ  stock  market  is  moving 


BusinessWeek 


TOO  BROAD  A  BRUSH? 

"Journalism  of  this 
nature  portrays  all  Ital- 
ian-American men  and 
women  working  in  the 
securities  industry  as 
dishonest  and  members 
of  organized  crime" 


to  increase  its  listing  standards  in  the 
small-capitalization  sector,  nasdaq  has 
delisted  300  companies  so  far  this  year 
to  protect  and  strengthen  the  market's 
quality. 

Allegations  of  market  manipulation, 
illegal  behavior,  and  actions  contrary 
to  our  rules  are  investigated.  The  re- 
sults are  swift  and  sure. 

Barry  R.  Goldsmith 
Executive  Vice-President 
NASD  Regulation  Inc. 

Washington 

You  say  "The  Mob  on  Wall  Street" 
was  based  on  a  three-month  investiga- 


CORRECTIONS  &  CURIFICATIONS 

"Making  Lincolns  boomer  bait"  (Nev 
Analysis  &  Commentary,  Dec.  30)  inciud 
incorrect  figures  provided  by  Ford  Motor  I 
November  sales  for  Lincoln  stiowed  a  rise 
2.1%,  not  a  decline  of  17.3%  as  Ford  ii 
tially  announced.  Also,  Lincoln-Merci 
General  Manager  James  G.  O'Conno 
name  was  misspelled. 

An  article  that  accompanied  the  Dec. 
Cover  Story  ("  1  can't  wait  to  go  online  a 
blow  something  up' ")  included  sevei 
errors.  The  name  of  Jack  Heistand,  ceo 
Total  Entertainment  Network  (ten),  was  mi 
spelled.  TEN  has  id  Software  Inc.'s  Qual 
not  Doom,  on  its  network.  And  Kesmai  Coi 
is  located  in  Charlottesville,  Va. 


tion  involving  the  review  of  "a  mo 
tain  of  documentation"  and  intervif 
with  "traders,  brokerage  executives, 
vestors,  I'egulatoi's,  law 
forcement  officials, 
prosecutors."  Despite 
this,  you  were  unable 
substantiate  the  asseri 
that  Mr.  Philip  Abrai 
"the  most  active  repu 
mobster  on  the  Street,' 
"the  hidden  control  per: 
behind  Sovereign."  T 
statement  is  both  false  j 
defamatory.  We  categc 
cally  deny  that 
Abramo  has — now  or  in  the  past — 1 
any  financial  interest,  ownership,  or 
trol  in  Sovereign. 

Thomas  W.  Hai 
Director  of  Compliai 
Sovereign  Equity  Management  Co 
Boca  Raton,  F 


The  NASD  expends  considerable 
fort  daily  on  the  issues  raised  in  y( 
story.  The  regulators  are  aware  of 
problems  and  are  working  to  get  th( 
people  in  prison.  However,  the  law- 
forcement  community  is  not  genera 
trained  in  this  area.  Other  regulate 
claim  they  either  do  not  have  jurisc 
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ationwide  Coverage 

SkyTel  was  the  first  to  offer  nationwide  paging. 
You  can  choose  to  use  this  service  all  the  time, 
or  just  when  you  need  it.      '  >^"  - 


internet  Access 

Communicate  with  millions  ■, 
of  Internet  e-mail  users 
through  your  pager. 


Voice  IVlaii  A; 

A  toll-free  voice  mail  system 
that  pages  you  when  you  have 
a  message.  '> 


Page  Recaii 

Retrieve  messages  when  you've 
been  out  of  your  coverage  area  or 
if  your  pager  has  been  turned  off. 


Can  your 


24-hiour 
Customer  Service 

Helps  you  anytime, 
;  '.  anywhere.       . ,,.  • : 


Abiiity  to  Repiy 

SkyTel  l-W ay'"  is  the  only 
paging  system  that  lets  you  respond 
to  messages  right  from  your  pager 


Whether  you  nee 
to  keep  you  in  toi 
to  make  it  all 


ally  or  a  sophisticated  system 
hnology  and  customer  support 

3  9  5  -  5  2  6  1 


SkKlel^ 

How  The  World  Stays  In  Touch^^ 
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>torola  FLEX™Pager 


Readers  Report 


tion  or  do  not  have  the  manpower  to  do 
what's  needed. 

I  am  an  examiner  at  the  nasd,  and  I 
can  tell  you  that  I've  spent  many  hours 
with  the  FBI  and  with  district  attor- 
neys and  Securities  &  Exchange  Com- 
mission people  working  on  just  these 
issues. 

Good  article.  My  compliments  to  Mr. 
Weiss. 

Chris  Tune 
Los  Angeles 

If  there  is  one  thing  true  about  the 
stock  of  Osicom  Technologies,  it  is  that 
it's  undervalued.  We  currently  rank  as 
the  fifteenth  largest  manufacturer  of 
computer  networking  equipment,  with 
products  that  have  garnered  recent 
awards  from  Data  Commwuications, 
Communications  Week,  and  Telecom- 
munications Magazine,  to  name  just 
a  few. 

It  therefore  seems  reasonable  that 
our  stock  should  trade  at  or  near  the 
same  multiples  as  our  competitors'. 
That  would  be  anywhere  from  3  to  12 
times  trailing  revenues  for  publicly 
traded  companies,  and  significantly 
higher  multiples  if  we  count  prices  paid 
for  recently  acquired  private  network- 
ing firms.  By  contrast,  our  stock  cur- 
rently trades  at  roughly  0..5  times  trail- 
ing revenues.  And  even  at  its  1996 
peak,  our  stock  traded  no  higher  than 
1.5  times  trailing  revenues.  So  if  there 
is  someone  out  there  "running  up"  our 
stock  price,  they're  doing  a  pretty 
lousv  job. 

Par  Chadha 

CEO 

Osicom  Technologies  Inc. 

A  problem  for  Corporate  America  is 
that  small  investors  may  avoid  invest- 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW, 
To  sign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week, 


Ma 


Ven 


Shopping  for  computer  equipment?  Visit  Maven,  our 
online  Computer  Buying  Guidp,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.niaven.businessweek.com 


YOU  AND  YOUR  HEALTH'  SERIES  ON  AOL 


Starting  Wednesday,  Jan.  8, 8  p.m.  est,  six 
leading  authorities  on  Alzheimer's  disease, 
cancer,  and  other  medical  areas  will  be  on 
America  Online  to  discuss  their  work  and 
what  it  means  to  you.  aol  subscribers  can 
join  in  the  discussions  by 
visiting  business  week's     -  PAia 
area  (keyword:  BW)  or 
by  going  to  the  Coliseum  (keyword:  ©Coli- 
seum). Here  is  the  schedule: 

Jan.  8.  Obesity.  With  Dr.  Richard  L.  Atkin- 
son of  the  University  of  Wisconsin,  an 
expert  on  obesity  treatment. 

Jan.  15.  Emerging  Diseases.  W\\.\\ 
Stephen  Morse  of  the  Defense  Dept., 
an  authority  on  such  exotic  and 


ing  in  initial  public  offerings  and  small 
companies  for  fear  of  Mob-influenced 
pricing.  Thinking  large  companies  are 
safer,  small  investors  will  continue  to 
drive  large-cap  stock  prices  even 
higher. 

Investing  must  relate  to  value.  Oth- 
erwise, we  might  as  well  play  the  slots 
in  Las  Vegas.  Losing  trust  in  the  stock 
market  is  bad  business. 

Annette  Calhoun 
Guffey,  Colo. 

I  am  an  investment  professional  em- 
ployed by  Greenway  Capital  Corp.  and 
an  Italian-American.  I  have  worked  in 
the  securities  industry  for  331^-  years. 
The  cover  story  in  which  you  allege 
that  certain  brokerage  firms,  including 
Greenway,  are  controlled  by  "mob,  or- 
ganized crime,  the  Mafia,  or  wiseguys" 
insults  me  and  many  of  my  fellow  Ital- 
ian-American traders  and  brokers. 

•Journalism  of  this  nature  portrays 
all  Italian-American  men  and  women 
working  in  the  securities  industry  as 
dishonest  and  members  of  organized 
crime. 

Michael  P.  Pisano 
Hillsdale,  N.J. 

Your  Dec.  16  editorial  ("Get  the  Mob 
off  Wall  Street")  says  the  sec  should 
try  to  root  out  the  "mobsters."  The  last 
time  the  government  tried  to  define 
that  term  in  the  Rico  [racketeering-in- 
fluenced and  corrupt  organizations] 
statutes,  all  the  crooks  tiUTied  out  to  be 
Republican  bankers,  brokers,  lawyers, 
and  CEOS. 

Daniel  Myers 
Philo,  Cahf. 


deadly  organisms  as  the  ebola  virus. 

Jan.  22.  Alzheimer's  Disease.  With  Dr 
Allen  D.  Roses  of  Duke  University,  the  di'^ 
coverer  of  the  first  genetic  link  to 
Alzheimer's  disease. 

Jan.  29.  Insomnia.  Wi 
Dr.  Rafael  Pelayo  of  Sta 
ford  University,  who  stu 
ies  the  causes  of  sleeplessness. 

Feb.  5.  Heart  Disease.  With  Jan  Breslo 
president  of  the  American  Heart  Assn., 
and  Dr.  Hayes  Dansky,  a  Rockefeller  Unl 
versify  cardiologist. 

Feb.  1 2.  Cancer  With  Yale  University's 
Vincent  T.  DeVita  Jr.,  the  former  head  of 
the  National  Cancer  Institute. 

NO  NUKES 

ISN'T  GOOD  NUKES  

It's  hard  to  understand  how  busin 
WEEK  concluded  that  nucleai*  power  pi 
will  not  be  competitive  in  a  restructu 
electricity  envii'onment,  when  every 
ity  you  list  as  a  "rock-soUd"  investrr 
has  nuclear  plants  as  pait  of  its  gen 
tion  portfolio  ("Electricity:  The  po 
shift  ahead,"  Industries,  Dec.  2). 

CiuTently,  110  nuclear  plants  sup 
energy  to  (35  miUion  homes  at  an  a\ 
age  production  cost  of  1.92^  per  k| 
watt-hoiu;  second  only  to  coal-fh'ed  e 
tricity  (1.880).  Nucleai-  plants  can  be  s' 
and  competitive  producers  of  clean  e' 
tricity  as  utilities  move  into  a  new  e 
Joe  F.  Colvin,  President  and  ( 
Nuclear  Energy  Instit 
Washing'i 
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TONS  OF  STORAGE  SPACE. 

Constant  hard  drive  upgrades  cost 
truck  loads  of  money.  So,  increase 
your  storage  space — 100MB  at  a 
time  for  as  low  as  $14.95  per  disk. 
Perfect  for  storing  and  running  all 
your  Internet  and  multimedia  stuff. 


COMPLETE  PORTABILITY. 

The  Zip-  drive  and  Zip  disks  are 
small,  lightweight,  and  rugged. 

Which  means  you  can  take  work 
home,  on  the  road,  or  anywhere 
else  you  need  to  go. 


FAST,  EASY  BACKUP. 

The  Zip  drive  connects  to  your 
PC  or  Mac  (parallel  or  SCSI  port) 
in  less  than  five  minutes,  and 
it's  a  lifesaver  when  your 
computer  spazzes  out  —  by 
making  extra  copies  of  all 
your  stuff,  just  in  case. 


AFTER  $50  REBATE.* 

For  the  nearest  dealer,  call  toll  free: 
888-2-IOMEGA,  ext.  z44 
Or  see  us  at:  www.iomega.com 


I 


ft  STUFF.  Buy  a  Zip  drive  and  get  over  $150  worth  of  cool  games  and  accessories  or  a  $50 
rebate.  Plus,  buy  a  Zip  Disk  10-Pack  and  get  over  $150  worth  of  great  software  and  accessories  to 
u  organize  your  Internet  downloads  and  multimedia,  or  a  $20  mail-in  rebate.  See  store  for  details, 
lod  through  1/31/97. 

BECAUSE     it's    YOUR  STUFF. 


i  Corpr 

nay  vat , 


od  trademark,  and  ttie  tomega  logo,  Zip,  and  "Because  It's  Your  Stuff  are  trademarks  of  Iomega  Corporation  Prices  listed  are  estimated  street  prices, 
idows®  95.  3,1 ,  NT.  DOS,  03/2,  and  MacOS.  Up  to  20  limes  faster  using  tfie  SCSI  or  IDE  model?,  up  to  5  times  faster  using  the  psrallel  port  model. 


Iomega 


When  it  comes  to  productivity, 
the  writings  on  the  wall. 


s 
/ 


/ 


("liatict's  are  \(>ii  use  a  wliitt'hoanl.  Alter  all.  il  s 
tlif  iiKist  vvidflv-utilizrd  collalioiativt'  ini.^iiiess  tool 
in  ti  c  wiiild.  Has  ht-eii  iDr  a^es.  But  your  business 
operai'-h  differently  than  it  did  aj^es  ajjo. 
And  ii  ■lur  hiisiness  has  to  kee|>  up  with  tiie 
titnes,  \\.  \  ^liouldn't  v(»ur  vvhitehoardy 


Introili  in 


PC  Whiteboard.  Il 


l(K)k.s  like  a  i  "final  whitelH)ard.  And  \ou  vviite  on 
it  just  like  >i.u  wcjuld  a  normal  v\ hitehoard. 


Rut  that's  about  where  the  similarities  eiul.  Because 
this  whiteboard  corniects  directly  to  your  PC. 

( ^illaiioratinj^  and  brainstorniiiifi  will  never  be  tlie 
same  again.  And  neither  will  your  business. 
Phat's  liecause  Ibid  will  h»d|)  make  your 
operations  more  productive  ami  moie 
coHununicati ve.  Iiistantlv  and  paitdessly. 
Becausi-  everyone  knows  how  to  use  a 
whiteboard  and  PC.  And  everyone  benefits. 


The  bes    way  lo  Collaborate,  (Irralr,  Capture,  and  Com  nni  ii  i  <•  al  <•  your  ideas. 

//  V..//V.-  n-ml,  :j   in-.,  u.n  rr  „  hani,  ,„,■  PC  frraf.   II.-  nyir,  I  lh„l  ll,„l  .  ,nim;  1^  llu,M/;h  u  ^laililanl  srrm!  port  I irilrr/,,,  ,-).  11,1,1         ihrp.nirr  ,./  M„  ros„ll\'%'  H  .1.11 
imil  WiniUiii  I  ■  i  ill.  iL'i-  lnin\lrr  i  ■!!  (ILK  ilnin  &  i/fi)/<,  Clipliiuinl  iii  filr  rxpiirl.  \pplii  iiliiin  ■.o/timri-  /,(  .12  Int  anil  runs  in  ihr  lini  kurminil  In  i  imlinuiiusl\  m  ,inl  liiiaril  ilatii. 
Slippiirls  mnsl  Hin  l,.i, .  ■   ,  innpiililili-  pnnli-rs  iinil  i  iilni  i  arils  in  an  v  slaiiilaril  rvsalulian.  ©1997  MimiTourh  Sysli-ms.  Ini  .  .Ml  rights  mi-rml.  MiiraTnu,  li  ami  ihr  Mii  raTimih  liiga 
are  regisli-nil  Innl  ■  'nils  and  llnil  is  a  Iraili-inark  of  MiiruTiiiiih  .S'l  slrnis.  Inr.  Mii  riisnll  is  a  rpunteri-il  Irailemark  anil  Winrliiws  is  a  Irailemark  /./  l/i.  msoll  Cnrparalian.  Inc. 
.All  athi'l  ininptirn.  Iirtinil.  or  prniliii  [  iiainrs  an-  rr/^lstiTril  Irinlrniiirks  ,ir  srri  i,  r  marks  nj  llii'ir  rrspn  tiif  luilili-rs. 


■I  ^iB[f(|iiii.ow'TrirTffl'**T*~**°™^''**^^ 


[Not  to  mention  your  PC,  faxes,  printouts,  e-mail,  Internet  and  videoconferences.] 


Since  you  can  juint  oul  copies,  no  one  needs  to  take 
notes.  And  you  can  fax  these  handouts  to  anyone  who 
couldn't  make  the  meeting.  Or  send  them  as  e-mail 
attacliments  to  remote  sites.  You  can  incorporate  lliem 
into  virtually  any  application  you  want, 
from  Microsoft  Word""  to  PowerPoint" 
You  can  even  Internet  conference  in  real 
time.  How  heller  to  coimect  your  brain  lo 
the  rest  ol  the  world.  How  better  to  get 


^1         #  Powered 

IDIC 


instant  feedback.  To  eliminate  downtime.  To  be  more 
productive,  more  pro-active  and  more  professional.  To 
coiinnunicale   your  ideas  quicker.   Better.  Smarter. 
Not  even  an  electronic  copy  board  comes  close. 

Because  Ibid  can  do  tons  more.  For 
tons  less.  In  fact,  it  only  costs  .$499. 
To  get  youre,  visit  your  nearest  retailer. 
Or  (all  800-Mi(  ioToiu  h  for 
more  inlormation. 


800-MICROTOUCH  www.microtouch.co  i 

OfficeMax  COMPWh  mOKO  ^VSIPi 


Saving  U  the  Bonom  Unel' 


■nm  coMPVTOi  siipebstowc 


Books 


THE  DENG  XIAOPING  ERA 

An  Inquiry  into  the  Fate  of  Chinese  Socialism,  1978-1994 

By  Maurice  Meisner 

Hill  &  Wang  •  544pp  •  $30 


HAS  RED  CAPITALISM 
WRECKED  CHINA? 


It  has  been  nearly  three  years  since 
Deng  Xiaoping  was  last  seen  in  pub- 
lic. Now  92,  China's  once-powerful 
leader  is  still  seen  as  the  catalyst  of 
bold  reforms  that  triggered  an  un- 
precedented economic  boom  nearly  two 
decades  ago.  Over  the  long  term,  many 
believe,  the  open-door  policies  set  in 
motion  by  Deng  will  lead  to  a  freer, 
more  democratic  society,  as  Cliina's  huge 
population  gi-ows  wealthier  and  demands 
gi-eater  rights. 

Not  so,  argues  Maurice  Meisner,  Har- 
vey Goldberg  professoi-  of  history  at 
the  University  of  Wisconsin.  In  The 
Deng  Xiaoping  Em,  Meisner  takes  a 
cold,  hard  look  at  Deng  and  his  poli- 
cies. Rather  than  promoting  a  better 
society,  Meisner  says,  Deng's  reforms 
have  given  rise  to  a  "bureaucratic  capi- 
talism" dependent  on  the  Communist 
state  and  its  repressive  apparatus  for 
sui-vival.  By  emphasizing  economic  well- 
being  over  everything  else,  Deng's  ap- 
proach has  led  to  "the  death  of  spiiit," 
the  author  says.  Furthermore,  he  adds, 
the  combination  of  a  Stalinist  bureau- 
cracy and  capitalist  economics  has  cre- 
ated massive  social  upheaval. 

Meisner  is  clearly  unhappy  about  the 
breakdown  under  Deng  of  sociahst  val- 
ues and  policies,  to  which  he  attributes 
problems  ranging  from  rising  social  in- 
ecjuality  to  inefficient  farming.  For  that 
reason,  this  scholarly  work  offers  an  in- 
teresting contrast  to  more  bullish  ac- 
counts. Yet  there  is  a  fundamental  prob- 
lem with  The  Deng  Xiaoping  Era:  It 
is  unclear  what  economic  motlel  Meisner 
thinks  is  right  foi'  China,  particularly 
since  most  other  communist  or  socialist 
economic  systems  have  collapsed.  To 
make  matter's  worse,  Meisner  often  uses 
cumbersome  Marxist  economic  jargon, 
such  as  the  "commodification  of  labor." 

But  Meisner's  emphasis  is  as  much 
on  politics  as  nn  the  economy.  The  au- 
thor observes  t  hat  Deng  finds  central- 


ized pohtical  control  necessaiy  if  China 
is  to  maintain  social  order  and  avoid 
luan,  or  chaos.  Over  the  years,  Deng 
has  hardly  been  a  civil  libertarian,  reg- 
ularly opposing  all  who  have  challenged 
the  central  authorities.  It's  true  that  in 
1978,  Deng  helped  rehabilitate  the  vic- 
tims of  the  chaotic  Cultural  Revolution, 
but  prioi'  to  that  he  was  beliind  many  of 
Mao's  infamous  purges.  For  example, 
Meisner  tells  us  that  in  the  late  1950s 
Deng  was  the  "chief  witch-hunter"  in 
Mao's  antirightist  campaign,  which 
"claimed  several  million 
victims."  In  1978,  Deng  at 
fii'st  supported  the  Democ- 
racy Movement — whose 
young  supporters  con- 
demned the  oppressive 
Cultural  Revolution  and 
yearned  for  democracy — 
but  then  quashed  it  when 
protesters  criticized  him 
and  the  primacy  of  the 
Communist  Party.  In  1989, 
he  was  the  key  advocate 
of  the  use  of  force  to  si- 
lence students  at  Tianan- 
men Square. 

Moreover,  under  Deng's  tenure,  the 
Communist  Party  bureaucracy  swelled 
enormously.  Officials  j^urged  diuing  the 
Cultural  Revolution  returned.  And  al- 
though Deng  got  many  Maoist  party 
hacks  to  retu-e,  they  were  replaced  with 
technocrats  as  professional  expertise 
was  stressed  over  political  cronyism. 

This  new  Communist  elite,  which  en- 
gineered Deng's  economic  reforms  and 
enriched  itself  in  the  process,  is  at  the 
heait  of  China's  problems,  according  to 
Meisner's  view.  In  his  chapter  on  bu- 
reaucratic capitalism — the  book's  best 
section — Meisner  argues  that  groups  of 
officials  used  their-  pi-ivileged  Comnumist 
Party  positions  to  become  a  new  "capi- 
talist class."  In  rural  ar-eas,  collective 
farms  were  dismantled  and  local  offi- 
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cials  became  the  backbone  of  the 
"rm-al  bourgeoisie."  In  the  cities,  m 
fives  of  those  in  top  party  cadresi 
clucUng  Deng's  two  sons,  have  used  t 
influence  for  private  gain. 

So,  rather  than  challenge  the  aui 
ities,  as  the  emergent  middle  class 
done  elsewhere,  the  newly  rich  in  < 
support  the  political  status  quo.  '  • 
new  entrepreneurs,  having  hn 
sprimg  from  the  bui-eaucracy,  ari 
chologically  as  well  as  economical! 
pendent  on  the  Communist  state 
ultimately  rely  on  that  state  for  pdh 
protection  as  well,"  writes  Mei~ 
Meanwhile,  "the  savage  capitalism 
operates  under  the  cloak  of  a  soci 
market  economy,"  says  the  authn 
ushering  in  "more  intensive  foi-m 
exploitation,  greater  alienation, 
mous  gaps  between  rich  and  pooi 
gr'owing  economic  and  social  diffen  i 
between  town  and  countryside."  Td  i 
up  this  assertion,  the  author  des(  i 
alarming  factory  conditions,  inadei  ■ 
social  welfare,  and  en\  i 
mental  damage. 

Cleariy,  all  is  m 
bleak  in  China  as  M' 
describes.  He  notes  tli 
special    economic  zo 
sputtei-ed  at  first  but  i 
to  mention  their  sul 
quent  successes  as  magr 
for  huge  amounts  of 
eign  investment.  Meis 
laments  the  decline  of 
"ir'on  rice  bowl" — Chir 
mostly  industrial  stt 
owned  enter'prises 
have  pr-ovided  lifetime  j 
and  generous  benefits — without 
knowledging  that  many  of  these 
money-losers  that  sap  the  system 
fimds  and  rewar-d  inefficiency  and  wa; 
And  he  fails  to  note  that  econoi 
change  has  cleariy  improved  the  lives 
millions.  Tr-ue,  no  politically  insurg 
middle  class  has  emer-ged — yet. 

That  said,  Meisner  does  remind 
that  all  cannot  possibly  be  calm  ir 
country  wher-e  the  Communist  Pa 
must  promote  capitalist  policies  in  or 
to  survive.  With  Deng  now  weak 
feeble,  it's  up  to  his  successors  to 
out  the  controversial  legacy  of  Chir 
paramount  leader-. 

BY  JOYCE  BARNATH 
Barnathan  is  business  week's  A. 
Regional  Editor. 


UNDER  DENG.  A  NEW  ELITE  HAS  ENRICHED  ITSELI 
AND  EXPLOITED  THE  POOR,  MEISNER  ARGUES 
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JI  too  often,  tJie  demands  of  our  days  turn  tlic  details  of  our  lives  to  a  blur.  But  it's  the  details, 
the  small  things  we  miss,  that  sometimes  hold  the  most  beauty  and  inspiration. 

That's  why,  at  Hyatt  hotels  and  resorts,  we're  particularly  attentive  to  details.  The  kind  yoit 
can't  help  but  notice.  Like  the  renowned  sculpture  in  a  corner  of  our  lobby.  Or  the  ocean  vista  that 
adds  dranui  to  our  rotunda  ballroom.  Or  perhaps  the  detail  you'll  appreciate 
most  is  the  rare  comfort  of  a  feather  pillow  on  your  bed. 

Each  unexpected  touch  brings  your  senses  back  to  life.  And  life's  snuill 
wonders  into  focus.  So  yon  get  more  from  each  momeiit  of  your  stay. 

To  see  how  nnich  you've  been  imssing,  come  stay  with  the  people  of  Hyatt. 
They  might  just  make  your  whole  trip  noticeably  better.  For  reservations,  contact  your  travel 
planner  or  call  Hyatt  at  T800-233-1234. 


AT&T 

YourTrue  Choice 


H  YAT  T 


Feel  the  Hyatt  touch 


IS  proLid  to  (liter  A'l.S:'r  Long  Di.staiuc  >cr\Ke  leu  .ill  \(iur  Ai\l  (...illinj;  (,.ial.  AIXT  Llni\ cnsiil  C.iicl  antl  ()pcrjti)i-jsM.slL-i.l  t.il 

llviill  Ilotch  iwil  Resorts'  encotttptisscs  Iwlcts  ninmigi'il.  fniiiclusct!.  or  o[kioIl-iI  !n'  I  no  jf/innifi'  ^mok/vs  oI  roiiiponii's  -  I  hull  Corportilioii  aiui  lis  iiftiliolfs  lUhi  ojfiliolcs  oj  Hiiin  !iih:i  nolioiiiil  (  or  ponilioi 


s  M  niosl  loc.itions. 

"  'iwh  Uvon  1  010 


I  he  other  is  information.  Because  no  plane  would 
ever  leave  ihe  hangar  without  it.  And  helping  clients  man- 
age information-  not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world  s  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-third  c 
the  world  s  air  cargo.  And  our  consultants  help  people  wit 
everything  from  designing  customer  loyalty  programs  t 
integrating  global  databases.  It's  all  part  of  informatio 
management-our  way  of  helping  you  use  information  a 


1  iisset  to  gam  competitive  advantage.  Call  for  details 
id  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
Jthay  Pacific  Airlines  learned.  When  it  takes  information 
run  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

tp://wv»/w  Unisys  com  or  1-800-874-8647,  ext.  222 


UNISYS 


When  information  is  everything. 


Willi, 


"Provocative,  pragmatic, 
and  timely  advice." 


Wmm 

A  Pimiiail  iiiiuk  lo 
Imdinq  Oi\janizu!ional 
Chauqc  and  Kaicwtii 

IliiliiiH  L.  Tiisliiiiiiii 
(krbiOlldllvlli 

HARVARD    BUSINISS    SCHOOl  PRfS5. 


JOHN  SEELY  BROWN 
Chief  Scientist,  Xerox 
Corporation,  and  Director, 
Palo  Alto  Research  Center 


Winning  through  Innovation 

Michael  L.Tushman 
and  Charles  A. O'Reilly  III 

$2495 

Ihe  Managemenl  of  Innovation  and  Change  Series 
Available  at  bookstores,  or  call 
1-800-988-0886,  1-617-496-1449. 
Mention  priority  code  2019. 


''Use  their  ideas 

and  your 
organization  will 
become  a  winner/' 

—JERRY  I.PORRAS 

co-author  of  Built  to  Last 

I  I'  I  I 

Harvard  Business  School  Press 

Boston,  MA  02163 
http://www.hbsp.harvard.edu 


Reach  your  most  important  clients  in  a  way  they  will  never  forget.  Buy  them  a  subscrip- 
tion to  Business  Week,  and  speak  to  them  as  often  as  you  like  with  a  customized  cover-wrap  on 
their  copies  of  the  magazine.  It's  a  perfect  win-win  situation.  You  get  a  captive  and  appreciative 
audience.  They  get  the  world's  leading  weekly  business  magazine. 

Everyone  comes  out  ahead  To  get  started,  call  (212)  51  2-6732  or  51 2-221 6. 


BusinessWeek 


licynin/  iieirs  hili'llii;ciice 


I  1996.  by  the  McGraw-Hill  Comp.inie 


h2 


Books 


BORi 


BOOK  BRIEFS 

BORN  TO  REBEL  |i 
Birth  Order,  Family  Dynamics,  and  '  i 
Creative  Lives 

By  Frank  J.  Sulloway 
Pantheon  •  653pp  •  $30 

SIBLING  SYNDROM 


Why  did  Charles  Dai'win  piu-sm  i 
radical  idea  of  evolution  when 
er  eminent  scientists  of  the  1870s 
as  Louis  Agassiz  rejected  it?  Could 
that  Darwin  was  the  fifth  of  six 
dren,  while  Agassiz  was  a  first!) 
That's  the  contention  of  Born  fo  R 
in  which  Massachusetts  Institut 
Technology  research  scholar  and 
torian  Frank  J.  Sulloway  argues 
firstborns  tend  to  support  the  si 
quo  and  latei'borns  to  rebel  against 

Sulloway  begins  with 
a  common  observation: 
Even  though  siblings 
share  genes  and  are 
raised  in  the  same  fam- 
ily environment,  their 
personalities   can  be 
very   different.  Sul- 
loway believes  Darwin 
had  the  answer  for 
why  that  is.  Finches  in 
the  Galapagos  Islands, 
Darwin  found,  reduce  competition 
similar  foods  by  evolving  into  sepa 
subspecies  with  a  range  of  bill  size 
thus  allowing  the  entu-e  species  to 
vive.  Sulloway  extends  that  logic  to 
man  offspring,  which,  he  says, 
compete  for  a  scai-ce  resource,  their 
ents'  affections.  The  kids'  strategy  i 
adopt  different  personalities. 

As  befits  theii-  privileged  position 
superior  size  and  strength,  firstbom 
dren  tend  to  identify  more  closely  \ 
parents  and  authority  than  do  la 
boms.  As  underdogs  who  must  fight 
recognition,  younger  children  are 
open  to  risk-taking,  more  likely  to  qi 
tion  authority,  and  more  inclined  tow 
nonconformity.  Historical  change, 
loway  shows,  owes  much  to  youn 
siblings  who  break  molds — Volta 
Tliomas  Jefferson,  Chai-les  Dickens 
Marx,  Mahatma  Gandhi,  Martin  Lut 
King  Jn,  and  Ralph  Nader  among  th 
It's  a  tantalizing  theory,  backed 
by  interesting  anecdotes  and  impi 
sive  statistical  evidence.  And  an 
ditional  reward  awaits  those  read 
who  complete  the  600-page  book 
quiz  called  "How  to  Test  Your  0 
Propensity  to  Rebel." 

BYLISASANDl 
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Customer  and  Calendar 
Management  Software 


Vho  says  the  sales  game 
isn't  a  contact  sport? 


The  Agonizing  Cold  Call. 


The  Endless  Fax  and  Connterfax. 


The  Nerve-wracking  Introduction. 


The  Compulsory  Email  Follow-up. 


The  Schmooze,  the  Booze,  the  Poundin 


The  Close.  Maybe  Tomorro 


When  it  comes  to  managing  your  contacts, 
you  need  the  right  equipment  and  game  plan. 
Which  is  more  than  an  appointment  book,  a 
Rolodex!'  a  desk  calendar  and  a  notebook  can 
possibly  provide.  You  need  a  fail-proof  system 
for  customer  management.  A  system  that  can 
help  you  win  the  sales  game.  In  every  situation. 

Put  an  end  to  the  paper  chase. 
Use  ACTi  to  manage  your 
contacts  and  your  business. 

With  ACT!,'  you'll  never  have  to  frantically 
search  for  a  name,  address  or  phone  number 
again.  No  matter  what  the  question  is,  the  answer 
will  be  at  your  fingertips.  Not  buried  in  your 
notebook.  Or  stuck  in  a  file. 

But  ACT!  is  more  than  just  a  powerful 
organizational  tool.  It's  a  truly  powerful  tool  for 
building  your  business. 

ACTI  lets  you  keep  detailed  records  of  every 
contact  and  activity.  From  the  phone  calls  you 
make  to  the  faxes  you  send.  You'll 
never  have  to  mentally  search 
for  a  spouse's  name  or  restaurant 
preference  again.  Got  a  meeting? 
ACT!  sets  off  an  alarm  to  remind 
you.  Need  to  write  a  follow-up 
letter?  ACT!  enables  you  to  link 
with  Microsoft  Word,  Word 
Perfect,  or  you  can  use  the  word 
processor  that's  already  built 
into  ACTL 


Call  for  your  free 
trial  of  new  ACT!  3.0 


Am 


With  ACT!  you  can  manage  your  contacts, 
your  calendar,  your  correspondence,  your 
notes,  virtually  every  single  to-do  and  activity 
of  your  day.  All  within  one  program.  You'll  be 
more  efficient  than  ever. 

Call  us  at  1-800-964-5899  ext.  9NA1 1  or  visit 
www.symantec.com  for  your  free  trial  version 
of  ACT!.  This  twenty-five  contact  trial  disk' 
will  show  you  how  ACTi  can  help  you  play  at 
the  top  of  your  game. 

ACT!  for  Windows  3.1,  Windows  95,  Windows  NT 
and  Macintosh. 


SYMANTEC, 


® 


2rsion  available  for  Windows  3-1 ,  Windows  95.  and  Windows  NT  only  Windows  95  and  NT  version  available  in  CO-ROM  only.  Offer  valid  in  U.S  A,  only  while  supplies  last  For  more  information 
lada.  call  1-800-365-8641.  In  Australia,  call  02-879-6577,  In  Europe,  call  31-71-535-31 1 1 ,  Symantec  and  ACT!  are  registered  trademarks  of  Symantec  Corporation  All  other  brand  names  or 
larks  are  the  property  of  their  respective  nwneiT?  f^l  996  Symantec  Corporation.  All  rights  reserved. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROIVl  

PIPPIN  ISN'T 
RIPE  YET 


The  multimedia  set- 
top  box  handles  the 
Web,  E-mail,  games, 
and  more-inexpertly 

On  paper,  the  Pippin 
(«'World  looks  like  a 
winner.  This  $500  set- 
top  box,  based  on  technology 
fi-om  Apjile  Computer  and  de- 
signed by  Bandai  Digital  En- 
tertainment, lets  you  siuf  the 
Web,  do  E-mail,  play  games, 
even  write  letters  and  draw 
on  youi"  TV.  Alas,  Pij^pin  pays 
a  high  price  for  all  that  ver- 
satility: It  doesn't  do  anythhig 
well. 

Pippin  is  plenty  powerful, 
and  it  gets  you  out  on  the 
Web  easily.  It  uses  a  version 
of  the  Macintosh  operating 
system  together  with  the 
PowerPC  603e  chip  used  in 
Mac  Performas.  The  unit 
hooks  up  to  your  television 
set  without  hassles,  and 
its  external 
28.8-kbps  mo- 
dem does  a  de 
cent  job  of  converting  your 
set  into  a  Web  bi-owser.  (An 
Internet  connection  selected 
by  Pippin  costs  $20  a  month 
for  unlimited  sewice  over  a 
phone  line.) 

TAKES    TWO    HANDS.  The 

problems  with  Pippin  begin 
as  soon  as  you  turn  it  on.  Tlie 
image  quality,  especially  foi' 
gi'aphics,  is  far  mfericjr  to  that 
of  WebTV  (BW— Aug.  26),  the 
standard  by  which  set-top 
Web  cniisei's  must  be  judged. 

Controls  are  another  trou- 
blesome issue.  Instead  of  a 
mouse  or  modified  T\'  I'emote, 
Pippin  uses  a  game  ccjntrollei' 
that  incorporates  a  ti'ackball, 
two  mouse  buttons,  and  seven 
other  unlabeled  buttons.  I  had 
a  lot  of  trouble  remembering 


which  button  did  what.  A 
special  keyboard  is  available 
as  a  $70  option.  Using  the 
controller  recjiiu'es  two  hands, 
although  small  children  may 
find  it  easier  to  manipulate 
than  a  one-hand  remote.  But 
if  you  want  to  switch  be- 
tween Pippin  and  broadcast 
or  cable  TV,  you'll  need  to  use 
a  sepai-ate  TV  remote.  By  con- 
trast, WebTV's  remote  can 
control  both  the  browser  and 
a  TV  or  VCR. 

Pippin  can  inn  a  variety  of 


Pippin  Basics 

SOFTWARE 

Web  browser,  word  processor, 
painting  program,  and  E-mail 

CONNECTION 

28.8-kbps  modem 

MAKER 

Bandai  Digital  Entertainment 
888  992-9000 

software  because  it  loads  each 
progi'am  off  a  ('D-KOM,  unlike 
the  less  versatile  WebTV, 
which  holds  all  its  software 
in  semipermanent  "flash" 
memory.  This  is  a  mixed 
blessing.  Pippin,  like  a  com- 
puter, takes  a  couple  of  min- 
utes to  boot  up.  And  if  you'i-e 


browsing  the  Web  and  want 
to  send  E-mail,  you  have  to 
replace  the  ©World  Browser 
cUsk  with  something  called  tv 
Works,  then  wait  a  couple  of 
minutes  for  a  new  progi'am 
to  load. 

CRUDE   GRAPHICS.   The  TV 

Wol'ks  disk  also  contains  word 
processing  and  drawing  soft- 
ware, but  having  tried  them, 
I'm  not  siu'e  why  it  does.  The 
drawing  program  is  very 
primitive,  but  it  might  amuse 
a  small  child.  When  writing 
text,  the  TV's  limited  resolu- 
tion and  the  fact  that  you're 
sitting  across  the  room  force 
you  to  use  large  fonts.  That 
means  that  you  can't  fit  very 
many  words  on  the  screen. 
And  what  do  you  do  with  the 
document  once  it's  wiitten? 
You  can  attach  one  of  several 
Apple  Inkjet  printers  and  a 
floppy  drive  to  Pippin.  You 
can  even  add  a  high-resolu- 
tion monitor  or  connect  over 
a  network  to  a  Macintosh. 
But  if  you  wanted  to  do  all 
that,  you  would  be  much  bet- 
ter off  with  a  real  computer 
Oddly  enough.  Pippin  isn't 
even  a  very  good  game  ma- 
chine. The  graphics  in  the 
games,  which  are  made 
just  for  Pippin,  are 
cnide,  especially  com- 
pared with  the 
knockout  3-D  anima- 
tion of  the  hot  new 
Nintendo  64. 
."^  Even  Apple  sees  the 
problem  with  Pippin.  Af- 
ter promising  to  create  its 
own  Pippin-based  device,  the 
company  is  now  holding  off 
while  it  rethinks  the  market. 
No  wonder.  The  Pippin  de- 
signers apparently  felt  that 
since  they  had  a  multipmpose 
processor  available,  they  had 
to  use  all  its  abilities.  By  con- 
trast, consider  the  Nintendo 
64  and  WebTV.  Both  are  built 
around  processors  that  were 
originally  designed  for  Silicon 
Graphics  workstations,  but 
each  i)roduct  is  optimized  to 
do  one  thing  really  well.  For 
the  price  of  Pippin,  you  could 
buy  one  of  each  and  get  both 
a  better  browser  and  a  better 
game  console. 


BULLETIN  BOAR 


PRINTERS 
COLOR  PRICE  BREAK 

If  you  need  very  high-quali 
color  printing  at  a  bargain 
price,  take  a  look  at  the  ne 
Printiva  600C  from  Citizen 
America  (310  453-0614).! 
$599  printer  for  Windows 
looks  like  a  conventional 
Inkjet  but  uses  heat  to  trar 
fer  pigment  from  colored  rl 


bons  to  paper.  Tl 
result  is  brilliant  and  accu- 
rate color  typical  of  much 
more  expensive  printers.  Th 
trade-off  is  that  the  Printiv 
is  slow,  taking  up  to  five  mi 
utes  to  produce  a  page. 

SOFTWARE 
NEW  MATHEMATICA 

Mathematica  isn't  for  every 
body,  it's  huge,  hard  to  lear 
and  expensive.  But  if  you're 
an  engineer,  a  Wall  Street 
numbers  whiz,  or  anyone  el 
who  needs  to  do  serious  ! 
math,  nothing  else  comes  ! 
close  to  its  power.  Wolfram  | 
Research  (800  441-6284) 
offers  a  much-enhanced  Vei 
sion  3.0  for  Windows,  Mac,  i 
and  Unix.  Mathematica  nowl 
sports  a  long  overdue  graph 
cal  interface  that  allows  enl 
of  mathematical  expression: 
in  standard,  easily  readable 
form.  It  also  includes  hun- 
dreds of  new  functions.  The 
program  goes  for  $1,295, 
including  a  1,500-page  har( 
cover  textbook.  Site  licenses 
are  available,  and  full-time  | 
students  can  buy  a  full-fea-j 
tured  version  for  just  $135. 
For  a  demonstration  of  Math 
matica  at  work,  check  out 
www.integrals.com. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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1997  Lincxjln  Mark  Vm  $36,950 


Lincoln  Mark  VIII 

Cadillac  Eldorado 

Engme 

4  6L  DOHC  InTech'"  V-8 

4.6L  DOHC  Nonhsur  V-8 

Horsepower  g  RPM 

280  <t'  5500 

275  (5'  4250 

Torque  9  RPM 

285  e  4500 

300  8'  4400 

lOO.OOO-mrle  Scheduled  Tuire-up  lnlerva|- 

STANDARD 

STANDARD 

Anu-lock  BraJies  (ABS) 

STANDARD 

STANDARD 

All-Speed  Traction  Control 

STANDARD 

STANDARD 

Auto  Load-leveling  Suspension 

STANDARD 

STANDARD 

Theft-deterrent  Coded  Ignition  Key 

STANDARD 

STANDARD 

Power  Driver/Front  Passenger  Seats 

STANDARD 

STANDARD 

Remote  Keyless  Entry  System 

STANDARD 

STANDARD 

Solar  Tint  Glass 

STANDARD 

STANDARD 

Automatic  On/Off  Headlamps 

STANDARD 

STANDARD 

Dual  Power  Heated  Outside  Mirrors 

STANDARD 

STANDARD 

Auto-dimming  Inside  Mirror 

STANDARD 

STANDARD 

Dual  Power  Front  Seat  Reclmers 

STANDARD 

STANDARD 

Dual  lllimiinated  Visor  Mirrors 

STANDARD 

STANDARD 

Wiper-activated  Headlamps 

STANDARD 

STANDARD 

Automatic  Parking  Brake  Release 

STANDARD 

STANDARD 

Center  Console 

STANDARD 

STANDARD 

Power  Tik-telescopmg  Steenng  Wheel 

STANDARD 

Leather  Seating  Surfaces 

STANDARD 

Ajiu-thetl  Alarm  System 

STANDARD 

Aulo-dimmmg  Dnver-side  Mirror 

STANDARD 

Dnver/Passenger  Power  Lumhar  Suppon 

STANDARD 

Dnver/Passenger  Autoglide  Seats 

STANDARD 

Memory  Dnver  Seat 

STANDARD 

Memory  Sideview  Mirrors 

STANDARD 

Computer-managed  Air  Suspension 

STANDARD 

Premium  Audio  System 

STANDARD 

In-dash  CD  Player 

STANDARD 

lO-funclion  Memory  Profile  System 

STANDARD 

Luminarc^'  High  Intensity  Discharge  Headlamps 

STANDARD 

Full-width  Neon-lighted  Rear  Taillamp  Applique 

STANDARD 

Electronic  Compass 

STANDARD 

Oulside  Mirrors  w/Secunty  Lamps  and  Turn  Signal  Ind 

cators  STANDARD 

Reverse  Tilt-down  Outside  Mirrors 

STANDARD 

Speed-dependent  Ride  Height  Ad)uslef 

STANDARD 

Concealed  Radio  Antenna 

STANDARD 

Overdrive  Lockout 

STANDARD 

Illuminated  Inlenor  Door  Handles 

STANDARD 

Manufacturer's  Suggested  Retail  Pnce 

$36,950 

$38,830 

Equipment  Standard  on  Lincoln  Mark  Vlll  and 

Leather  Sejtuig  Surfaces 

Optional  on  Cadillac  Eldorado 

Auto-dimming  Dnver-side  Mirror 

Dnver/Passenger  Power  Lumbar 
Memory  Features 
Elect  roc  hromic  Mirrors 

Options  Pnce 

$1,660 

Manulacturer's  Suggested  Reuil  Pnce, 
Cx>mparablv  Equipped 

$36,950 

$40,490 

Buy  a  Lincoln  Mark  VIII  and  Save 

$3,540 

butd  on  MSR.P  i:om^u;n  of  compirjbly  cquipprd  vrh.di-s 
Lum.curt  is  j  irjdenurli  ol  OSRAM  SYLVANIA  INC 
CalJomu  Trsidcnu  only 


i  LINCOLN 

What    A    Luxury    Car    Should  Be 

Tn  receive  a  free  brochure  call  1  800  446-8888. 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


NEWT  SHOULD  KEEP  HIS  EYE  ON 
THE  ENEMY:  BIG  GOVERNMENT 


CRUSADE: 

The  GOP-led 
Congress 
must  not 
waste  its  time 
tinkering.  It 
should  focus 
on  one  thing: 
getting  the 
bureaucracy 
off  our  backs 


Paul  Craig  Roberts  is  John  M.  Olin 
Fellow  at  the  Institute  for  Political 
Economy  in  Washington,  DC,  and 
Research  Fellow  at  The  Independent 
Institute  in  Oakland,  Calif. 


H 


aving  been  convinced  by  the  Hberal 
media  that  Newt  Gingiich  extremism 
.would  cost  them  control  of  Congress 
in  last  November's  elections,  Republicans  are 
shell-shocked  to  find  themselves  still  in  com- 
mand of  this  potentially  powerful  institution. 
However,  they  have  no  idea  what  to  do  with 
it.  Sensing  as  much,  former  British  Prime 
Minister  Margaret  Thatchei'  warned  them 
against  a  grab-bag  agenda  devoid  of  political 
principle.  Gingrich  was  deaf  to  her  message. 
Sh(ji-tly  thereafter,  he  defined  "the  great  mis- 
sion" for  conservatives  for  the  next  generation 
as  saving  poverty-stricken  cliildren  from  hope- 
lessness, violence,  and  dings.  Exiled  fi'om  the 
Oval  Office,  Hillary  Clinton  has  found  her 
voice  in,  of  all  places,  the  Speaker  of  the 
House. 

There's  nothing  wrong  with  saving  chil- 
dren, although  why  Gingrich  believes  only 
poor  ones  are  in  need  is  beyond  me.  Middle- 
class  and  rich  kids  are  in  no  less  danger  fi-om 
a  morally  depraved  culture.  No  children  can 
be  saved  independently  of  the  ills  that  beset  a 
society  in  which  Big  Govemment  is  a  secular 
religion.  Newt  Gingiich  probably  has  in  mind 
school  vouchers  as  a  way  of  removing  poor 
children  from  inner-city  public  schools,  but 
he  is  deluded  if  he  thinks  that  private  schools 
escape  intrusive  government  regulation  or 
that  teachers  in  private  schools  ai-e  immune  to 
political  correctness  and  the  deconstruction 
of  American  values  that  is  standai'd  fare  in  all 
the  universities  at  which  teachers  are 
schooled. 

IMPERIAL  JUDGES.  America  is  in  a  mess  be- 
cause government  has  everywhere  over- 
stepped its  bounds.  First-gi'aders  can't  even 
give  their  teacher  an  affectionate  pat  on  the 
backside  without  raising  legal  issues  of  sexu- 
al harassment.  The  federal  judiciaiy  has  so 
iiin  away  with  the  law  that  prominent  schol- 
ars such  as  Robert  H.  Bork,  Robert  P. 
George,  Russell  F.  Hittinger,  Richard  John 
Neuhaus,  and  Hadley  P.  Arkes  speculate 
about  "the  end  of  democracy."  George  F.  Will 
has  labeled  our  unleashed  judiciary  a  "judge- 
oeracy."  In  place  of  "We  the  People,"  serious 
writers  now  speak  of  a  regime  under  which 
"We  the  Ruled"  now  Hve. 

The  bureaucracy  is  also  accustomed  to  ex- 
ercising power  without  any  statutory  or  con- 
stitutional warrant.  For  example,  both  Presi- 
dent Clinton  and  U.  S.  Senators  have 
acknowledged  that  wetlands  regulations, 


which  have  resulted  in  both  property  takii 
and  imprisonment,  have  no  statutoiy  bas 
Instead  of  penahzing  the  offending  burei 
crats,  they  called  for  codifying  with  legislat 
the  laws  created  by  unaccountable  civil  s 
vants.  In  effect,  America  is  govemed  by  t 
Sheriff  of  Nottingham  and  King  John,  v 
make  up  laws  on  the  spot. 

This  has  happened  because  naive  liber 
preached  government  as  a  secular  religi 
that  could  do  more  good  the  bigger  it  g 
Government  is  now  so  big  that  it  is  unl^ 
countable.  It  would  be  foolish  to  expect  b 
judiciary  to  reform  itself  and  to  shed  the  ; 
bitrary  power  it  has  gathered  unto  its  roY_ 
in  the  postwai-  era,  and  the  bureaucracy  is  i 
likely  to  give  up  its  "right"  to  stand  statut 
on  then-  head  or  to  regulate  in  their  absent 
MISSION  CONTROL.  Only  Congress  has  t 
power  to  restore  accountability  to  the  judic 
and  administrative  branches  of  government. 
Republican  Party  that  used  Congress  for  tl 
purpose  would  be  far  more  popular  with  t 
public  than  one  that  thinks  its  mission  in  1 
is  to  cut  Medicare  and  Social  Security,  past 
balanced-budget  amendment,  and  expand  w 
fare  into  the  private  school  system  thmu 
vouchers. 

If  Gingrich  had  vision,  he  would  reali 
that  once  government  is  again  made  accmii 
able,  all  the  problems  Republicans  fi-et  alio 
would  take  care  of  themselves.  Without  ; 
countable  govemment,  no  reform  of  any  i  n 
gram  will  make  a  bit  of  difference. 

The  media  spotlight  shines  more  on  (  V 
gress  than  on  the  judiciary  or  the  burea 
cracy,  and  this  makes  Congi'ess  appear  to 
the  least  responsible  and  most  coirupt  bran 
of  government,  catering  only  to  organized  i 
terests  in  order  to  secure  the  necessary  cai 
paign  contributions  for  reelection.  Congre; 
disrepute  no  doubt  makes  my  proposal  th 
Capitol  Hill  restore  government  accountabi 
ty  sound  farfetched. 

Congi-ess  nevertheless  has  abundant  pow 
to  do  the  necessary  job.  It  will  take  ii 
peachment  of  judges  and  assistant  secretari 
to  get  the  message  out  that  usurpation 
the  legislative  function  will  not  be  tolerate 
Indeed,  if  the  Republican  Congi-ess  would  ri 
itself  of  the  silly  idea  that  it  needs  to  deft! 
itself  by  passing  more  laws  and,  instead,  aj 
dress  the  pei-vei'sion  of  the  ones  on  the  booPj 
it  would  find  itself  leading  the  most  popul;  | 
revolution  since  1776.  I 
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WITHOUT  L       I       M       I       T  S- 


]3oES  It  Really  Matter  What  Kind  Of 
Memory  You  Put  In  Your  Notebook? 

Toshiba  Thinks  So. 


Recently,  Toshiba  America  Intonnation  Systems  took 
another  important  step  to  reinforce 
their  position  as  the  leading 
notebook  computer  mariutactiirer.  Tliey  i  I 


chose  Kingston,"  the  world's  leading 
memory  manufacturer,  to  be  the  ofticia 
supplier  of  their  new  Kingston  Noteworthy'  Memory.  This 
agreement  marks  the  first  fomial  endorsement  of  a  memoi^ 
company  by  a  PC  manufacturer.  So  why  did  Toshiba  choose 
Kingston  for  their  entire  line  of  notebook  and  desktop  personal 
computers.'  In  a  word,  reliability. 
Kingston  tests  e\'ery  cell  on  e\  er\' 


TOSHIBA 


chip  on  ever\'  module.  (On  a  32  megabyte  nnxiule,  that's  256  million 
cells.)  And  to  guarantee  compatibility,  Kingston 
will  design  and  manufacture  memory 
modLiles  to  the  exact  specifications  of 
individual  Toshiba  systems.  Thanks  to 
Kingston,  Toshiba  customers  will  also  benefit 
from  better  availability  and  more  competitive  pricing  on  all 
memory  upgrades.  To  find  out  more  about  how  this  alliance  can 
benefit  you,  just  call  our  toll-free  number:  (800)  259-0340.  After 
all,  it  yoLi  already  have  the  world's 
finest  notebook,  .shouldn't  you 
ha\-e  the  world's  finest  memory.' 


Xm.T  E  c  h/n  0  l  o  g  y 


For  more  i  n  /  o  r  m  a  t  i  o  n  ,  caW  us  ai  (800)  2  5  9-9340  f(i§oi)')  Visit  our  Wc  b  site:  h  t  tp  :  1 1  xv  w  w  .  kin     ton  .  c  om  I  hw  .  hti 


KingMon  TcchnoloBv  Comp.iiiy.  17600  Ncvvhi.pe  Street,  FoMni.iin  V.illev,  C'.A  ^^nOS  USA,  (714)  4 i';.2600,  Fjx  (7 1 4)  4 15-26W.  ©  19%  Kinsston  Technology  Gmp.inv  All  riBht*  reserved  KinsMon  is  .i  retwered 
tt.idemark  ;md  Computint;  Without  Liinits  is  .1  ttadem;irk  of  Kinysion  Tethnoloyy  Company.  Noteworthy  is  .i  tci,Mstered  trademark  and  Tecra  is  a  trademark  of  Toshiha  .America  Infonnation  Systems,  Inc. 

.All  other  It.fdem.ifks  .ind  rei^isiered  fr.Kiem.irks  .ire  the  ptoperty  ol  their  respectne  owners. 


='  l'''J7  AmtT  icdn  Century  Si.T\nci's  Cor' 
\miT[c.Mi Century  Invest ment  Servni-^ 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information 
including  charges  and 
expenses,  which  should  be 
read  before  investing, 
www.americancentury  com 


Does  money  grow  on  trees?  The  way  we've  been  acting  you'd  think  so.  In 
the  past  10  years,  we've  grown  from  $4  billion  in  assets  to  $54  billion,  at  last 
count.  One  reason  could  be  the  way  we  work.  Unlike  other  fund  companies, 
our  funds  are  managed  by  teams  of  people.  Instead  of  an  individual.  It  just 
makes  more  sense  to  us.  For  38  years,  we  have  only  offered  mutual  funds 
that  we  are  willing  to  invest  in  ourselves.  Then,  there  are  the  new  ideas. 
Ours  was  the  first  Web  site  for  mutual  fund  transactions.  We  developed  the 
first  money  market  and  zero-coupon  bond  funds  for  individual  investors. 
Today,  we  have  over  60  funds  to  help  best  meet  your  investment  needs.  And 
we've  simplified  them  into  three  distinct  groups  to  help  make  it  easier  to 
identify  those  you  are  most  comfortable  with.  That  becomes  even  easier 
when  you  call  us.  But  our  latest  idea  says  more  about  our  confidence  and 
optimism  for  the  future.  It  combines  the  investment  strengths  of  Twentieth 
Century  Mutual  Funds"  and  The  Benham  Group"  into  something  bigger  and 
better.  American  Centurv  Investments.  Our  goal  is  to  help  keep  you  ahead. 
You'll  find  us  growing  under  the  tree.  It  happens  to  be  our  new  logo. 


Amefucan 
Century 


Ecpnomic  Trends 


BY  GENE  KORETZ 

WHEN  COMPANIES 
PULL  UP  STAKES 

Lower  costs  nearby  are  the  draw 

Companies  that  decide  to  move  to 
another  state  usually  leave  a  lot  of 
investment  behind — in  time,  effort,  con- 
tacts, customers,  and  human  and  physi- 
cal capital.  That's  why  such  moves  are  a 
particulai'ly  hot  issue  in  the  competi- 
tive battle  among  states  to  attract  new 

HOW  U.S.  JOBS  HAVE 
MIGRATED  IN  THE  1990s 

Net  change  from  business  relocation 
1991-1995 


JOB  GAINS 


BIGGEST  LOSERS 


JOB  LOSSES 


GEORGIA 

TEXAS 

TENNESSEE 

COLORADO 

DELAWARE 

VIRGINIA 


35,064   NEW  YORK  -83,489 


17,628 
15,990 
13,908 
13,501 
13,444 


OHIO 

NEW  JERSEY 


13,212 
12,890 


CALIFORNIA  -79,838 
WASH.D.C.  -23,590 
ILLINOIS  -8,250 
PENNSYLVANIA -6,568 
LOUISIANA  -5,408 
MAINE  -4,816 
W.VIRGINIA  -3,738 


DATA  DUN  &  BRADSTREET  CORP, 

businesses.  And  that's  why  Dun  & 
Bradstreet  Corp.'s  latest  study  of  busi- 
ness migration  is  so  revealing. 

In  the  study,  which  covers  business 
migration  in  the  U.  S.  from  1991  thr-ough 
199.5,  D&B  reports  that  more  than  .56,000 
businesses  moved  aci'oss  state  Unes  over 
the  five-year  period,  resulting  in  the  re- 
location of  more  than  1  miUion  jobs.  The 
biggest  wimiers  in  the  migi'ation  sweep- 
stakes were  the  South  Atlantic  and 
Mountain  states.  The  biggest  losers 
were  New  York,  California,  and  the  Dis- 
trict of  Columbia,  which  together  posted 
a  net  loss  of  some  7,675  businesses  and 
186,917  jobs  (table). 

What  made  the  difference  for  the 
winning  states?  "The  low  cost  of  doing 
business  in  many  southern  states  was  a 
big  incentive  in  that  region,  particularly 
when  compared  with  the  high  costs  of 
New  York  and  California,"  says  a  d&b 
spokesman.  Manufacturing  accounted  for 
most  of  the  employment  gains  in  low- 
wage  South  Atlantic  states  such  as 
Georgia,  South  Carolina,  and  North  Cai'- 
olina,  while  Virginia  and  Maryland  cap- 


tured jobs  from  Washington,  D.  C. 

The  Mountain  states,  by  contrast,  of- 
fered a  variety  of  different  incentives  to 
migrating  businesses.  Colorado  boasts, 
the  best  educated  work  force  outside 
of  the  Northeast,  Nevada  has  the  lowest 
ta.x  rate  in  the  nation,  and  Aiizona  of- 
fers low  taxes  and  low  wages. 

The  concentration  of  major  job  losses 
among  a  few  states  suggests  that  it  is 
often  onerous  local  conditions,  more  than 
brighter  oppoilunities  elsewhere,  that 
inspire  moves.  And  it  is  often  neigh- 
boring states — the  Mountain  states  and 
the  Pacific  Northwest  in  the  case  of 
California,  and  Connecticut  and  New 
Jersey  in  the  case  of  New  York — that 
reap  the  benefits  of  such  disaffection. 

For  now,  California  can  take  comfort 
in  the  fact  that  it  suffered  its  biggest 
losses  in  1991.  New  York's  situation 
seems  more  problematic.  Its  greatest 
job  losses  occuiTed  in  1995. 


HOW  RECALLS 
SHAKE  STOCKS 

U.S.  carmakers  take  a  bigger  hit 

According  to  efficient  market  theo- 
ly,  stock-i)rice  movements  instantly 
reflect  information  regarding  develop- 
ments likely  to  affect  future  earnings. 
So  what  about  recall  campaigns  by  mo- 
tor-vehicle manufacturers?  Besides  the 
du'ect  costs  of  notilying  car  owners  and 
correcting  defects,  vehicle  recalls  influ- 
ence a  company's  reputation  for  relia- 
bility, so  they  can  exact  an  even  heavier 
penalty  via  reduced  sales  and/or  prices. 

To  assess  the  stock  market's  reaction 
to  recalls  and  their  possible  costs,  econ- 
omists Brad  M.  Bai-ber  and  Masako  N. 
DaiTOUgh  of  the  University  of  CahfoiTiia 
at  Davis  recently  analyzed  the  market's 
reaction  to  578  recall  campaigns — in- 
volving nearly  141  million  vehicles — that 
were  reported  in  the  Wall  Street  Jour- 
nal fi-om  1973  to  1992.  The  data  covered 
recalls  by  the  Big  Tlii-ee  U.  S.  auto  mak- 
ers and  by  three  major  Japanese  car- 
makers— Honda,  Nissan,  and  Toyota. 

Weighed  against  broad  stock-market 
movements  on  the  days  suiTounding  re- 
call announcements,  the  researchers 
found  that  the  I'ecalls  caused  significant 
equity  losses  for  all  the  companies  in- 
volved. On  average,  the  relative  losses 
came  to  0.32%  of  market  value  per  re- 
call for  the  U.  S.  companies  and  0.69% 
for  the  Japanese  companies. 

For  the  U.  S.  companies,  average  loss- 
es in  equity  value  per  I'ecall  over  the  20 
years  ranged  fi-om  $14.8  million  in  1990 


dollars  (General  Motors  Coi-p.)  to  $471 
miUion  (Chiysler  Coi-j).).  For  Japanc 
companies,  per-recall  losses  ranged  fr' 
$5  miUion  (Nissan  Motor  Co.)  to 
miUion  (Toyota  Motor  Corp.). 

Over  the  long  i-un,  the  U.  S.  com] 
nies  suffered  far  lai'ger  cumulative  lo 
es.  The  Japanese,  however,  often  ha( 
larger  reaction  to  individual  reca 
Why?  Barber  and  Darrough  note  tl 
they  announced  only  66  recalls  over 
period  studied,  compared  with  507  ca 
paigns  by  U.  S.  carmakers.  Thus, 
market  has  probably  tended  to  ant 
pate  futm-e  recalls  foi'  U.  S.  auto  maki 
but  not  for  Japanese  companies. 

Indeed,  the  researchers  find  that 
negative  reaction  to  recalls  by  U 
companies  has  been  muted  in  rec( 
years,  indicating  that  the  market  n 
now  be  anticipating  their  recalls  oi 
regular  basis.  Despite  the  much  ba] 
hooed  improvement  in  the  rehability 
American  cars  vis-a-vis  Japanese  es 
the  data  on  recalls,  at  least,  sugg( 
that  the  gap  may  be  as  large  as  evel 


THE  IMPACT  OF 
BETTER  MEDICIN 

Why  the  U.S.  population  has  soar( 


Since  1900,  the  U.S.  population 
gi-owii  fi'om  81  million  to  a  projei 
276  million  in  2000.  Wliile  immigrat: 
has  helped  swell  the  census  count,  a 
factor  has  been  health  progi'ess.  Ji 
how  many  Americans  would  be  al 
today  without  the  medical  advances  a 
improvements  in  nutiition,  housing,  s 
living  standards  of  the  past  96  years 

That's  the  question  addressed  ir  !r 
study  by  Kevin  M.  Wliite  and  Sam  i 
H.    Preston    of   the  University 
Pennsylvania.  As-  hbkbmwmmi 
suming  historical 
patterns  of  immi- 
gi'ation  and  feitili- 
ty  rates,  they  find 
that  the  population 
today   would  be 
half  its  size  (chait). 
Mortality  reduc- 
tions in  the  first 
half  of  the  centu- 
ry, concentrated 
among  children 
and  young  adults, 
have  had  the  big- 
gest  impact.  In 
fact,  if  health  pro- 

gi-ess  had  stopped  in  1950,  the  auth( 
estimate  that  the  U.  S.  population  woi 
be  only  6%-  smaller  than  it  is  today. 


HEALTH  GAINS  LIF| 
THE  CENSUS  GOUM| 

U.S.  POPULATION 
IN  THE  YEAR  2000 
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JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


TOAST  FOR  THE  NEW  YEAR: 
APPY  REROUND 

sing  demand  and  a  narrowing  trade  deficit  will  supply  the  good  cheer 


us.  ECONOMY 


IE  RENEWED  UPTREND 
IN  FACTORY  ORDERS 


DURABLE  GOODS 

—  THREE-MONTH - 
AVERAGES 


In  recent  weeks,  the  econom- 
ic signposts  have  pointed  all 
r  the  place.  Weekly  unemployment  claims  have  yo- 
d.  The  trade  deficit  has  swung  wildly.  Housing  has 
ced  surprisingly  strong,  as  has  industrial  output, 
factory  orders  dropped.  What's  an  economy  watch- 
,0  make  of  all  this? 

leneath  the  weekly  and  monthly  squiggles  in  the 
a,  a  trend  of  renewed  strength  is  emerging.  E  co- 
lic growth  in  the  fourth  quarter  appears  to  have 
ced  up  from  its  2.1%  pace  in  the  third  quarter, 
by  new  energy  in  consumer  spending  and  by  a 
stantial  narrowing  in  the  trade  deficit. 

Domestic  demand  is  re- 
bounding from  its  third- 
quarter  sluggishness,  and  even 
foreign  demand  is  picking  up, 
based  on  the  October  surge  in 
exports.  Most  important,  man- 
ufacturers are  feeling  the  up- 
draft  in  their  order  books 
(chart).  Unfilled  orders  ai"e  pil- 
ing up,  and  producers  have  in- 
creased their  payrolls,  length- 
ened their  workweeks,  and 
1  up  their  production  lines. 

1  particular,  the  durable-goods  sector,  which  in- 
.es  long-lasting  items  ranging  from  air-conditioners 
irplanes,  is  holding  up  well — if  not  gaining  momen- 
.  That  rebound  is  why  the  economy  is  expected  to 
veil  in  early  1997. 

IE,  NEW  ORDERS  for  durable  goods  feU  1.6%  in  No- 

iber,  but  the  drop  was  not  broad,  and  the  three- 
ith  trend  is  rising  again.  Orders  tend  to  be  volatile 
1  month  to  month.  Indeed,  bookings  for  electi'onic 
ipment,  such  as  semiconductors  and  telecommunica- 
3  gear,  plunged  9.3%  in  November — the  major  soiu'ce 
le  month's  weakness — after  soaring  16.9%  in  October, 
verall  orders  so  far  in  the  fourth  quarter  are  well 
ve  their  third-quarter  average.  Ordei's  for  capital 
is  are  also  ahead  of  their  third-quarter  level,  despite 
3%  drop  in  November  bookings. 
Moreover,  unfilled  orders  continue  to  rise.  The  order 
dog  rose  0.3%  in  November,  after  a  1.2%  jump  in  Oc- 
r,  and  it  has  been  in  a  rising  trend  for  a  year.  Orders 
:^pital  goods,  especially  aircraft,  are  also  piling  up. 
onsumers  have  a  lot  to  do  with  manufacturing's 
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upbeat  outlook.  Their  inflation-adjusted  outlays  for 
goods  and  services  rose  0.3%  in  November,  on  the 
heels  of  a  0.4%  increase  in  October.  Even  if  December 
outlays  do  not  rise,  which  seems  unlikely,  real  con- 
sumer spending  will  grow  at  a  2.7%  annual  rate  for  the 
foui'th  quarter,  up  from  the  thii'd  quarter's  paltry  0.5% 
pace  (chait).  Reports  from  retailers  suggest  that  holiday 
buying,  while  not  gangbusters,  was  at  least  healthy 
enough. 

Outlays  for  durable  goods  accounted  for  40%  of  the 
November  spending  gain,  led  by  a  1.9%  jump  in  furni- 
ture and  appliances.  Semces  contributed  the  rest  of  the 
rise,  as  the  unusually  cold  weather  Hfted  utility  bills. 
Outlays  for  nondurable  goods  fell  0.2%,  but  that  re- 
flected a  drop  in  food  purchases,  which  seems  to  be  a 
quirk  related  to  the  late  Thanksgiving  holiday.  Ex- 
cluding food,  nondurables  purchases  rose  slightly. 

Given  continued  strength  in 
the  labor  markets,  consumers      CONSUMER  SPENDING 
have  ample  income  to  keep         BOUNCES  BACK 
spending  in  the  new  year. 
Personal  income  rose  a  solid 
0.5%  in  November,  and  ad- 
justed for  taxes  and  inflation, 
real  disposable  income  in- 
creased 0.3%.  Dming  the  past 
six  months,  real  income  has 
risen  at  a  2.9%  annual  rate, 
well  faster  than  spending.  In 
the  process,  households  have  been  able  to  save  more 
and  pay  down  some  of  their  debt.  Indeed,  credit-card 
delinquencies  fell  in  the  third  quarter  for  the  first 
time  in  two  years. 

STRONGER  DEMAND  is  not  confined  to  the  U.S. 
Prospects  are  good  that  rising  exports  will  also  keep 
U.  S.  manufacturers  humming  along.  Foreign  trade  is 
expected  to  add  modestly  to  growth  in  1997,  but  the 
outlook  is  not  without  some  wonies,  namely  the  doUai-'s 
rise  and  the  unending  advance  of  imports. 

Much  to  the  surprise  of  most  analysts,  the  foreig-n 
trade  deficit  for  goods  and  services  nan'owed  sharjjly  in 
October,  falling  to  $8  billion  from  $11.4  billion  in  Sep- 
tember. Imports  slipped  0.7%,  while  exports  jumped 
4.2%,  lifted  by  aircraft  exports. 

The  October  drop  means  that  the  trade  gap  began 
the  fourth  quarter  below  its  third-quarter  average. 
However,  Japan  has  already  said  that  its  trade  surplus 
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with  the  U.  S.  soared  31%  in  November,  led  by  a  huge 
jump  in  car  shipments.  That  deterioration  alone  could 
mean  an  increase  of  about  $1.4  billion  to  the  November 
U.  S.  trade  gap.  Even  so,  the  quarter's  net-exports  fig- 
ure that  goes  into  the  gi'oss  domestic  product  data 
was  likely  smaller  than  the  third-quarter  number 

Trade  may  temporarily  worsen  again  in  the  winter. 
That's  because  in  each  first  quarter  of  the  past  four 
years,  net  exports  have  widened  by  an  average  of 
$17.8  billion  compared  to  the  fomth-quaiter  level.  That 
has  cut  about  one  percentage  point  off  gdp  growth. 
All  the  widening  can  be  traced  to  a  weakening  in  ex- 
ports, which  may  reflect  the  weather  rather  than  any 
one-quarter  falloff  in  demand. 

THE  OUTLOOK,  THOUGH,  depends  on  economic,  not 
atmospheric,  conditions.  Looking  ahead,  the  prospect  of 
stronger  world  growth  clearly  is  a  plus  for  exports,  es- 
pecially capital  goods.  Foreign  sales  of  capital  goods 
have  risen  10.4%  fi'om  a  year  ago,  leading  the  7.2%  an- 
nual gain  in  overall  goods  exports  (chart).  Demand  in 
1997  mil  be  strongest  among  the  emerging  economies. 

The  big  danger  will  be  the  rise  in  the  dollar,  which 
has  gained  12.3%  vs.  a  trade-weighted  basket  of  cur- 
rencies since  Api-il,  1995.  The  dollar  has  surged  to  a  S%- 
yea.r  high  of  116  yen.  The  increase  of  Japanese  car 
shipments  in  November  reflects  the  loss  in  competi- 
tiveness fi'om  a  stronger  dollar. 


OECD 


WILL  CAPITAL  good: 
LEAD  AN  EXPORT  SURG' 


TOTAL  GOODS  EXPORTS 


So  far,  the  dollar's  movement  has  not  affected  h 
prices  of  many  exported  goods.  In  fact,  export  price  i 
November  fell  0.5%,  the  sixth  consecutive  decli 
Prices  were  down  1.3%  from  a  year  ago.  But  U.  S. 
porters  cannot  continue  to  swallow  the  exchange-i  i 
penalty.  As  it  is,  profits  earned  overseas  have  fallen '( 
two  straight  quarters.  Unless  the  dollar  weak 
shai-ply  in  1997 — an  unlikely  prospect — exporters 
have  to  boost  prices  or  see  profits  weaken  further. 

Foreign  manufacturers, 
meanwhile,  have  been  quick 
to  cut  prices.  Excluding  oil, 
import  prices  have  dropped  in 
six  of  the  past  seven  months. 
For  the  year  ended  in  No- 
vember, nonoil  import  prices 
were  down  1.9%.  Cheaper  im- 
ports, of  course,  wall  allow  for- 
eign goods-producers  to  ex- 
pand their  already  record 
share  of  U.  S.  markets. 

In  the  end,  exports  and  imports  will  not  set  - 
pace  for  U.  S.  manufacturers  in  1997.  Foreign  trad* 
only  the  icing — domestic  demand  is  the  cake.  And 
now,  healthy  consumer  fundamentals  and  brimminj^  . 
der  books  suggest  that,  after  slowing  down  in  r 
and  early  1996,  the  factory  sector  is  enjoying  a  s\\ 
upturn  heading  into  1997.  i 
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GLOBAL  BONDS  CAN  STAND  FED  HIKES 


If  the  Federal  Reserve  lifts  U.  S 
interest  rates  in  1997,  as  the 
Organization  for  Economic  Coop- 
eration &  Development  forecasts 
in  its  latest  semiannual  outlook 
for  29  member  coun- 
tries, will  the  hike 
bring  tuiTnoil  to  global 
bond  markets?  That 
happened  when  the 
Fed  tightened  in  1994, 
and  bond  yields  out- 
side the  U.  S.  soared 
though  economic  fun- 
damentals hardly  jus- 
tified theii"  surge.  If 
that  were  to  happen 
in  1997,  the  fragile  re- 
coveries in  Em'ope 
and  Japan  would  be  at  risk. 

While  the  oecd  believes  that 
interdependencies  among  global  fi- 
nancial markets  have  increased,  it 
argues  that  a  I'epeat  of  the  1994 


THE  OECD:  MODERATE 
GROWTH.  LOW  INFLATION 

REAL  GDP  INFUTION* 


EUROPEAN  UNION 
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debacle  is  unlikely.  First,  the 
Paris-based  think  tank  says  that 
globalization  has  helped  to  ease 
bond-market  synchronization,  be- 
cause exchange  rates  now  absorb 
more  of  the  pressures 
that  can  result  when 
interest  rates  diverge. 

Second,  any  U.  S. 
tightening  is  Kkely  to 
be  on  a  smaller  scale 
than  in  1994,  says  the 
OECD,  because  real 
policy  rates  were 
much  lower  then. 
Also,  given  uncertain- 
ties about  recoveries 
in  Europe  and  Japan, 
global  demand  for  cap- 
ital is  unlikely  to  spike  up,  as  was 
the  fear  in  1994.  The  Bank  of 
Japan  will  be  able  to  keep  short- 
teiTn  rates  low  without  fear  that 
inflation  will  pick  up,  keeping  the 


2.4  2.0 
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upward  pressure  off  Japan's  long- 
term  rates. 

Underlying  all  this  is  the  OECD 
forecast  for  moderate  world 
growth  in  1997  of  2.4%,  the  same 
as  in  1996,  rising  to  2.7%  in  1998 
as  recoveries  in  Europe  and 
Japan  strengthen.  The  forecaster; 
see  Uttle  threat  of  inflation, 
though  they  suggest  that  situa- 
tions in  Britain  and  the  U.  S.  bea; 
watching.  The  oecd  says  the  gen- 
erally low  risk  of  inflation  offers 
the  chance  for  interest-rate  cuts, 
especially  in  Continental  Europe 
where  efforts  to  cut  public  spend- 
ing are  braking  economic  growth 
and  keeping  joblessness  high. 

If  the  OECD  is  right,  a  diver- 
gence in  monetary  policies  in  the 
U.  S.  vs.  those  in  Japan  and  Eu- 
rope would  result  in  a  strong  dol- 
lar, but  it  would  not  wreak  havoc 
in  the  global  bond  markets. 
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SOFTWARE 


BILL  S  QUIET 
SHOPPING  SPREE 

These  days,  Microsoft  is  making  deals  left  and  right 


There  are  the  usual  corporate  in- 
vestment binges,  and  then  there  is 
the  one  under  way  at  Microsoft 
Coip.,  a  company  with  $8  billion  in 
cash  and  a  yen  to  buy.  In  the  past  year, 
the  most  poweiful  company  in  the  per- 
sonal computer  business  has  quietly 
added  a  new  tactic  to  its  considerable 
arsenal:  In  addition  to  a  huge  internal 
research  and  development  effort,  it  is 
snatching  up  technologies — or  getting 
an  inside  peek  at  them — tltrough  acqui- 
sitions and  investments. 

In  1996,  in  a  major  push  little  no- 
ticed by  outsiders,  the  software  giant 
bought  or  invested  in  20  companies — 
neai'ly  double  the  pace  of  its  dealmaking 
in  1994.  Microsoft  executives  are  hush- 
hush  about  the  exact  amounts  they  put 
up  in  each  deal  but  say  they  spent 
about  $1.5  biUion  during  the  past  three 
years,  and  that  nearly  half  of  that  mon- 
ey was  expended  in  1996. 

The  siun  barely  dents  Microsoft's  cash 
hoard.  But  the  sheer  volume  of  deals 
has  catapulted  Microsoft  into  the  top 
tier  of  all  coiporate  investors,  according 
to  researchers  VentureOne,  and  has 
pushed  it  way  ahead  of  rival  Netscape 
Communications  Corp.,  which  did  eight 
deals  last  year.  Says  Charles  Fe 
derman,  chairman  of  mergers- 
and-acquisitions  advisers 
Broadview  Associates,  which 
been  involved  in  five  Mi 
crosoft  transactions:  "I 
see  no  other  company  in 
this  industry  that  is  mov- 
ing as  aggressive-  ^fcs>^^>x 
ly  and  with  as  sin-     v^fr-,  ' 
gular  a  purpose." 

BUYOUT  SHUTTLE.  Ci  e  ^ 

(lit  the  Internet.  The  frenetic  pace  ''^se' 
of  technological  development  on  the 
Net  means  products  are  churned  out  in 
as  few  as  three  months  instead  of  two 
yeai's.  Indeed,  thi-ee  yeai-s  ago,  Microsoft 
rarely  made  an  acquisition,  relying  in- 
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stead  on  its  r&d  machine.  Now,  it  main- 
tains a  five-person  corporate  develop- 
ment team  working  on  deals  full-time  to 
fill  in  its  Internet  gaps  and  bolster  its 
product  line.  "The  Internet  is  a  huge  in- 
fluence," says  Gregory  B.  Maffei,  Mi- 
crosoft's treasiu'er  and  chief  dealmaker, 
who  oversees  the  team.  "It's  partly  In- 
ternet time.  It's  paitly  that  the  Internet 
has  created  new  opportunities.  And  there 
are  lots  of  new  small  companies." 

Few  of  them  imexplored  by  Microsoft. 
In  the  past  couple  of  years,  Microsoft 


executives  have  shuttled  across  the  gl 
analyzing  hundreds  of  companies.  Tl 
have  settled  on  20  this  year,  many 
them  crucial  to  their  Internet  strat( 
Last  January,  for  example,  Micro; 
bought  Vermeer  Technologies  Inc.,  a 
oneer  in  World  Wide  Web  publish 
software,  for  what  insiders  say  was  $ 
million  in  Microsoft  stock.  Today, 
meer's  FrontPage  authoring  system 
key  to  Microsoft's  Internet  effort 
Another  notable  deal:  In  Sep- 
tember, Microsoft  took  (u-^^JiS? 


In  1996,  Mic 
dramatically  sfc 
up  its  merg( 
inves 
strategy.  Sc 
t„        the  sol 

\ 


giant's  n(| 
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estimated  5%  stake  in  Webxv  Net- 
•ks  Inc.,  a  hot  startup  that  dehvers 
Internet  via  television.  The  trans- 
on  included  an  agreement  for  the 
ipanies  to  adapt  Microsoft's  Internet 
)lorer  browser  for  TVs,  countering 
.scape's  TV  push  through  spin-off 
do.  Insiders  say  Microsoft  Chaiman 
iiam  H.  Gates  III  personally  invest- 
n  WebTV,  as  well. 

/  BLOOD.  Microsoft  is  as  anxious  to 
the  masteiTninds  behind  the  compa- 
as  the  companies  themselves.  That's 
jcially  true  in  the  Internet  arena, 
■re  talent  is  in  tight  supply.  Foi-  in- 
ce,  Microsoft  isn't  certain  it  will  keep 
)f  the  products  that  come  with  its 
■.  20  pui'chase  of  Macintosh  software 
f  :er  ResNova  Software  Inc.  But  it 
)  wants  ResNova's  five  developers, 
s  Microsoft  Senior  Vice-President 
d  A.  Silverberg:  "New  blood  brings 
xciting  new  ideas."  ^^..^ 
0  better  the  odds  of  woo-  ^-^SC^s^^^^ 
the  best  and  ^V*^^*^""^ 
htest,       ,  JK;;^^^ 

Y^TW^  EXOS,  developer 
of  software  for  game-control 
devices,  agreed  to  a  buyout 


Microsoft  created  a  four-person  "new 
ventures"  human-resources  team  14 
months  ago.  On  the  day  a  deal  is  an- 
nounced, team  members  anive  and  talk 
to  each  worker  one-on-one,  with  the  idea 
of  identifying  concerns  and  eliminating 
them — all  in  three  to  five  weeks. 

Microsoft  quickly  homes  in  on  what  it 
vdll  take  to  get  workers  to  move 
to  headquarters  in  Red- 
mond, Wash.  Then,  the 
company  flies  the  employ- 
ees, their  families — even  par 
ents — to  Seattle  foi'  toiu-s.  They 
are  ensconced  in  swank  lodgings 


uch  as  the  Bellevue  Club  while  Micro- 
soft connects  them  with  real  estate 
agents,  medical  specialists,  and  schools. 
Microsoft  has  gone  so  far  as  to  sliip  one 


I  Microsoft  bought 
Technologies,  mak- 
ontPage,  a  tool  for 
and  managing  Web 
Its. 

Black  Entertain- 
evision  and  the 
giant  launched  a 
ture  aimed  at  de- 
nteractive  entertain- 
d  information. 

3  Microsoft  pur- 
^olusa,  a  developer 
-oriented  program- 
the  Internet. 

3  Aspect  Engineer- 
;h  makes  tools  and 
gies  for  the  Inter- 
out  to  Microsoft. 

I  Microsoft  bought 
ieveloper  of  soft- 
mobile  computers. 


JUNE  11 


As  part  of  its 
core  strategy  for  electronic 
retailing,  Microsoft  bought 
eShop,  an  Internet-com- 
merce software  maker. 


JUNE  17 


licrosoft 
puchased  Electric  Gravity, 
creator  of  the  Internet 
Gaming  Zone,  a  Net  site 
for  games. 

iTTTTTin^  Microsoft  in- 
vested in  ENTEX  Infor- 
mation Services,  a  con- 
tractor that  handles 
most  of  Microsoft's 
help-desk  activities. 

Q^^Q  Microsoft  ^ 
invested  in  Single- 
Trac  Entertainment, 
a  developer  of  such 
games  as  Twisted 
Metal  and  Warhawk. 


;;';o^'fy  stake  to  \ 
'^'crosoft  ThP  ^ 

col/aborat  on 


new 
system 


p/onee  ^ 


net  a 
^  0^  soff^vare 


Macintosh  ,n,y°P''  Of 
^'crfson     ''''"^'^'d  by 


^'^ntb^^J'';^  software 


job-hopping  developer's  belongings  from 
five  separate  cities  around  the  U.  S.  For 
another,  it  dismantled  an  airplane  and 
tiTjcked  it  across  the  country.  "We  think 
of  them  as  employees  ft'om  the  get-go. 
It's  just  good  business,"  says  Denise 
White,  who  heads  the  team. 

So  far,  it's  successful.  In  the  past  18 
months,  Microsoft  has  added 
about  250  people,  mostly  key 
developers,  to  its  ranks 
through  acquisitions.  En- 
trepreneurs on  the  re- 
ceiving end  say  the  acquisition 
process — from  first  contact  to  the  anival 
of  moving  vans — has  been  distilled  to  a 
science. 

"CLARION  CALL."  Take  NetCarta,  Micro- 
soft's most  recent  acquisition,  announced 
on  Dec.  10.  NetCarta  is  a  Scotts  Valley 
(Calif.)  maker  of  WebMapper  Web-site 
management  software.  It  was  having 
some  success  in  the  mai'ket  but  needed  a 
heavyweight  partner  for  marketing  and 
distribution.  Majority  owner  CMG  Infor- 
mation Sei-vices  began  shopping  the  com- 
pany around  and  got  nibbles  fi'om  IBM, 
Microsoft,  and  Netscape.  Microsoft 
swooped  in,  offering  $20  million,  and 
quickly  nailed  the  deal.  One  key  condi- 
tion: Co-founder  Rory  Stark  had  to 
to  move  to  Redmond. 
CMG  CEO  David  WethereU  knows 
from  experience  that  Microsoft 
once  moved  a  lot  slower  The 
i,  last  time  he  faced  Mi- 
^{^^  crosoft  across  the  nego- 
'  tiating  table  is  now  leg- 
end at  Microsoft — as  a 
lesson  in  what  not 
to  do.  It  was  May, 

'^IhW  ^"^^  owned 

Booklink,  a  browser  that 
'''Jr'    caught  the  company's  eye. 
But  Microsoft  dawdled,  drag- 
ging  negotiations  into  Novem- 
ll    ber.  And  its  $2  million  offering 
y    price  was  low.  Result:  The  week- 
II    end  before  it  hoped  to  close  the 
deal,  America  Online  Inc.  zoomed 
in,  offered  $30  milhon  in  stock,  and 
walked  away  with  Booklink,  which 
for  a  time  was  its  key  browser  tech- 
nology. Says  Silverberg:  "It  was  a  clai'- 
ion  call.  That  woke  us  up." 
By  now,  the  computer  industry  is  all 
too  familial'  with  an  awakened  Microsoft. 
And  Maffei  sees  no  letup  in  Microsoft's 
investment  pace  in  1997.  "I  see  people 
like  us  continuing  to  buy  technology  to  fit 
into  what  we  have,  fill  our  holes,  and 
expand  oui'  product  fines,"  Maffei  says. 
In  other  words,  so  long  as  the  Internet  is 
in  overdrive,  expect  Microsoft  to  just 
keep  buying — and  buying  and  buying. 
By  Kathy  Rebello  in  San  Francisco 
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COMPUTERS 


HOW  APPLE 

TOOK  ITS  NeXT  STEP 

When  its  Mac  OS  efforts  failed,  it  turned  (again)  to  Steve  Jobs 


It  was  a  tnie  Silicon  Valley  moment: 
the  retiuTi  of  Steven  P.  Jobs  to  Apple 
Computer  Inc.,  the  company  he  co- 
founded  20  yeai's  ago.  As  woi'd  spread  of 
Apple's  $400  million  pui'chase  of  Jobs's 
NexT  Software  Inc.  on  Dec.  20,  one  NexT 
employee  brought  his  pajama-clad  son 
to  witness  the  press  conference  at  7:15 
that  evening.  A  softwai'e  executive  called 
to  ask  if  he  could  bring  a  date. 


What's  clear  is  that  this  decision 
shouldn't  have  taken  so  long.  By  early 
1995,  many  Copland  engineers  knew 
their  project  was  hopelessly  behind 
schedule.  With  Microsoft  Corp.  steadily 
trimming  Apple's  technology  lead,  Apple 
managers  had  responded  by  loading  new 
features  into  Copland — putting  it  still 
ftulher  behind.  Last  May,  thi-ee  months 
after  taking  the  company's  top  job,  Ap- 


Cutting  It 
Close 

Apple's  scramble  to 
come  up  with  a  pian 
for  upgrading  its 
operating  system  1 
offerings  in  time  for 
the  MacWorld  trade 
show,  which  starts 
Jan.  7  5 


OCT.  23  Apple  CEO  Gil  Ame- 
lio  meets  Be  Inc.  Chief  Jean- 
Louis  Gassee  to  discuss  the 
possibility  of  Apple  buying  Be. 
Convinced  Be  is  Apple's  only 
option,  Gassee  later  snubs  a 
sub-$100  million  offer. 

r    NOV.  25 

With  talks 
stalled,  Apple 
chief  technol- 
ogist Ellen 
Hancock  gets 
a  pitch  from  a 
midlevel  mar- 
keter at  NeXT. 
She  agrees  to 


take  a  look  at 
NeXT's  operat- 
ing system. 

DEC.  2  Apple 
co-founder 
Steve  Jobs 
meets  with 
Amelio,  pitch- 
es the  NeXT 
system. 


at  the  cun-ent  price,  for  tiny,  50-pers 
Be.  Amelio  refused  to  go  above  $1 
milhon,  and  Apple  execs  seethed 
Gassee's  demand  for  full  control  of  . 
pie's  softwai'e  development  and  Be's  p 
sistent  leaks  to  the  press.  Talks  stalled 
early  November.  "The  press  [leaks] 
solutely  backfh-ed"  on  Be,  says  Hanco 
As  "Plan  Be"  faded,  Apple  wider 
its  search.  In  November,  Hancc 
told  the  10-person  team  that  had 
cretly  assessed  Be's  software  to  cons 
er  Sun  Microsystem  Inc.'s  Solaris, 
crosoft's  Windows  NT,  and  even  Talig^i: 
an  Apple-IBM  joint  venture  that  was  | 
but  scrapped  18  months  ago.  Hanccf  : 
even  prepared  to  go  it  alone.  On  N|( 
15,  she  gave  the  0.  K.  to  a  long-si): 
pressed  plan  favored  by  many  Copla  - 
staffers  to  quickly  come  up  wi  1 

DEC.  16  After  two  weel< 
technical  reviews  at  Nei 
executives  spend  an  aft 
at  Apple  laying  out  proc 
plans.  The  basic  idea:  c 
NeXT  technology  with  r( 
rected  bits  of  Copland 

DEC.  19  Apple  agrees  t 
acquire  NeXT. 


DEC.  10  Jobs  and  NeXT  techni- 
cal chief  Avie  Tevanian  make 
their  case  to  Apple's  top  execs 
at  a  Palo  Alto  hotel.  For  the 
next  five  days,  Amelio  and  Jobs 
discuss  strategy  and  technology. 


DEC.  20  After  a  lengthy 
board  meeting,  the  com 
race  to  tie  up  the  detail 
and  Amelio  break  the  in 
a  7:15  p  m.  press  confe 
attended  mostly  by  NeX 
engineers. 


But  if  the  yuletide  surprise  made 
great  theater,  it  was  a  frantic  final  act  to 
Apple's  search  for  a  software  strategy. 
And  like  most  roish  jobs,  this  one  raises 
as  many  questions  as  it  answers.  Can 
Apple  maintain  the  loyalty  of  past  cus- 
tomers and  software  developers  by 
adapting  all  progi-ams  for  existing  Mac- 
intosh computers  to  nm  on  NexT's  soft- 
ware? Since  NexT's  software  nms  on  In- 
tel Cori:).'s  microprocessors,  will  Apple 
risk  further  eroding  its  products'  dis- 
tinctiveness by  offering  its  operating  sys- 
tem on  industry-standard  PCs?  And  just 
how  will  Apple  forge  a  wimiing  platfoiTn 
from  Copland,  Apple's  failed  effort  to 
upgi'ade  the  Mac's  operating  system,  and 
NextStep,  an  aging  progi-am  that  has 
done  Little  on  its  own?  "Tliey  must  get  it 
right  to  have  a  reasonable  chance  at  a 
tumai'oimd,"  says  Dean  Witter  Reynolds 
analyst  Eugene  G.  Glazer.  "Obviously, 
Microsoft  isn't  standing  still."  Wall  Street 
is  unmoved  by  Apple's  prospects:  Its 
shares  traded  at  about  $23,  almost  un- 
changed, a  week  after  the  announcement. 


pie  t'EO  Gilbert  F.  Amelio  reorganized 
the  project.  That  fix  was  a  failure,  and 
in  August,  newly  hii-ed  chief  teclmologist 
Ellen  Hancock  froze  development  alto- 
gether. Besides  being  late,  Copland 
lacked  key  features,  such  as  protected 
memoiy,  wliich  prevents  system  crashes, 
she  says.  But  freezing  Copland  set  off 
howls  fi'om  softwai'e  developers  and  cus- 
tomers. To  appease  them,  Amelio 
promised  to  unveil  a  new  softwai-e  strat- 
egy on  Jan.  7,  at  the  MacWorld  trade 
show  in  San  Francisco. 
PLAN  BE.  To  meet  the  deadline,  Apple 
began  to  search  seriously  for  an  alterna- 
tive. Jean-Louis  Gassee,  head  of  Be  Inc. 
and  a  fomer  chief  teclmologist  at  Apple, 
had  approached  former  Apple  CEO 
Michael  H.  Spindler  in  1994  and  again  in 
1995  about  merging  his  company,  which 
is  developing  a  new  operating  system, 
with  Apple.  He  made  headway  in  late 
July,  after  pitching  his  idea  to  Hancock  at 
a  dinner  party.  Gassee,  however,  over- 
played his  hand,  demanding  at  least  a 
10%  stake  in  Apple,  worth  $285  million 


a  less  ambitious  version  of  Coplai 
Then,  Steve  Jobs  entered  the  pictu 
Reading  about  the  Be  rumors,  Jo| 
called  Amelio  in  mid-November  to  ^ 
up  a  meeting.  "At  that  point,  I  was  i|' 
ally  just  calling  to  offer  my  advice,  r] 
to  sell  my  stuff,"  says  Jobs.  The  t^j 
execs  arranged  to  meet  when  Ame 
returned  from  a  business  trip  in  As| 
But  by  then,  Apple  was  already  deef| 
interested  in  NexT.  Why?  On  Nov. 
Hancock  happened  to  retui'n  a  call  frc| 
a  mid-level  NeXT  manager,  Garrett  | 
Rice,  who  had  been  searching  for  H 
censees  for  the  company's  NextStep  o| 
erating  system.  "To  be  honest,  we  h|jf 
not  heard  much  about  it,  but  I  was  ill 
pressed  by  what  he  said  they  had,"  sail; 
Hancock.  She  sent  a  team  to  NeXT's  (| 
fices  to  take  a  look.  [j 
When  Jobs  and  Amelio  finally  mj; 
on  Dec.  2,  Ameho  had  naiTowed  his  o\i 
tions  down  to  Be  or  NexT.  And  Joj^ 
came  prepared  with  a  presentation  |' 
NeXT's  technology  in  his  laptop.  Jobii 
advice  also  stinck  a  chord:  Make  a  ra| 
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move,  but  go  with  a  technology 
;'s  battle-tested — such  as  NextStep. 
^ith  the  Jan.  7  deadline  looming,  Ai> 
techies  invaded  NeXT's  offices  almost 
V.  And  after  Jobs  and  technical  chief 
;  Tevanian  made  a  pitch  to  Apple's 
m-member  executive  boai"d  at  a  Palo 
)  (Calif.)  hotel  on  Dec.  9,  the  deal 

all  but  done.  Strolling  around  the 
k  afterward,  "we  pretty  much  knew 
deal  was  going  to  go  dovra,"  says 
xnian,  who  will  be  Apple's  new  oper- 
3-system  chief,  reporting  to  Hancock, 
ilio  and  Jobs  wrapped  up  details  at 
i's  home  later  that  week. 
ISTCR  CHALLENGE.  Who  got  the  best 
le  bargain?  Clearly,  Jobs  comes  out 

After  years  of  tiying  to  take  NeXT 
lie,  he'll  get  some  $175  million  in 
1  and  stock  for  his  45%-plus  stake. 

other  than  a  part-time  consulting 
— he'll  even  have  an  office  at  his 
haunt — he's  free  to  focus  on  Pixar 


((D  FUTURE:  Amelio  and  Jobs 


nation  Studios  and  other  interests, 
advise  Gil  as  much  as  I  can,  until  I 
i  they  don't  want  my  help  or  I  de- 
they're  not  listening,"  he  says, 
s  for  Apple,  a  monster  challenge 
ains:  to  remake  its  Mac  OS  operat- 
system  work  with  NextStep  and 
iltaneously  persuade  Mac  progi'am- 
5  burned  by  Apple's  slow  sales  of 
to  stay  the  course.  Apple  says  it 
deliver  a  version  of  NextStep  for 

hardware  by  late  1997,  but  it 
t  run  Mac  software.  Even  in  1998, 
mclear  what  titles  will  run  on  the 

OS.  The  big  risk:  Software  devel- 
s  may  drop  work  on  Mac  software 
tie  meantime.  "They've  basically 
m  new  development  through  the 
of  1997,"  fumes  longtime  Mac  de- 
per  Chuck  Shotten.  "I'm  going  to 
he  exact  minimum  possible."  If 
ing  else,  that  sort  of  talk  sends  a 
•  message  to  Apple:  Get  it  right. 
'  may  not  have  another  chance. 

By  Peter  Burrows 
in  San  Mateo,  Calif. 


COMMENTARY 


By  Peter  Burrows 


THE  SOUL  OF  A  NEW  MACHINE: 
TOO  LiniE,  TOO  LATE 


At  the  Dec.  20  press  confer 
ence  announcing  the 
acquisition  of  NeXT 
Software  Inc.  and 
heralding  the  part- 
time  return  of  Steven 
P.  Jobs,  Apple  Comput-  ^ 
er  Inc.  Chief  Executive  ' 
Gilbert  F.  Amelio 
explained  his  reasoning 
this  way:  "We  chose  Plan  A 
instead  of  Plan  Be" — a  reference 
to  Apple's  widely  reported,  and 
eventually  abandoned,  talks  to  buy 
Be  Inc. 

It  might  have  been  more  apropos 
to  call  it  Plan  D — for  desperate. 
Having  ruled  out  other  options,  Ap- 
ple accepted  an  imperfect  solution 
that  is  flill  of  technical  holes.  Ti'ue, 
years  of  mismanagement  had  left 
Amelio's  operating-system  develop- 
ment team  with  no  easy  answer — it 
was  clear  by  last  vdnter  that  Ap- 
ple's effort  to  develop  its  Copland 
operating  system  was  a  mess. 
And  the  company  had  publicly 
promised  to  come  up  with  an 
operating-system  strategy  by  early 
January.  Still,  trying  to  cobble 
the  Macintosh  personal  computer 
around  NexT  technology  isn't  going 
to  satisfy  customers  or  give  Apple 
an  edge  over  its  ever-more-potent 
rivals. 

CAN  OF  WORMS?  The  NextStep  op- 
erating software  that  Apple  will  use 
to  upgrade  the  Mac  is  nine-year-old 
technology.  Nexx's  WebObjects  In- 
ternet technology  has  generated 
some  excitement,  but  NeXT  long 
ago  lost  the  operating-system 
wars  to  rivals  such  as  Microsoft 
Corp.  Indeed,  despite  its  efforts 
during  the  past  two  years,  NexT 
couldn't  even  muster  enough  credi- 
bility to  launch  an  initial  public  of- 
fering in  the  hottest  IPO  market  in 
history. 

In  buying  NeXT,  Apple  executives 
are  trying  to  rescue  their  failed  op- 
erating-system strategy.  But  all 
they  have  done  is  acquire  a  compa- 
ny that  has  taken  nearly  a  decade 
to  carve  out  a  barely  profitable 
niche  business.  Apple  Technology 
Chief  Ellen  M.  Hancock  should 
know  the  shortcomings  of  NeXT 
technology  as  well  as  anyone.  Her 


former  employer,  IBM,  gave  Jobs 
a  reported  $50  million  in  the 
late  1980s  for  access  to  NexT 
software.  In  the  end,  it  did 
little  with  the  technology. 
Recently,  IBM  considered  a 
plan  floated  by  former  Lo- 
tus Development  Corp. 
chief  Jim  P.  Manzi  to  buy 
NexT.  IBM  passed. 
Apple  execs  talk  up  the  deal 
by  saying  that  they  now  have  the 
sophisticated  software  to  make  in- 
roads into  the  corporate  PC  market, 
where  Apple  has  only  a 
tiny  2%  share.  But  NexT's  software 
is  used  primarily  in  the  financial 
services  industry.  Its  niche  market 
means  that  few  independent  soft- 
ware developers  write  programs  to 
work  with  NexT.  In  other  words, 
the  NexT  strategy  doesn't  address 
Apple's  need  for  software  that 
would  have  broad  corporate  appeal, 
and  NexT  does  nothing  to  help  Ap- 
ple hold  on  to  its  core  customer 
base  in  education  and  consumer 
markets.  Meanwhile,  Microsoft  is 
solidifying  its  dominance  of  the  cor- 
porate and  consumer  markets 
and  is  eyeing  Apple's  stronghold  in 
education. 

The  most  troubling  aspect  of  the 
NexT  deal,  however,  is  the  question 
it  raises  about  compatibility:  It's  not 
at  all  sure  that  Apple's  NexT  operat- 
ing system  will  be  able  to  run  the 
millions  of  Mac  progi'ams  that  were 
sold  in  the  past  13  years.  Amelio 
has  promised  to  lay  out  more  details 
at  MacWorld  in  San  Francisco  on 
Jan.  7,  but  it's  already  clear  that  to- 
day's Mac  ovmers  won't  be  able  to 
run  their  titles  on  the  NexT-based 
operating  system  until  1998,  if  then. 
Apple's  probable  plan:  continue  to 
improve  the  current  Mac  System  7 
for  current  Macintosh  owners  and 
then  wow  shoppers  with  hot  new 
technology  that  will  entice  them  into 
trading  in  old  machines. 

That's  what  happened  when  the 
Macintosh  replaced  the  Apple  II. 
But  the  Mac  was  ahead  of  its  time 
and  a  genuine  breakthrough. 
NextStep  just  isn't  in  that  class. 

Burrows  tracks  Apple  from  San 
Francisco. 
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News:  Analysis  &  Commentary 


CONGRESS 


DONORGATE  AND  NEWTGATE 
TAKE  CENTER  STAGE 

For  now,  ethics  will  overshadow  legislation 


Just  weeks  ago,  on  the  heels  of 
President  Clinton's  convincing  sec- 
ond-term win  and  the  Republicans' 
success  at  retaining  control  of  Capitol 
Hill,  Washington  leaders  were  chanting 
"compromise."  But  the  hymns  to  har- 
mony have  suddenly  gone  flat.  The  rea- 
sons: House  Speaker  Newt  Gingi'ich's 
admission  that  he  misled  the  House 
Ethics  Committee  about  his  use  of  tax- 
exempt  foundations  to  back  his  pohtical 
causes  and  the  deepening  fund-raising 
scandal  surrounding  Clinton. 

Now,  as  the  105th  CongTess  convenes 
in  Washington,  the  Georgia  Republi- 
can's fight  for  survival  as  Speaker  will 
be  a  huge  distraction  for  lawmakers 
itching  to  tackle  a  legislative  agenda. 
"It's  going  to  make  it  much  tougher  to 
find  common  gi-ound,"  says  Represen- 
tative Peter  King  (R-N.Y.).  And  a 
steady  stream  of  revelations  suggesting 
that  the  Clinton  campaign  sold  White 
House  access  to  wealthy  Asian  donors 
could  hobble  the  President's  agenda  as 
well.  "This  is  gi'owing  into  a  Class  One 
scandal,"  worries  Democratic  adviser 
Ted  Van  Dyk.  "If  Newt  Gingi-ich  goes 
down,  the  Republicans  will  tiy  to  bring 
Clinton  down,  too." 

"TOO  CONFRONTATIONAL."  Barring  the 
appearance  of  any  new  revelations. 
House  Republican  leaders  believe  they 
can  weather  defections  from  back- 
benchers such  as  Representative 
Michael  P.  Forbes  (R-N.  Y.)  and  reelect 
Gingiich  as  Speaker  on  Jan.  7.  And  pii- 
vately.  Democrats  say  they  won't  mind 
if  a  damaged  Gingrich  survives.  They 
welcome  the  chance  to  use  his  ethics 


frets  one  cop 


woes  to  divert  atten- 
tion from  the  First 
Family's  problems. 
Even  if  he  holds  on 
to  his  office,  Gin- 
gi'ich's  days  as  an  all- 
powerful  Republican 
field  general  seem  to 
be  over.  His  pugna- 
cious style  has  made 
him  a  liability  to 
many  Republicans. 
Gingi'ich  is  "too  con- 
frontational, and  it's 
thi'eatening  the  effec- 
tiveness of  the  party, 
lawmaker. 

While  the  ethics  wars  rage,  some 
legislators  are  detennined  that  the  par- 
tisan potshots  not  produce  the  grid- 
lock that  plagued  past  Congi-esses.  In 
fact,  the  perverse  effect  of  more  parti- 
san bloodletting  may  be  a  shift  of  pow- 
er to  (iOP  moderates  and  "Blue  Dog" 
Southern  Democrats,  who  are  eager 
to  bridge  ideological  differences  in  such 
areas  as  deficit  reduction,  tax  cuts, 
and  deregulation  (table).  "The  House 
leadership  realizes  they  don't  have  the 
numbers  they  had  last  year,"  says  U.S. 
Chamber  of  Commerce  lobbyist  Lon- 
nie  P.  Taylor.  "You  talk  to  the  Blue 
Dogs,  and  they  think  they  can  set  the 
agenda." 

That's  fine  with  the  White  House, 
which  wants  to  avoid  constant  policy 
conflicts.  Says  one  top  Administration 
official:  "You  don't  have  the  Republi- 
cans steamrolling  in,  this  time,  with  a 
Contract  [With  America]  that  forces  us 


TWO  TARGETS:  More  attacks  on  Clinton  if  Gingn 


A  DEALMAKING  CONGRESS? 

Issues  on  which  the  GOP  and  White  House  may  be  able  to  compromise 

BUDGET  Both  sides  will  likely  agree  to  balance  the  budget  by  2002,  but 
Clinton  may  balk  at  Republican  demands  for  a  constitutional  amendment. 
Source  of  cuts:  Corporate  "welfare"  and  Medicare. 

TAXES  Look  for  a  tax  cut  of  $100  billion  over  five  years.  Clinton  will  agree 
to  a  capital-gains  cut  and  to  reducing  estate  taxes  in  return  for  a  child 
credit  for  middle-class  families. 

DEREGULATION  Lawmakers  will  chip  away  at  barriers  separating  banks, 
brokers,  and  insurers,  ease  environmental  rules,  and  open  debate  on  federal 
deregulation  of  utilities. 


to  di-aw  lines  in  the  sand  to  pro\"f 
we  stand  for."  Business  leadei- 
hopeful  that  a  bipartisan  coalitiui' 
allow  Chnton  to  take  the  lead  on  i 
controversial  matters  as  restr;i  ■ 
gi'owth  in  Medicare  and  Social  S 
to  achieve  a  balanced  budget.  "( 
going  to  be  a  little  less  partisaii, 
diets  Chicago  Board  of  Trade  CI  mi 
Patrick  H.  Ai'bor.  "He's  now  inti  r 
in  the  history  books." 
LONG  FREEZE.  A  budget  agn 
could  actually  spring  fi-om  the  c;;; 
if  for  no  other  reason  than  tin 
sides  believe  the  voters  demai. 
"Both  paities  campaigned  on  a  (It  . 
now  have  a  huge  stake  in  achie\ 
says  Van  Dyk.  While  last  years 
discussions  fell  victim  to  campaii:) 
itics.  White  House  and  Congres- 
budget-cutters  hope  that  they  can 
vive  the  framework:  a  five-year  fif 
on  most  domestic  spending, 
lion  in  cuts  from  projected  Med  13 
spending,  and  a  modest  middle-15 
tax  cut. 

But  Congress  has  a  small  \vin< 
for  compromise.  The  Repubhcans"  li 
ings  on  Democratic  fund-raising  ef  i 
are  slated  for  the  fall,  and  cooix  )  . 
at  that  point  may  wither.  La\\i;i  r 
realize  that  if  they  can't  hang  tnLii  i 
for  a  few  months  to  move  legi^la 
they  may  hang  separately  in  tli( 
election.  But  many  concede  that 
job  won't  be  made  any  easier  by 
ethics  uproar  that  is  now  grip} 
Washington. 

By  Dean  Foust,  with  Mai~y  Beth 
gan  and  Amy  Bornis,  in  Washing 
and  bureau  reports 
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COMMENTARY 


By  Joseph  Weber 

CONTACT  LENSES:  FOCUS  ON  OPEN  MARKETS 


Preferring  to  do  what  they  do 
best,  most  doctors  gave  up  dis- 
pensing medicines  decades  ago. 
They  treat  patients  and  write  pre- 
scriptions— and  let  pharmacists  dis- 
.ribute  pills.  But  there  is  one  stub- 
Dorn  corner  of  health  care  where 
professionals  have  evaded  the  law  of 
:omparative  advantage:  eye  care. 
Jntil  recently,  optometrists  and 
)phthalmologists  have  had  a  lock  on 
,he  market  in  most  states  for  fitting 
md  distributing  contact 
enses.  Consumers  had 
10  choice  but  to  use 
,heir  one-stop  shops. 

No  longer.  Since  the 
iebut  of  disposable  con- 
act  lenses  a  decade  ago, 
nail-order  houses,  dis- 
count retailers,  and 
pharmacies  have  chipped 
iway  at  exclusive  distri- 
)ution  deals  between 
nakers  and  eye-care 
professionals,  driving 
lown  prices  and  giving 
isers  more  choice.  Phar- 
nacists  at  many  Wal- 
green Co.  stores  sell  soft 
enses  like  drugs.  Mail-order  houses 
;uch  as  Lens  Express  Inc.  ship  re- 
)lacement  lenses  to  order.  And  surf- 
ng  the  Internet  gives  consumers  a 
)otent  new  option:  comparing  older 
nail-order  companies'  prices  with  up- 
;tarts  such  as  Lens  4  Me. 
ilEW  LOOK.  And  yet,  Uke  a  persistent 
ity,  the  old  system  lingers.  Despite 
aws  banning  the  practice  in  about 
lalf  the  states,  some  optometrists 
ind  ophthalmologists  still  refuse  to 
■elease  prescriptions  to  be  filled  else- 
vhere.  Tied  to  the  professionals  be- 
cause of  the  need  for  scripts,  some 
companies  won't  sell  lenses  through 
iltemative  outlets.  "The  business  has 
ione  terrifically,"  says  Bernard  W. 
iValsh,  a  Johnson  &  Johnson  gi'oup 
■hairman  who  oversees  the  compa- 
ly's  Vistakon  eye-care  unit.  "For  us 
here's  just  no  reason  to  change." 

Nonetheless,  the  system  is  being 
•eexamined.  This  year,  Florida  is  ex- 
)ected  to  go  to  trial  in  a  2;^-year-old 


lawsuit  against  j&j,  Bausch  &  Lomb, 
some  optometry  groups,  and  practi- 
tioners. The  suit  alleges  a  conspiracy 
to  shut  new  companies  out  of  the  re- 
placement-lens business.  A  class  ac- 
tion is  pending.  A  suit  brought  on 
Dec.  19  in  New  York  by  22  states  is 
aimed  at  recovering  as  much  as  $600 
miUion  for  lens  wearers.  Bravo  to 
lawyers,  for  once.  The  pressure  is 
having  a  positive  effect  on  a  system 
that  needs  changing. 


The  defendants  deny  violating  any 
laws,  but  some  manufacturers  are 
slowly  changing  their  sales  practices 
anyway,  ciba  Vision,  the  Novartis 
unit  that  ranks  second  in  lens  sales 
in  the  U.  S.,  last  year  began  selling 
through  some  mail-order  distributors. 
Some  professionals,  too,  no  longer  re- 
sist releasing  prescriptions.  Says 
Ventura  (Calif.)  optometrist  Dr. 
Robert  L.  Pazen:  "I  got  tired  of 
fighting  with  patients  and  having 
them  go  out  of  my  practice  because  I 
wouldn't  do  this."  Pazen  adds  that 
competition  has  largely  squeezed  the 
profit  out  of  lenses  anyway. 

Still  other  professionals  are  break- 
ing ranks,  using  Web  sites  to  set  up 
mail-order  businesses.  "Rather  than 
fight  them,  we  decided  to  join  those 
people  who  ai'e  offering  alternative 
channels  of  distribution,"  says  Hunt- 
ington (N.  Y.)  ophthalmologist  Dr. 
Paul  L.  Ki'awitz.  His  year-old  Lens  4 
Me  Web  site  (2020eyecare.com)  gets 


2,500  hits  a  day,  though  annual  sales 
are  only  $175,000.  He  charges  $28.95 
for  a  box  of  six  lenses,  plus  $8.95  for 
overnight  shipping.  Lens  Express,  an 
older  mail-order  rival,  charges  $19.95 
plus  shipping  but  requires  a  mini- 
mum four-box  order  and  a  $25, 
tkree-year  membership  fee. 

Opponents  say  it  is  risky  to  buy 
lenses  outside  a  professional's  office. 
An  exam  can  uncover  lens-related 
problems  such  as  corneal  ulcers.  And 
making  a  patient  return 
to  a  doctor  for  replace- 
ments is  an  ideal  incen- 
tive for  an  exam.  "What 
I  find  with  people  who 
get  mail-order  is  they 
don't  come  back ...  to 
me  or  to  anyone,"  says 
Ridgewood  (N.J.)  oph- 
thalmologist Dr.  Anne 
Sumers.  "It  would  be  no 
problem  for  them  to  get 
mail-order  if  they  would 
also  come  and  get  a  rou- 
tine follow-up." 
MORE  RISK.  Urging  con- 
sumers to  do  the  smart 
thing,  though,  differs 
from  forcing  them  to  do  so.  Even  an- 
nual prescriptions  seem  coercive,  es- 
pecially since  some  doctors  say 
healthy  folks  age  18  to  30  need  to 
visit  just  eveiy  two  years.  Just  as 
dentists  use  mail  and  phone  contacts 
to  urge  timely  visits,  so  can  eye-care 
professionals — and  many  patients  will 
take  them  up  on  the  advice. 

For  consumers,  freer  choice  brings 
responsibility  and  risk.  Prices  can 
vary  widely,  and  lens  technology 
changes  constantly.  Professionals 
should  continue  to  play  a  major  role 
in  helping  consumers  deal  with  such 
problems.  But  opening  the  system 
will  ensure  that  more  information  is 
disseminated  and  that  new,  cheaper 
alternatives  for  buying  lenses  devel- 
op. Optometrists,  ophthalmologists, 
and  manufacturers  should  start  look- 
ing at  this  issue  in  a  new  light. 

Weber  tracks  health-care  issues 
from  Philadelphia. 


Pressure  from  pending  lawsuits  is  bringing  needed 
change  to  the  industry.  Bravo  to  lawyers,  for  once 
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If  you're  very  lucky,  there  will  be  a  few  momerits  in  your  career  whien 
the  people  who  really  matter  think  you're  an  absolute  genius^  And  if 
you're  about  to  upgrade  to  computers  with  Pentium"  Pro  processors 
and  convert  your  company  to  Windows  NT' ,  the  next  such  moment 
could  be  arriving  sooner  than  you  expected.  That  is,  if  you  make  the 
extraordinarily  brilliant,  wunderkind-like  decision  to  choose  the  AST' 
Bravo  MST  Pro 

The  power  everyone  wants. 

The  Bravo  MS-T  Pro  comes  with  amazing  technology  like  the  Matrox 
Millennium  graphics  card.  And  with  the  Pentium"  Pro  processor,  it's  a 
breeze  to  run  popular  business  programs— in  1  6  or  32  bit  format— up 
to  64%  faster  than  you  run  them  now.  To  enhance  productivity  even 
more,  there's  AST-lntreiAccess  complete  Intranet/Internet  software. 


Amazing  technology.  Amazingly  affordable. 

$1 ,999*.  (Sorry  if  we  shocked  you.)  That's  close  to  a  thousan 
less  than  many  comparable  competitive  models.  Which  me 
can  have  exactly  what  you  want,  and  a  lot  more  of  it  than  you 
Business  should  be  this  easy. 

Don't  expect  the  usual  service.  Expect  more. 

To  prove  how  eager  we  are  to  keep  you  happy.  AST  Express! 
provides  the  fastest,  most  flexible  service  around.  We'll  usually 
your  call  in  a  minute  or  less.  And  if  you  need  parts,  we  car 
them  in  a  day.  For  a  reseller  near  you  call  us  at  800-876-4AS 
www.ast.com.  We'd  be  happy  to  answer  your  questions  at 
AST  Bravo  MS-T  Pro  And  more  than  happy  to  welcome  you  1 


•  EslimatPd  selling  price,  monitor  not  includeil  Ar  tinl  price  may  vary  ConlacI  resellers  tor  iletails  ©19%  AST  Researrli.  Inc  AST  is  a  registered  trademark  AST  Computer  tlie  AST  logo.  AST-  CommandCentet.  AST-  IntraAccess  and  AST  ExpressService  and  "Where  Tfiings  are  Happening"  are  trademaitej 


The  guy  who  chose  the  AST  Bravo  computers 
with  Pentium  Pro  processors  and  Windows  NT. 


a 

9' 


1.999 


1 1 1  1 1 


For  a  free  copy  of  our  IDC  white  paper, 
"Successfully  Migrating  to  Next  Generation 
PCs",  call  us  at  1  -800-447-0023,  ext.  100. 


no  and  200  MHz  Pennuin"  Pre  frnxesiors,  Matrox  Millennium  graphics 
mth  2  MB  WHAM  upgraikabk  to  SMB,  SX  CD-ROM, 
Intel  EthcrExprt'ss'"  Pro  10/  )00  PC/  adapter  on  select  models, 
Microsoft  Windows  NT'  Workstation  4.U, 
AST-CommandCenter'" ,  AST-lntraAccess!" 


COMPUTER 
Where  things  are 


ihe  Intel  Inside  logo  tire  registered  trademarks  and  the  Penlium  Pro  processor  logo  is  a  trademark  ot  Intel  Corporation  All  other  products  or  services  mentioned  lierein  may  be  trademarks  or  registered  trademarks  ot  their  respective  owners  Intormation  subject  to  change  without  notice 


News:  Analysis  &  Commentary 


MARKETS 


WHY  '97  MAY  BE  NASTY 
FOR  THE  NIKKEI 

A  tight  budget  and  deregulation  are  making  investors  nervous 


Last  year  began  in  Japan  with  hopes 
that  economic  recoveiy  would  bring 
the  country's  six-year-long  stock- 
market  blowout  to  an  end.  Instead,  1996 
ended  bringing  investors  nothing  but 
bad  fortune  as  the  Nikkei  stock  average 
plummeted  8%  in  December  (chart), 
wiping  out  the  modest  gains  scored  in 
previous  months.  Worse  yet,  expecta- 
tions of  even  more  losses  in  '97  hung 


TOKYO  TRADERS 


lion  into  the  comatose  economy  since 
1992.  But  more  than  the  prospect  of  con- 
tinued economic  weakness  is  souiing  in- 
vestors this  winter.  What's  really  jolting 
them  is  the  prospect  that  Hashimoto's 
liigh-stakes  cmsade  to  deregulate  major 
sectors  of  the  economy  may  be  more 
than  a  clever  public  relations  ploy  after 
all.  The  Dec.  15  deal  between  Washing- 
ton and  Tokyo  opening  the  protected  in- 


Even  as  shares 
of  many 
multinationals 
held  their  own, 
a  broad  sell-off 
of  companies 
in  protected 
domestic 
industries 
triggered 
December's 
market  rout 


heavily  over  dispirited  traders  as  they 
headed  to  hot  springs  and  ski  resorts 
for  the  extended  New  Year  holiday. 

Investors  have  good  reason  to  be 
edgy.  Faced  wath  mounting  government 
deficits,  Prime  Minister  Ryiitaro  Hashi- 
moto's Cabinet  approved  a  tougher-than- 
expected  budget  on  Dec.  25.  It  calls  for 
flat  real  spending,  will  raise  the  nation- 
al sales  tax  fi'om  3%  to  5%,  and  repeals 
an  income  tax  rebate  enacted  in  1995. 
The  measures  are  expected  to  shave 
$60  billion,  or  about  1%,  from  Japan's 
output  in  1997 — bad  news  for  an  econo- 
my that's  already  on  the  verge  of  re- 
cession. Fiscal  tightening,  sluggish  in- 
dustrial production,  and  pallid  consumer 
spending  should  keep  economic  gi'owth 
down  to  1%  in  1997,  Nomura  Research 
Institute  estimates.  Earnings  gi'owth  is 
expected  to  slow  to  5%  in  '97,  vs.  15% 
in  1996. 

Hashimoto's  tough  fiscal  policy  cer- 
tainly means  an  end  to  headline-gi-ab- 
bing  spending  packages  similar  to  the 
six  programs  that  have  pumped  $560  bil- 


surance  market  to  U.  S.  and  other  for- 
eign competitors  more  widely  than 
anticipated  is  now  being  seen  as  a  har- 
binger of  similai'  treatment  for  other  cod- 
dled industries,  including  finance,  trans- 
portation, constmction,  and  retailing. 

Indeed,  even  as  shai'es  of  many  multi- 
nationals were  more  than  holding  their 
own,  it  was  a  broad  sell-off  of  companies 
in  protected  domestic  industries  that 
triggered  December's 
market  rout.  The  first 
to  be  hit  were  small 
brokerages  and  banks 
expected  to  fall  victim 
to  the  "Big  Bang" 
package  Hashimoto  an- 
nounced in  November 
to  overhaul  Tokyo's  fi- 
nancial markets.  Next 
came  insurance  shares, 
following  Japan's  sur- 
prise concession  to 
open  up  its  auto  and 
commercial  fu"e  insur- 
ance markets.  Then 


JAPANESE  STOCKS 
HIT  THE  SKIDS  AGAIN 
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came  other  domestic  sectors  that 
look  vulnerable  to  more  efficient 
eign  rivals.  "A  lot  of  Japanese  con 
nies  cannot  compete  on  a  world  scj 
observes  Paul  J.  Fraker,  a  Japan 
cialist  at  Brovra  Brothers  Harrima 
Co.  in  New  York.  "Many  are  goini 
go  bust  or  get  merged." 

He  and  other  pros  now  see  the  T( 
mai'ket  splitting  into  two  camps:  a  s( 
gi'oup  of  globally  competitive  mult 
tionals  and  a  legion  of  domestically 
cused  players  struggling  to  survive, 
becoming  more  a  market  of  indivi 
stocks  than  a  stock  market,"  says 
Burden,  who  runs  hsbc  Asset  Mans 
ment's  Asian  portfolios.  For  exam 
among  companies  hitting  new  high 
Tokyo  during  the  December  depres 
were  Denso  Corp.  a  leading  make; 
automotive  electronic  components 
ORix  Corp.,  a  savvy  leasing  firm 
pected  to  benefit  from  financial  dere 
lation.  Such  world-class  players  as  1 
ota  Motor,  Honda,  TDK,  and  Sony  h 
also  withstood  the  Nikkei's  fall. 
SAGGING  YEN.  One  wild  cai'd  in  the  n 
ket  outlook  is  whether  overseas 
vestors  wiU  come  to  the  rescue  again 
they  did  in  all  three  major  rallies  si: 
1991.  With  the  government  cutt 
spending  and  interest  rates  already 
historic  lows,  it  probably  will  take  a 
of  persuasion  to  woo  the  foreigners  b; 
a  fomth  time.  Adding  to  their  cautioi 
the  depreciating  yen,  now  at  a  45-mo; 
low  of  116  to  the  dollai".  A  further  we 
ening  would  leave  foreign  investors 
ting  on  currency  losses.  If  foreign 
head  for  the  exits  in  1997,  some  analy 
see  the  Nikkei  falling  below  18,000 
the  fii'st  time  since  October,  1995. 

To  be  sure,  not  all  the  news 
gloomy.  Banks  have  made  big  stric 
in  wi'iting  off  $260  billion  in  bad  r 
estate  loans.  And  the  fact  that  Hashin 
to  is  campaigning  to  open  regulated 
dustries  is  a  long-teiTn  plus.  But  befc 
deregulation  spreads  its  benefits,  th( 
is  going  to  be  short-term  pain  for  t 
economy  and  investc 
alike.  Explains  ecor 
mist  Mineko  Sasa 
Smith  of  cs  Fii 
Boston  (Japan)  Lt, 
"The  budget  isn't 
vestor-friendly,  eai 
ings  aren't  good,  a 
the  economy  is  declf 
erating."  Hardly  b; 
market  talk — even' 
1997  is  the  Year  of  t 
Cow. 

By  Brian  Brenm  t 
in  Tokyo,  with  Willia'^ 
Glasgall  in  New  Yw 
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II 


Forget  the  pudding. 

he  proof 

s  in  the  signature 

on  your 

computer  screen. 


□□□□□OD 
□□□□□□□ 
□□□□□OO 
□□□DODO 
□□□□□□O 
□□ODODO 
□□□□□□□ 
□□□□□□□ 


Once  a  signature  is  captured  and  down- 
loaded to  our  mainframe,  you  can  use 
UPS  OriLiNc  Tracking  Software  to 
view  It  You  Lan  ci'vn  print  it  To  get 
the  software,  jint  call  1-800-727-8100 
rjr  t'tstl  our  website  at  www  ups  com 


len  you  need  proof  that  an  important  package 
where  it  was  supposed  to,  when  it  was  sup- 
:d  to,  the  only  place  you  really  need  to  look 
)ur  computer  screen.  At  UPS,  when  an  over- 
it  delivery  is  signed  for  we  electronically 
;ure  that  signature  on  our  driver  s  hand-held 
iputer  and  download  it  to  our  mainframe. 
;n,  using  UPS  OnLine'"  Tracking  Software, 
can  view  it  right  on  your  computer.  So  now, 
lyone  tries  to  say,  "I  didn't  get  it','  you  can 
It  out  their  signature  as  abso- 
proof  that  they  did.  Electronic 
nature  Capture.  Only  from  UPS. 


[ups 

WING  at  the  SPEED  of  BUSINESS 


Vi')'^  United  Parcel  Sei-vire  of  America,  inc. 


SIEMENS 


1908.  That  was  then. 


One  of  the  favorites  in  The  Great  New  York  to  Paris  Race  was  a  motor  car 
named  Protos.  It  was  built  by  a  company  named  Siemens. 


Siemens  Corporation  1997 


1997.  This  is  now. 


Today  Siemens  makes  almost  everything  for  an  automobile  except  the  automobile 
itself.  We  supply  25  of  the  world's  major  car  makers  with  over  700  systems 
and  products,  from  fuel  injectors  and  microprocessors  to  halogen  headlamps. 
These  are  only  a  few  of  the  precision  products  manufactured  and  assembled  by 
Siemens  at  more  than  90  U.S.  locations.  In  fact,  with  47,000  men  and  women 
working  nationwide,  Siemens  is  a  leader  in  the  kind  of  thinking  that  produces 
innovative  technology  for  everyone.  Siemens.  Precision  Thinking. 


For  more  information,  write  for  Siemens  '97.  Box  8003,  Trenton,  New  Jersey  08650 


Automation      Automotive  Electronics      Electronic  Components      Energy      Information  Systems 
Lighting  Systems        Medical  Systems        Power  Generation       Telecommunications  Transportation 

Visit  our  web  site  at  www  Siemens  com  on  the  Internet 
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STRATEGIES 


ALL  SIGNS  AT  TCI 
SAY  FOR  SALE' 

John  Malone  seems  to  be  gearing  up  for  some  very  big  deals 


It  "was  hard  to  figure  out  wliat  the 
partying  was  about.  But  there  was 
John  C.  Malone,  chairman  of  Tele- 
Communications  Inc.,  on  the  stage  of 
the  Anaheim  (Calif.)  Maniott  balh'oom, 
peering  fi'om  behind  dark  glasses  and 
snapping  his  fingers  as  loud  rock  music 
played.  TCI,  the  nation's  largest  cable 
company,  had  just  reported  a  $136  mil- 
lion quarterly  loss  and  was  in  the  midst 
of  a  series  of  wi'enching  cutbacks.  That 
made  the  theme  of  the  Dee.  11  Ana- 
heim concert — "cable  is  ready  to  rock 
and  roll" — more  than  a  little  off-key. 

In  fact,  after  recently  returning  from 
a  yearlong  absence,  the  55-year-oid  TCi 
chief  is  desperately  tiying  to  revive  his 
red-ink-plagued  company.  He's  buzzing 
through  TCI  with  a  series  of  corporate 
maneuvers  that  industry  insiders  say 
are  preparation  for  a  jsiece-by-piece  sale 
of  the  $8  billion-a-year  giant.  "This  is  a 
company  that  was  built  for  sale  to  a 
telephone  company,"  says  Montgomery 
Securities  cable  analyst  John  Tinker, 
noting  Malone's  aborted  1993  deal  to 
merge  with  Bell  Atlantic  Corp.  "Now, 
he  has  to  figxa-e  out  a  new  exit  strategy, 
and  that's  not  easy." 

Within  months,  TCi  will  look  far  dif- 


ferent. In  early  December,  Malone  spun 
off  to  TCI  shareholders  the  company's 
satellite-TV  business,  with  an  estimat- 
ed $400  million  in  annual  revenue.  In 
early  1997,  spin-offs  are  likely  for  the 
company's  foreign  operations  and  Lib- 
erty Media  Corp.,  a  holding  company 
with  stakes  in  Fox  Sports,  Home  Shop- 
ping Network,  and  other  cable  pro- 
gramming. The  sale  of  TCi's  telephone 
business  could  follow.  Even  TCl's  core 
business — its  14  million  cable  sub- 
scribers— has  been  split  into  three 
groups,  divided  largely  by  rural,  small 
metropolitan,  and  major  lU'ban  systems. 
HARDBALL.  Who  would  want  the  pieces? 
Hard  to  say,  especially  because  only 
about  one-third  of  TCi's  systems  have 
the  most  advanced  fiber-optic  wiring, 
and  the  company's  $15  billion  debt  load 
is  ei'imping  future  upgrades.  So  Malone 
has  ordered  savage  cost-cutting,  includ- 
ing layoffs  of  6.5%  of  the  company's 
workforce.  Executives  are  taking  salai-y 
cuts  of  from  5%  to  20%,  and  Malone's 
$850,000  i)aycheck  is  slated  to  take  one 
of  the  biggest  hits.  The  cuts  are  ex- 
pected to  shed  $100  million  in  annual 
operating  costs.  Malone  also  brought 
back  longtime  TCi  Executive  Vice-Pres- 


ident J.  C.  Sparkman,  who  retj6 1 
in  1995,  to  oversee  operations 
The  TCI  chief  is  already  tallt 
deals.  He  has  negotiated 
News  Corp.  Chairman  Ru 
Murdoch,  who  wanted  to  buy 
satellite  unit  for  his  planned  si 
lite-TV  service  in  the  U.S 
talks  fell  apail,  says  Murdoch, 
cause  the  unit  didn't  own  outr 
industry  consortium  Primes 
Partners,  a  satellite  progi-amn 
service  of  which  the  TCi  unit  o 
21%.  Murdoch  feared  that  11 
bought  TCi's  satellite  business, 
other  consortium  members  c( 
block  him  from  competing  i 
them.  Malone  might  use  the  s: 
lite  unit's  newly  issued  stocl* 
buy  Time  WarTier  Inc.'s  21%  st 
according  to  TCI  insiders,  as  a 
toward  control.  That  could  res 
the  News  Corp.  talks.  "You  ne 
want  to  say  anytliing  is  imposs 
wath  John  Malone,"  says  Murd 
Malone  is  spending  much  of  his 
in  hardball  negotiations  with  progi" 
mers.  TCi's  $1.2  bilhon  annual  progi' 
ming  bill  jumped  by  29%  in  1996. 
company  has  ah*eady  di'opped  such  h 
er-pi'iced  channels  as  wgn-tv,  the 
bune  Co.-owned  superstation,  from  ; 
of  its  systems  and  replaced  them  w 
cheaper  supphers.  "For  those  guys  \ 
don't  get  the  message,  I'd  advise  th 
to  plan  next  year's  budgets  without 
14  milhon  subscribers,"  Malone  to 
recent  industry  gathering. 
TIGHT  SPOT.  Tough  talk  from  a  man 
tight  spot.  Debt  ciurently  eats  up  13( 
eveiy  dollai'  the  company  brings  in. 
raising  rates  to  boost  revenue  can  hi 
fii-e.  Wlien  TCi  hiked  rates  13%  in  It 
it  promptly  lost  70,000  subscribers, 
the  company  is  trying  to  increase  pri 
a  mere  6%,  or  $1.65  a  month,  in  a 
systems.  To  slash  capital  costs,  it  will 
fer  advanced  digital  sei-vices,  which  p 
vide  hundreds  of  movies  on  dema 
only  to  its  most  upscale  systems.  An( 
will  tiy  to  deliver  pay-TV  and  additio 
channels  to  its  mral  systems  via  sal 
lite  TV  instead  of  more  expensive  fib 
optic  wires.  "John  Malone  seems  to 
saying  that  cable  is  not  a  gi'owth  bi 
ness  anymore,  at  least  not  with  some 
his  systems,"  says  Tinker.  "Those 
the  systems  he  intends  to  milk." 

The  trick  for  Malone  is  to  juggle  1 
many  balls  he  has  suddenly  thrown  ii 
the  air.  Early  signs  aren't  encouragii 
Three  weeks  after  the  TCi  satellite  u 
spin-off,  its  stock  fell  more  than  20%, 
$10  a  share.  That's  not  rocking.  Ths 
rolling — downhill. 

By  Ronald  Grover  in  Los  Ange^ 
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ALS 


EEING  THE  BEAUTY  PART 
F  THE  UGLIES' 

seph,  Littlejohn  &  Levy  thinks  it  can  redeem  four  GM  plants 


's  the  deal  that  has  Detroit  auto  ex- 
■cutives  scratching  their  heads.  Why 
5  a  high-flying  New  York  investment 
1  buying  four  aged  General  Motors 
p.  parts  plants — especially  plants  so 
blem-plagued  that  (;m  included  them 
)ng  a  dozen  underpeiforming  facto- 
.  it  dubbed  "the  ughes"? 
lie  answer  is  that  Joseph,  Littlejohn 
Levy,  the  buyout  specialist  taking 
r  the  GM  plants,  believes  it  can  timi 
und  fixer-upper  auto-parts  factoines 
as  it  has  hospital,  broadcasting,  and 
mical  companies.  In  the  past  year. 


III.  And  if  GM  couldn't  afford  to  invest 
more  capital  in  them,  who  else  would 
want  plants  that  paid  workers  $43  an 
hour  to  make  mundane  products  like 
door  handles  and  seat  covers?  "Those 
plants  are  such  a  junk  drawer  of  parts," 
says  Sean  P.  McAIinden,  a  University  of 
Michigan  labor  economist.  "They  make 
this  stuff  a  lot  cheaper  in  Mexico." 

JLL,  however,  thrives  on  such  chal- 
lenges. Its  biggest  success  was  tiuTiing 
around  the  Repubhc  Health  Corp.  hos- 
pital chain  (since  renamed  OrNda 
HealthCorp),  which  has  increased  its 


ITLE  DETECTOR:  .JLL  has  acquired 
I  the  Big  Three  interests  in  three 
I  Japan  buy?  auto  wheel  makers 
with  combined 
!S  of  $1.4  billion,  plus  the  four  gm 
ones  that  together  generate  $1  bil- 

in  annual  sales.  With  these  buys, 
has  vaulted  into  the  top  ranks  of  the 
3-parts  industry.  "We  are  not  aft-aid 
he  automotive-components  business," 
s  JLL  general  partner  Paul  S.  Levy, 
i  can  make  sense  of  it." 
laybe  so,  but  the  fii-m's  mettle  will 
5orely  tested  by  the  gm  plants,  which 

in  Michigan  and  Ontario,  gm  en- 
ed  a  20-day  strike  by  the  Canadian 
;o  Workers  in  October  in  part  be- 
se  it  wanted  to  dump  the  Ontario 
its  so  badly;  it  had  said  it  would 
t  all  the  plants  if  it  couldn't  sell 
m.  "We  had  too  many  mouths  to 
I,"  says  Delphi  cliief  J.  t.  Battenberg 


revenues  fi'om  $450  million  to  $3  billion 
since  jll  acquired  it  in  199L  "That  was 
our  signature  deal,"  says  Levy,  jll's 
formula  included  closing  six  of  the  11 
hospitals,  bringing  in  new  management, 
and  then  expanding  rapidly. 
WHEEL  DEAL.  .ILL  only  entered  the  auto 
industry  14  months  ago  with  a  $40  mil- 
lion investment  in  Motor  Wheel  Corp., 
which  had  struggled  under  debt  in- 
cuiTed  in  a  leveraged  buyout.  Last  yeai; 
JLL  merged  Motor  Wheel  into  Hayes 
Wheels  International  Inc.,  creating  the 
world's  largest  wheel  manufacturer  The 
merger,  financed  by  $200  million  in  eq- 
uity from  JLL  and  other  investor's,  hasn't 
been  an  unqualified  hit:  Hayes  lost  $6.1 
miUion  on  sales  of  $556  million  in  the 
fii-st  nine  months  of  1996,  mostly  due 
to  costs  related  to  the  Motor  Wheel 
deal.  But  Levy  says  the  deal  makes 
sense  because  Haves's  aluminum-wheel 


technology  complements  Motor  Wheel's 
strength  in  steel  wheels.  In  December, 
JLL  upped  the  wheel  venture's  Euro- 
pean presence  when  it  annoimced  a  $295 
million  buyout  of  the  German  wheel- 
maker  Lemmerz  Holding. 

Meanwhile,  in  a  deal  announced  Dec. 
11,  JLL  teamed  up  with  Edward  J.  Gul- 
da,  former  president  of  brake  manufac- 
turer Kelsey-Hayes  Co.,  to  buy  the  gm 
plants.  "I  don't  consider  them  uglies," 
Gulda  says.  "But  there's  lots  of  work 
to  be  done."  For  example,  Gulda  says 
the  Livonia  (Mich.)  door-trim  plant 
keeps  several  weeks' — rather  than 
hours' — worth  of  raw  materials  on  site, 
and  stamping  presses  in  the  Fhnt 
(Mich.)  vidndow-parts  factoiy  routinely 
break  down  from  poor  maintenance. 
Gulda  plans  to  rean-ange  floor  plans  for 
better  inventory  flow  and  beef  up  main- 
tenance procedures.  "We  have  to  speed 
up  the  flow  of  woi'k,"  he  says.  He's  also 
br-inging  in  sever-al  other  Kelsey-Hayes 

Panning  For  Gold  In 
Auto-Parts  Companies 

Automotive  parts  acquisitions 
by  New  York  investment  firm 
Joseph,  Littlejohn  &  Levy 


Date  Acquisition 


Company  revenues* 


11/95 

MOTOR  WHEEL 

$357  million 

7/96 

HAYES  WHEELS 

$611  million 

INTERNATIONAL 

12/96 

LEMMERZ  HOLDING 

$450  million 

12/96 

FOUR  GENERAL 

$1  billion 

MOTORS  PARTS  PLANTS 

'At  time  of  acquisition 
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executives  to  shore  up  management. 

JLL  won't  say  what  it  paid  for-  the  gm 
plants,  but  it  expects  to  invest  $20  million 
a  year  in  capital  improvements.  Until 
1999,  JLL  is  bound  by  gim's  contract  vdth 
the  auto  workers,  which  will  make  wage 
cuts  impossible.  However;  Gulda  says  an 
unspecified  number  of  5,500  wor'kers  at 
the  plants  will  likely  be  trimmed.  Work- 
ers have  the  option  to  return  to  (;m,  a 
deal  similar-  to  the  one  gm  gave  buyer-s  of 
other  parts  factories  it  has  shucked  off. 

Motown  is  watching  jll  closely.  GM 
has  agreed  to  buy  parts  from  the  plants 
for  sever-al  years,  but  the  key  to  jll's 
success  will  be  getting  contracts  to  sup- 
ply Ford  Motor  Co.,  Chrysler  Corp., 
and  Japanese  auto  makers.  If  Detroit's 
newest  auto-parts  giant  can  get  their 
business,  buying  the  ughes  might  turn 
out  to  be  a  pretty  good-looking  deal. 

By  Bill  Vlasic  in  Detroit 
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Otis 


Carrier 


Pratt      &  Whitney 


S  i  k  0  r  s 


The  s 
with  a 


A.  Power,  economy,  reliability. 


B.  Economy,  reliability,  power. 


C.  Reliability,  power,  economy. 


You  have  to  nail  all  three. 

That's  why  the  Pratt  &  Whitney  PW4084  was  the  first  engine  ever  fully 
certified  —  allowed  to  power  the  big  Boeing  777  across  an  ocean  —  from  day  one 
of  its  commercial  use. 

And  more  than  a  year  ahead  of  the  competition. 

The  fact  is,  the  PW4084  entered  service  as  the  most  powerful  engine  in 
commercial  aviation.  A  twin-engine  aircraft  like  the  777  can  fly  for  more  than  three 
hours  on  a  single  PW4084. 

Over  2,500  hours  of  rigorous  testing  proved  this  new  engine's  power  and 
reliability  —  plus  a  fuel  efficiency  that  will  help  airlines  turn  a  profit  even  in  highly 
competitive  markets. 

Talk  about  flying  colors. 


ilton  Standard 


UT  Automotive 


C%  United 
#  Technologies 


In  an  industry  where  companies  rise  and  fall  overnight, 
it's  nice  to  know  there's  one  with  something  behind  it. 
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Logo  and  Pentium  are  regisleied  tradem.uks  of  Intel  Clorporalion. 
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•VERTISING 


OT  SHOP 

I  THE  HEARTLAND 

nnesota's  Fallon  McElligott  snatches  up  fat  clients 


FALLON:  "We  discovered  that  brillimit  advertising 
le  was  yiot  the  answer  to  anything'' 


ike  other  advertising  agencies,  Fallon 
McElligott  has  trappings  of  the  self- 

I  consciously  hip — from  an  in-house 
•r  to  strategically  placed  punching 
5.  But  other  features  set  it  apart, 
ated  far  from  advertising's  hub  of 

|:  lison  Avenue,  staffers  at  Minneapolis- 
id  FM  are  reminded  daily  that  cre- 
ity  has  no  geogi'aphy.  Each  morning, 
essage  on  every  personal  computer 
)S  the  firm's  mission:  to  be  "the  pre- 
-  creative  agency  in  the  world." 
,  may  not  be  there  quite  yet.  But 
■ring  1997,  Fallon  is  one  hot  agency, 
lagged  two  of  the  highest-jn-ofile 
unts  up  for  grabs  in  the  past 
•:  the  $70  milhon  domestic  Unit- 
Virlines  Inc.  campaign  in  Octo- 
and  a  $100  million  Miller  Lite 
•  campaign  on  Dec.  12.  "We  had 
lluva  year,"  says  Patrick  R.  Fal- 
the  firm's  wiry,  intense  co- 
der and  chairman. 
:KETING  MUSCLE.  The  new  ac- 
its — both  snared  from  industry 
vait  Leo  Burnett  Co. — with  new 
ness  from  McDonald's  Corp.  and 
day  Inn  Worldwide,  will  lift 
igs  for  the  15-year-old  agency 
55%  this  year,  to  $550  million. 

I  :  puts  FM  among  the  top  five 

I  pendent  ad  agencies  in  the  U.  S. 


The  coups  show  both 
that    the  agency, 
known  for  its  edgy 
and  whimsical  ads, 
can  snag  blue-chip 
cHents  and  that  mid- 
size shops  can  devel- 
op full-service  pro- 
grams     for  big 
accounts.  Confound- 
ing   skeptics  who 
doubted    fm  could 
play    in    the  big 
leagues  gave  special 
])leasure  to  its  chief. 
"I  can't  tell  you  the 
number    of  people 
who  called  me  and 
told  me  I  was  wast- 
ing my  time"  pitch- 
ing the  United  ac- 
count, says  Fallon, 
51,  who  began  his  ea- 
reer  at  Burnett. 
Today's  Fallon  McElligott  was  bom 
thi'ee  years  ago,  after  the  agency  lost  a 
bid  for  the  $60  million  MasterCard  ac- 
count. Fallon  decided  that  he  needed 
managers  with  broader  marketing  expe- 
rience. "We  thought  the  natui'al  answer 
to  any  business  problem  was  a  30-second 
TV  ad  or  a  print  ad,"  he  says.  "But  we 
discovered  that  biiUiant  advertising  alone 
was  not  the  answer  to  anything." 

So  Fallon  ordered  a  shakeup.  In 
came  a  new  president  and  creative  di- 
rector. Bill  Westbrook,  former  vice- 
chairman  of  The  Martin  Agency  in 

A  MOTHER  LODE  OF  BILLINGS 

Annual  spending  by  major  ad  accounts  won 
in  1996  by  Fallon  McElligott 


MCDONALD'S 
ARCH  DELUXE 

$50  Million 


MILLER  LITE  BEER 

$100  Million 


HOLIDAY  INN 

$25  Million 


UNITED  AIRLINES 

$70  Million 

USA  NETWORK 

$25  Million 
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Richmond,  Va.,  and  a  new  integrated- 
marketing  chief,  Mark  D.  Goldstein,  for- 
mer president  of  Earle  Palmer  Brown 
Cos.  in  Bethesda,  Md.  Together,  they 
helped  transfoiTn  a  fiiTn  known  for  piint 
ads  to  one  that  could  tackle  everything 
from  consulting  and  public  relations  to 
TV  and  that  worked  to  really  under- 
stand clients'  customers. 

fm's  first  stop  on  the  Miller  pitch,  for 
instance,  was  at  bars  and  taverns, 
where  employees  put  together  a  profile 
of  Lite  drinker's.  Tlie  clincher  was  liuing 
Miller  Brewing  Chairman  John  N.  Mac- 
Donough  from  his  Milwaukee  office  to 
watch  focus  groups  discuss  potential  ads 
in  several  cities  in  the  key  Texas  mar- 
ket, fm's  campaign,  to  be  unveiled  early 
in  1997,  is  expected  to  be  high  on  en- 
tertainment value  and  to  include  both 
bar  promotions  and  TV  ads  aimed  at 
boosting  lagging  sales. 

The  comprehensive  approach  helped 
snai'e  United,  too.  fm  staffei-s  spent  time 
in  airports  interviewing  customers  and 
ticket  agents  and  studied  everything 
fi-om  pricing  to  routes.  The  firm  "right 
from  the  start  was  the  most  aggres- 
sive, diving  into  all  business  issues," 
says  Michael  V.  Howe,  United's  du-ector 
of  marketing  communications. 
HIGH  STAKES.  At  the  same  time,  FM  has 
kept  its  knack  for  the  sort  of  cutting- 
edge  campaigns  that  helped  lui-e  such 
accounts  as  Ameritech  Coi-p.  and  bmw. 
One  of  1996's  most  polai-izing  campaigns 
was  the  firm's  work  for  McDonald's  Arch 
Deluxe  sandwich  for  adults,  which  por- 
trayed an  ultracool  Ronald  McDonald 
and  seemed  to  poke  fim  at  kids.  McDon- 
ald's says  the  product  is  perfonning  well. 
The  controversy  is  fine  with  Westbrook. 
"Let's  stii-  tilings  up  a  bit  more,"  he  says. 

fm's  prosperity  may  set  traps,  though. 
It  can't  focus  on  the  new  accounts  at 
the  expense  of  older  clients.  And  the 
campaigns  for  troubled  products  cany 
high  stakes — with  Miller,  the  very  fu- 
tui'e  of  the  breweiy,  and  for  United, 
repositioning  an  American  icon. 
"Clients  will  give  them  problems 
that  can't  be  solved,  and  they'll  get 
blamed,"  warns  Jonathon  Bond,  co- 
chairman  of  Kirshenbaum,  Bond  & 
Partners.  "That  could  sink  them." 

Sitting  in  his  office,  the  gi'ay  sky 
of  Minnesota's  winter  behind  Mm, 
Fallon  warms  to  the  challenge.  He 
says  he  reminds  colleagxies  daily  of 
the  pitfalls  of  success.  And,  he  adds, 
"I  love  doing  things  we're  not  sup- 
posed to  be  able  to  do."  The  new 
year  will  test  whether  fm  can  con- 
tinue to  do  just  that. 

By  Richard  A.  Melcher 
in  Minneapolis 
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Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  chi 


v^e  are  with  you 


St 


Our  fibers,  chemi- 
cals and  technical 
polymers  help  pro- 
tect you  and  your 
family. 


taff  of  145,000  people  worldwide,  annual  sales  total  $36  billion. 


Every  time  you  and  your 
family  go  for  a  drive,  Hoechst 
(pronounced  Herkst)  helps  get 
you  there  safely. 

Our  Trevtra  tire  yarn  found 
in  every  other  car  in  America 
makes  the  tires  more  durable, 
helping  your  car  run  smoothly. 

Trevira  polyester  yarn  also 
adds  strength  to  your  seat  belt. 

In  the  same  way,  many  other 
of  our  synthetic  materials 
contribute  to  the  efficiency  and 
safety  of  the  modern  car. 

You'll  even  find  us  in  the  fuel 
tank  where  methanol,  the 
chief  ingredient  in  MTBE,  helps 
make  gasoline  environmentally 
friendly. 

So  wherever  you're  headed, 
we  are  with  you  all  the  way. 

Hoechst  Celanese  Corp. 
Somerville,  NJ  08876-1258 
Internet:  http://www.hoechsLcom/ 
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RING  IN  THE  NEW  REALITY 

Madonna  is  back.  Al  Dunlap  is  yesterday's  coffee.  What's  bad? 


EURO: 

IT  LOOKS  LIKE  REAL  MONEY 


The  undying  optimism  of  the  mid-1990s  may  be  giving 
way  to  reality  once  again  as  the  soaiing  bull  mai'ket 
and  political  bijiaitisanship  yield  to  stock  market  jitters 
and  divided  government.  With  nervousness  on  the 
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Joe  Torre 
Homo  Erectus 
Gay  Marriage 
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ascendant,  Corporate  America,  newly  enamored  of  po^ 
and  value,  is  looking  for  stability  in  sincerity.  So  vi| 
knows?  Maybe  the  long  knives  in  Wasliington  can  legLsl»< 
not  mutilate.  Nah. 
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AIR  BAGS:  SORRY,  NOT  SAI 
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side  Wall  Street 


GENE  G.  MARCIAL 


fALTER'S  FIRM 
EW  FOUNDATION 

oniebuilder  Walter  Industries  (wltr), 
the  former  Jim  Walter  Corp.,  could 
a  dreaiTi  stock  for  investors  scouting 

companies  that  have  just  emerged 
n  bankruptcy.  Not  only  have  Walter's 

shareholders  held  on,  but  outside 
estors  have  also  piled  in  recently. 
A^alter  shares  have  seesawed  be- 
jen  11  and  14  since  Januaiy,  1996, 
en  the  company  went  public  once 
lin — under  new  management.  Old 
I  new  shareholders  both  believe  that 

VALUE  MAY  BE  BUILDSNG 


WALTER  INDUSTRIES 
STOCK  PRICE 

WEEKLY  CLOSE 


JULY  23,  '96  DEC.  30.  '96 

iDOLLARS 

i:  BLOOMBERG  FINANCIAL  MARKETS,  CREDIT  RESEARCH  8  TRADING  LLC 

stock,  trading  at  13%  on  Dec.  30,  is 
/  undervalued.  They  reckon  it's 
•th  between  18  and  23. 
We  have  become  more  positive  on 
!ter  due  to  the  improving  prospects 
:s  operating  segments,"  says  Robert 
idman  of  Credit  Research  &  Ti-ad- 
in  Greenwich,  Conn.  He  notes  that 
bankruptcy  and  several  special 
rges  over  the  past  three  years 
ve  masked  the  steady  performance 
he  company's  array  of  businesses." 
irt  from  building  houses  and  fi- 
cing  mortgages,  Walter  makes 
tile-iron  pressure  pipes  for  water 
ismission,  coke  for  furnaces  and 
idries,  specialty  chemicals,  and  alu- 
um  sheets  and  foil. 
Vhen  leveraged  buyouts  were  very 
ih  the  I'age  in  the  1980s,  Jim  Wal- 
was  among  the  many  companies 
t  LBO  experts  Kohlberg  Kravis 
)erts  acquired,  kkr  borrowed  $3.3 
on  to  swing  the  deal  in  August, 
7.  The  weak  housing  market,  heavy 
t  load,  and  lawsuits  filed  against 
ter's  Celotex  unit  over  asbestos 
ilities  forced  the  company  to  file 
Chapter  11  two  years  later.  Jim 


Walter  became  one  of  kkr's  few  big 
LBO  losers. 

Walter  Industries — as  it  became 
when  KKR  took  it  private — emerged 
from  bankiuptcy  on  Mar.  17,  1995,  with 
creditors  getting  87.5%  of  the  equity 
created  by  an  initial  public  offering. 
The  old  shareholders,  including  kkr, 
retained  12.5%,  which  they  have  since 
increased  to  26%  through  stock  buys. 
Lehman  Brothers  also  owns  7.9% 

The  lawsuits  were  resolved  in  April, 
1994 — helped  by  court  rulings  favor- 
ing Walter.  The  plaintiffs  agi'eed  to  set- 
tle through  a  reoi-ganization  plan.  The 
Celotex  Settlement  Fund,  which  in- 
cludes the  asbestos  claimants,  now 
owns  10.9%  of  the  stock. 

Investors  are  betting  that  the  com- 
pany will  soon  be  in  the  black.  Indeed, 
according  to  Goodman,  after  its  big 
losses  in  1995  and  1996,  the  company 
should  eam  60(Z  a  share  in  1997,  driven 
by  the  strong  pace  of  homebuilding. 

SWEETER  STRAINS 
FROM  GRAPHIX? 

internet  stocks  took  it  on  the  chin 
last  year,  especially  the  small  fry. 
Graphix  Zone  (gzon),  a  maker  of  in- 
teractive CD-ROMS  and  musical  prod- 
ucts for  personal  computers,  was  dovm 
to  2%  a  share  by  Dec.  30,  from  neai-ly  9 
a  year  ago. 

Even  at  this  low  price,  should  in- 
vestors stay  away?  Perhaps  not.  On 
Oct.  23,  when  GrapMx  hit  2U,  Chairman 
Ronald  Posner  bought  24,000  shares, 
raising  his  stake  to  415,000.  "The  stock 
is  undervalued  based  on  Graphix' 
unique  music  position  and  its  gi'owing 
presence  in  Internet  software  solu- 
tions," argues  Jeffr-ey  Logdon  of  Ciut- 
tenden  Roth,  an  Ii'vine  (Cahf.)  invest- 
ment finn  that  handled  the  IPO  on  Jime 
6,  1994,  at  Z'A  a  share. 

Although  Graphix  was  in  the  red  in 
1995  and  1996,  it  could  make  money  in 
the  year  ending  June  30,  1997.  Logdon 
expects  revenues  to  jiunp  74%,  to  $16.5 
miUion,  and  earnings  to  26?  a  share. 

"The  key  to  Graphix'  gi'owth  is  new 
products,  especially  in  the  high-profile 
music  and  movie  world,"  says  Logdon. 
A  recent  Graphix  thinast  "will  enable 
the  company  to  become  one  of  the 
largest  music  Web  sites  on  the  Inter- 
net." Logdon  thinks  that  with  its  cur- 
rent products,  including  cd-roms  of 
Living  Jazz  and  Willie  Nelson,  the 
company  can  increase  revenues  at  40% 
a  year  for  the  next  two  years.  He 


thinks  the  stock  will  climb  to  5  in  12 
months  and  to  7  in  24  months.  Stuart 
Rudick,  a  Cahfornia  money  manager, 
is  also  bullish  on  the  stock. 


BROOKSTONE  AND 
STB:  ROOM  TO  RISE 

Small-cap  stocks  have  been  a  bonanza 
for  Ken  Burgess.  He  runs  System- 
atic Financial  Management's  Small  Cap- 
italization Value  Equity.  From  Jan.  2  to 
Dec.  27,  1996,  his  fund  scored  a  hefty 
29.6%  gain— well  above  14.3%  for  the 
Russell  small  cap  index  and  24.8%  for 
the  Standard  &  Poor's  500-stock  index. 

Burgess  looks  for  outfits  whose  stock 
prices  are  low  relative  to  their  operat- 
ing cash  flow  and  free  cash  flow  (after 
deductions  for  capital  expenditures, 
taxes,  and  dividends).  Biu-gess  believes 
small  caps  still  represent  the  best  val- 
ue in  the  market.  His  two  top  picks: 
Brookstone  (bkst),  a  specialty  retailer 
that's  trading  at  12  times  free  cash 
flow,  and  stb  Systems  (stbi),  one  of 
the  major  supplier  of  gi"aphics  adapters 
for  IBM-compatible  desktop  PCs. 

Brookstone  operates  131  stores  in 
30  states  that  market  all  sorts  of  high- 
tech household  gadgets.  The  stores  are 
located  in  malls  and  in  such  big-city 
shopping  meccas  as  Boston's  Quincy 
Market  and  New  York's  South  Street 
Seaport.  Sales  have  been  robust  and 


Burgess'  Small-Cap  Picks 


EST.  1997  FREE 
STOCK             CASH  FLOW 

DEC.  30 
PRICE 

TARGET 
PRICE 

BROOKSTONE  $0.80 

$10 

$15 

STB  SYSTEMS  $1.40 

$20 

$35 

DATA  BLOOMBERG  FINANCIAL  MARKETS, 
SYSTEMATIC  FINANCIAL  MANAGEMENT 

are  expected  to  climb  22%  in  the  cur- 
rent quarter. 

The  company  is  in  the  process  of 
remodeling  stores.  Sales  at  revamped 
stores  have  outstripped  those  at  un- 
renovated  ones — 20%  gi'ovrth  vs.  5%, 
according  to  Biu-gess.  So  he  thinks  the 
stock  price,  now  10,  could  soon  hit  15. 

Burgess  is  impressed  with  stb's 
stunning  sales  and  this  year's  50% 
eamngs  gi'owth.  He  expects  long-teiTn 
growth  to  be  30%.  Although  the  stock 
has  made  a  big  move,  it  is  still  under- 
valued, he  says,  based  on  free  cash 
flow  and  earnings.  His  target  for  stb 
stock,  now  at  20,  is  35.  The  company's 
top  customer's  include  computer  makers 
Gateway  2000  and  Acer  Anieriea,  along 
with  computer  retailer  CompusA. 
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Tlie 


Top  Ma 
of  109 


MANAGERS 
TO  WATCH 

INTREPRENEURS 


NEW  PRODUCTS 

7S 


TO  WtTCIf 


SENIOR  MANAGERS  worth  their 
stock  options  know  how  impoi'tant  it 
is  to  articulate  a  consistent  corpo- 
rate vision  that  the  troops  can  rally 
around,  light?  Not  cjuite.  The  idea  of 
an  explicit  vision  may  have  joined 
cost-cutting  and  reengineering  as 
hallowed  tniths  of  the  business 
gospel,  but  the  road  to  management 
greatness  in  1996  required  a  far  dif- 
ferent attiibute:  flexibility. 

In  fact,  last  year,  plenty  of  good 
managers  seemed  able — indeed,  ea- 
ger— to  gaze  into  the  corpoi'ate  mii- 
ror  and  see  a  totally  different  visage 
than  expected.  But  the  best  of  the 
crop,  BUSINESS  week's  25  Top  Man 
agers  of  1996,  followed  up  those 
revelations  with  actions,  boldly  em- 
bi'acing  new  directions  even  when  it 
meant  eschewing  old  strategies  that 
had  served  them  well. 


Consider  the  headstrong  ceo  of 
software  giant,  dominant  in  opera 
ing  systems,  who  was  forced  to  re 
ogTiize  that  the  Internet  is  the  rea 
diivei"  of  his  business.  Or  the  chie: 
of  a  manufacturing  and  finance  po^ 
erhouse  who  realized  that  providir 
services  globally  offers  his  compar 
the  best  futui'e.  Both  understood 
that  even  leading  corporations  tha 
rest  on  theii'  laurels  risk  decline. 

Another  way  many  top  manage] 
helped  stave  off  corporate  lethargy 
last  year  was  continued  commitme 
to  product  innovation.  As  markets 
consolidate,  distinctive  products  of 
ten  define  the  tme  leaders.  The  be 
at  one  Silicon  Valley  chipmaker  ke 
rivals  at  bay  by  quickly  rolling  out 
wave  after  wave  of  ever  faster  mi-| 
croprocessors.  But  innovative  prod] 
ucts  needn't  always  be  so  tangible. 


^ers 

limiiiiig  a  company 
5  never  easy,  but 
996  presented  execs 
^dth  a  tougher-than- 


sual  set  of  luudles 


1  fact,  one  long-distance  company 
^ed  out  that  the  simplicity  of 
le-rate  pricing  would  bring  cus- 
•mers  flocking.  Now,  the  concept  is 
lickly  changing  the  entire  industiy. 

Ultimately,  the  key  to  success  for 
any  top  managers  lies  in  an  age- 
d  dictum:  Give  the  customers  what 
ley  want.  Sounds  simple,  but  the 
ivi\  is  in  the  details.  Yet,  two  chief- 
ins  at  a  U.  S.  auto  maker  profited 
indsomely  in  1996  by  following 
lat  customer-first  tack,  providing 
nartly  styled  trucks  and  minivans 

an  America  increasingly  tired  of 
le  venerable  sedan.  And  an  airline 
CO  piloted  his  caiiier  back  to  prof- 
ibility  thanks  to  new  services  for 
gh-paying  business  flyers. 

Such  savvy  management  is  by  no 
!  eans  restricted  to  U.  S.  executives, 
>wever.  Shi'ewd  foreign  CEOs  capi- 


talized on  economic  and  technological 
shifts  last  year  to  better  serve  theii* 
customers,  wherever  they  resided.  A 
Japanese  auto  chief  exploited  the 
weak  yen,  boosting  standard  fea- 
tui-es  and  lowering  price  on  models 
hawked  in  the  U.  S.  And,  thanks  to 
gi-owing  global  affluence,  the  head  of 
an  Italian  carmaker  scored  big  by 
his  early  push  to  develop  a  "world 
car"  for  emerging  markets. 

To  be  sm'e,  sometimes  even  the 
most  talented  managers  have  help 
from  outside  forces.  In  the  booming 
1996  U.  S.  stock  market,  most  secu- 
rities firms  fared  well.  But  the  in- 
dustiy's  strongest  managers  did 
much  more  than  just  play  a  winning 
hand.  The  head  of  a  big  secuiities 
house  deftly  defused  a  scandal  that 
could  have  overshadowed  big  gains 
in  retail  brokerage  and  investment 
banking.  Likewise,  the  CEO  of  a  ma- 
jor commercial  bank  enjoyed  hefty 
profits  fi'om  the  bull  market  activity 
only  after  years  of  carefully  steering 
his  company  into  debt  underwriting. 

How  did  BUSINESS  week  forge  its 
list  of  Top  Managers  of  1996?  First, 
we  tapped  the  collective  wisdom  of 
om-  vast  global  editorial  staff — with 
more  than  150  wiiters  and  editors  in 
25  offices  worldwide,  the  largest  of 
any  business  magazine.  That  on-the- 
gTOund  insight  allowed  us  to  discard 
some  managers  who  simply  rode  the 
wave  of  a  strong  market.  Then,  we 
scmtinized  the  financials  of  the  nom- 
inees and  their  rivals  to  sift  out  the 
true  leaders.  The  resulting  25  busi- 
nessmen and  women  may  be  busi- 
ness week's  top  managers  of  1996, 
but  the  strengths  they  exhibit — fiex- 
ibility,  innovation,  and  customer  fo- 
cus— will  always  be  in  fashion. 


NORM  AUGUSTINE 

Lockheed  Muiiin 

GORDON  BETHUNE 

Continental  Airlines 

PAOLO  CANTARELLA 

Fiat 

JOHN  CHAMBERS 

Cisco 

PHIL  GONDII 

Boeing 

CHRIS  DAVIS 

Gulfstream  Aerospace 

MICHAEL  DELL 

Dell 

BOB  EATON  &  BOB  LUH 

Chrysler 

WILLIAM  ESREY 

Sprint 

BILL  GATES 

Microsoft. 

LOU  GERSTNER 

IBM 

RAY  GILMARTIN 

Merck 

ANDY  GROVE 

Intel 

CHRISTINA  GOLD 

Avon 

NOBUYUKI  IDEI 

Sony 

PHIL  KNIGHT 

Nike 

KEN  LAY 

Enron 

BOB  LIPP 

Tixivelers/ Aetna 

HIROSHI  OKUDA 

Toyota 

SIR  RICHARD  SYKES 

Glaxo  Wellcome 

DAN  TULLY 

Merrill  Lynch 

SANDY  WARNER 

J.P.  Morgan 

JACK  WELCH 

GE 

HELMUT  WERNER 

Mercedes-Benz 

AL  ZEIEN 

Gillette 
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1996  tested  many  a  manager's 


mettle:  The  year  saw  a  stop-and-go  U.S. 
economy,  fierce  global  competition,  and,  for 
the  second  year  in  a  row,  scarce  price  hikes.  To 
keep  growing,  companies  had  to  reinvent 
themselves-and  their  markets.  These  Top  25 
managers  came  out  ahead  in  a  tough  race. 


Condit  s 
Airfame 

»  New  CEO  PHILIP  M. 

CONDIT,  55,  is  piloting 
Boeing  as  it  becomes 
the  world's  aerospace 
giant.  Capping  off  rec- 
ord orders  and  a  $8.1 
billion  buy  of  Rockwell's 
defense  and  space  unit 
in  '96,  Boeing  agi'eed  to 
ac(iuii"e  rival  McDonnell 
Douglas — the  biggest 
aviation  merger  ever. 
Boeing's  revenues  are 
expected  to  grow  18% 
in  1996,  to  $23  billion. 
With  the  deals,  they 
could  reach  $50  billion 
in  1997. 


BUILDING  A 
BETTER  BULL 

«  In  fom-  years  at  the 
helm,  ChaiiTnan  and 
CEO  DANIEL  R  TULLY 

steei'ed  Menill  Lynch 
to  record  earnings  and 
completed  its  shift 
fi-om  a  retail  brokei-age 
GoUath  to  a  global  in- 
vestment banking  pow- 
erhouse. The  65-yeai- 
old  Tully,  who  stepped 
down  as  CEO  on  Dec. 
27,  deftised  the  Orange 
County  disaster,  built 
Menill  into  a  top  M&A 
player,  and  doubled  as- 
sets under  manage- 
ment— all  of  which 
helped  triple  Men-ill's 
stock,  to  82,  during 
Tully 's  tenui'e. 
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INTEL'S  CHIPMEISTER 

^  Intel  CEO  ANDREW  S.  GROVE  just  won't  slow 
down.  He  led  the  world's  largest  chipmaker  to 
another  super  year,  shrugging  off  such  rivals  as 
Motorola  and  Cyrix.  Revenues  for  1996  should 
climb  24%,  topping  $20  billion.  Grove,  60,  also 
fought  off  prostate  cancer,  penned  a  best-seller, 
and  helped  defeat  Califomia's  Proposition  211, 
which  would  have  made  it  easier  for  investors 
to  file  securities-litigation  suits. 


VKING  NUMBERS  FLY 

\Tien  CHRIS  A.  DAVIS  left  GE  in  mid-1993  to  be- 
;  CFO  of  Gulfsti-eam  Aerospace,  the  jetmak- 
as  neai-ly  bankiiipt.  Davis  played  a  key  role 
ming  costs  and  reworking  plans  for  the 
stream  V.  The  result:  After  losing  $275  mil- 
in  1993,  Gulfstream  got  back  in  the  black  in 
,  and  went  public  in  October,  '96.  Citing  her 
i  less  under  fii-e  and  sure  gi-asp  of  finance, 
^'tv  execs  say  Davis,  46,  is  CEO  material. 


SONY,  LOUD 
AND  CLEAR 

«  Since  taking  over 
20  months  ago,  Sony's 
NOBUYUKI  IDEI  has  made 
it  clear  who's  boss.  He 
began  by  cleaning 
house  at  Sony's  U.  S. 
film  studios.  Now,  he  is 
pushing  Sony  into  the 
cutthroat  PC  market 
and  has  unleashed  digi- 
tal still  camei'as  and 
cell  phones  to  preserve 
its  lead  as  consumer 
electronics  goes  digital 
and  online.  With  his 
clear  vision  and  cool 
authority,  Idei  could 
make  a  contribution  as 
gi"eat  as  legendary  co- 
founder  Akio  Morita. 
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CHRYSLER'S 
DREAM  TEAM 

«  With  Chairman  and 
CEO  ROBERT  J.  EATON 

(right),  56,  and  Vice- 
Chairman  ROBERT  A. 
LUTZ,  64,  at  the  helm, 
Chrysler  is  leaving  ri- 
vals in  the  dust.  Red- 
hot  truck  designs  have 
kept  sales  sizzling  and 
made  the  No.  3  car- 
maker No.  1  in  profits. 
And  by  cleaning  up 
the  balance  sheet  and 
pouring  money  into 
engineering  and  manu- 
facturing, the  pair  may 
be  the  fii'st  in  decades 
able  to  keep  Chrysler 
fi-om  stalling  out  in  a 
slowdown. 


CEO 

STUNTMAN 

»  Sm-e,  most  airlines 
are  soaring  now,  but 
twice-bankrupt  Conti- 
nental Airlines  maneu- 
vered an  especially 
steep  climb.  Under  ceo 
GORDON  M.  BETHUNE,  55,  it 
dumped  unprofitable 
routes,  vastly  impi'oved 
sei^vice,  and  won  back 
lucrative  business  trav- 
elers. Earnings,  exclud- 
ing charges,  nearly 
doubled  in  1996,  to 
about  $380  million. 
Talks  with  Delta 
stalled,  but  Continental 
now  looks  hke  a  choice 
partner  if  consolidation 
hits  the  industi-v. 
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TAKE  A  BOW,  BIG  BLUE 

^  For  LOUIS  V.  GERSTNER  JR.,  1996  was  the  year 
IBM  finally  cast  off  its  image  as  a  dinosaur. 
Gerstner,  54,  has  overhauled  the  $72  billion  com- 
puter giant,  pushed  into  such  new  areas  as  the 
Internet,  and  brought  back  the  intense  focus  on 
customers  that  was  key  to  Big  Blue's  early  suc- 
cess. The  result:  For  the  first  time  in  seven 
years,  IBM  is  nearing  double-digit  growth,  and 
its  stock — now  around  the  mid- 150s — is  soaring. 


ist  Did  It 


No  one  ever  accused  PHILIP  H.  KNIGHT  of  think- 
small.  The  Nike  ceo,  known  for  his  in-your- 
'  style,  has  catapulted  the  once-tiny  athletic 
5maker  into  an  $8  billion  giant  whose  name — 
trademark  swoosh — are  recognizable  woi'ld- 
e.  And  these  days,  Nike  isn't  just  shoes:  It 
launched  a  sports-equipment  business  and  is 
ading  apparel  maker  The  winning  streak 
)ed  push  its  stock  to  record  heights  in  '96. 


GLAXO'S 
PAINKILLER 

«  As  patents  for  its 
(  Jlaxo  Holdings'  block- 
liuster  antiulcer  drug, 
Zantac,  began  to  ex- 
Ijire  in  1995,  the  prog- 
nosis looked  grim.  But 
with  bold  strokes  such 
as  the  $14  billion  ac- 
(|uisition  of  Wellcome, 
t  i:o  SIR  RICHARD  B.  SYKES 
has  kept  the  British 
drug  giant  healthy. 
Even  as  Zantac  sales 
slid,  Glaxo's  1996  rev- 
enues grew  some  5%, 
to  $13.9  billion.  1997 
could  be  rough,  but 
upcoming  aids  and  flu 
treatments  should  be 
big  hits  down  the  road. 
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A  Cut  Aljove 

/V  Two  years  ago,  Gillette  directors  raised  eye- 
brows by  letting  ceo  ALFRED  M.  ZEIEN  stay  past  the 
mandatoiy  retirement  age  of  65.  Shareholders 
are  happy  they  did.  Under  Zeien,  Gillette  has 
racked  up  25  straight  quarters  of  double-digit 
earnings  gains.  1996  was  no  exception.  As  Zeien 
extended  Gillette's  global  dominance  in  shaving 
and  pulled  off  a  $7.7  billion  buyout  of  battery 
maker  Duracell,  its  stock  rose  nearly  40%. 


BACK  WITH  A  BANG 

\?  In  his  first  full  year  back  from  heart  by]ja^ 
surgeiy.  General  Electric  Chainnan  and  ceo 
JOHN  F.  WELCH  lost  none  of  the  energy  that  has 
made  him  one  of  Ainerica's  top  executives. 
Welch,  61,  pushed  ambitious  plans  to  expand 
into  services,  accelerate  gi'owth,  and  boost  qiu 
ty.  As  eaiTiings  topped  $7  billion  and  market  (. 
roai'ed  to  $169  billion,  ge  became  the  world's 
most  valuable  company — and  the  most  profital 


SPRINT'S 
SHINY  DIME 

«  Wlio  says  you  can't 
buy  anything  with  a 
dime  anymore?  Not 
WILLIAM  f.  ESREY,  56,  the 
chairman  and  CEO  of 
Sprint.  Thanks  to  its 
10(2-a-minute  offei\  the 
$14.1  billion  company 
saw  long-distance-call 
volumes  soar  19%,  out- 
pacing MCI  and  AT&T. 
Helped  also  by  higher 
customer  satisfaction 
I'atings  than  its  big  ri- 
vals. Sprint's  earnings, 
excluding  special 
charges,  should  jump 
25%,  to  $1.25  billion. 
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INTRODUCING  A  FLIGHT 
OF  THE  IMAGINATION. 


SUPERIOR  133MHz  PRODUCTIVITY 

Ottering  a  133MHz  Pentium  processor. 
PCI  arctiitecture  and  an  enormous  2GB 
tiard  drive,  ttiis  is  a  powertui  tool. 


FLEXIBLE  CONFIGURATION 

Tailor  your  computer  to  meet  changing 
ieds  in  seconds-  The  SelectBay  lets  you 
3p  a  10X'  CD-ROM  drive  with  a  modular 
ppy  drive,  an  optional  second  hard  drive 
•■  an  optional  second  lithium  ion  battery 


STUNNING  12.1"  DISPLAY 

Combine  a  brilliant  12  /."  800  x  600 
display  with  Zoomed  Video  technology 
16-bit  sou  no  and  full-motion  video  for 
sensational  presentations. 


BUILT-IN  28.8Kbps  MODEM 

With  a  voice/fax  modem  you 
can  stay  in  toucti  witfi  the  world 
quickly  and  efficiently  Otfier  features 
include  a  speakerphone  and 
answering  machine. 


COMPLETE  WITH  LANDING  GEAR. 


POWERFUL  DOCKING 

The  optional  Desk  Station  V  Plus  provides 
instant  connection  to  your  desktop  setup  and 
includes  stereo  speakers,  a  SelectBay  as  well 

as  slots  tor  PC  Cards.  PCI  and  ISA  cards 


INTRODUCING  A  POWERFUL  ADDITION  TO  THE  TECRA  FAMILY. 

Packed  with  cutting-edge  technoloi,")',  the  new  Tecra  SIOCDT  lias  the  pi)v\er  to  make  your  ideas  fly.  Tackle  any  ot  today's  complex 
softwate  applications  with  a  powerful  1  5  iMH:  Pentium  processor,  IdMR  ot  high-speed  EDO  memory  and  a  massi\'e 
hard  drix'e  up  to  2.1  billion  bytes.  There's  also  16-bit  stereo  sound,  a  lOX*  CD-ROM  drive  and  full-motion 
video  capability  to  enhance  any  multimedia  presentatiim.  Top  it  all  off  with  the  expansion  capabilities  of  the 


Desk  Station  V  Plus,  and  you've  got  a  notebook  that  will  take  you  to  new  heights.  For  more  info 


visit  the  Toshiba  website  at  http://computers.toshiha.com,  or  for  a  dealer  near  you,  call  1-800-457-7777. 


pentium 


TECHA  SIOCDT  AND  510CDS 

133MHz  (2  9v)  Pentium  processor,  256KB  L2  cache 
121"  dia  color  display  wilh  800  x  600  resolrilion 
in  your  choice  ot  active-matrix  (CDT)  oi 
DSTN  dual-scan  (CDS) 

2,1  billion  byte  (=2  02GB)  removable  HDD  (CDT), 
1,3  billion  byte  (=1 26G8)  removable  HDD  (CDS) 
10X*  CD-ROM  standard 
Optional  SelectBay  battery  pack 


TECHA  500CDT  AND  500CS 

•  120MHz  (2  9v)  Pentium  processor,  256KB  L2  cache 

•  121"dia  color  display  with  800  X  600  resolution 
in  your  choice  ot  active-matnx  (CDT)  or 

DSTN  dual-scan  (CS) 

•  13  billion  byte  (=1  26GB)  removable  HOD 

•  6X  CO-ROM  on  CDT  (optional  on  CS) 


ALL  MODELS 

•  PCI  system-bus  architecture 

•  16MB  of  EDO  DRAM  expandable  to  144MB 

•  SelectBay '  supports  3  5"  floppy  drive, 
CD-ROM  or  optional  second  hard  drive 

•  HiOVideo'  PCf  graphics  controffer,  2MB  video  memory 

•  16-bit  Sound  Blaster  Pro  compahbfe  system 
with  stereo  speakers  and  microphone 


Supports  two  Type  ff  or  one  Type  III  16-bit  PC  Cards, 
ZV  Cards  or  32-bil  CardBus  Cards 
FIR  (Fast  inlcaced)  compliant  ports  (tront  and  back) 
Integrated  AC  adapter 

Windows  95  or  Windows'  for  Workgroups 
3-year  limited  warranty 
Toll-tree  technical  support  -  7  days  a  week, 
24  hours  a  day 


In  Touch  with  Tomorrow 

TOSHIBA 


©1996  Toshiba  America  Inlormation  Systems.  Inc  All  specilications  and  availability  are  subiecl  lo  cfiange.  *10X  average  speed.  All  products  indicated  by  trademark  symbols 
are  trademarked  and/or  registered  by  Iheir  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  ol  Intel  Corporation 


Fidelity  Is  Sector  irsiVESXiisiB 


Fidelity  Select  Funds. 
You  Select  the  Industry. 
We  Select  the  Stocks. 
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SEPTEMBER  1996  AVERAGE  ANNUAL  RETURNS' 

r.lUTu^L  F urJD 

1  ,EiO 

5  YEAB 
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Electronics 

7-29-85 

5  02 

34.31 

17  72 

ca'ilpuTEas'^'^  
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^  ^^^^ 

 1  9  06  

COMPUTER  Services 

7-29-85 

1  2  77 
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20  24 

Financial  Services 
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19  15 
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Technology 

^"^^^^ 

developing 
Communications 

6-29-90 
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Defense  &  aerospace 
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2  1  78 

1  9.35 

8  99 

industrial  Equipment 

9-29-86 

15  35 

I  9.26 

1  1  78 

LEISURE 

5-08-84 

1  0  54 

1  S.43 

1  4.46 

Brokerage  &  investment 
Management 

7-29-85 

9  23 

1  7.46 

9  49 

Telecommunications 

7-29-85 

0  28 

17.30 

I  7  96 

Transportation 

9-29-86 

2  51 

1  7.08 

1  3  40 

American  GOLD 

12-1  6-85 

23  57 

1  6.66 

9   1  1 

insurance 

12-16-85 

13  23 

I  6.34 

1  2  3D 

Chemicals 

7-29-85 

1  6  B7 

1  6. 1  2 

16  23 

Automotive 

6-30-86 

5  88 

1  6.07 

1  3  60 
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N-'A 

20.33 

1  5.23 

1  4.95 

Paper  &  Forest 
Products 

6- 30-86 

0  48 

1  4. 89 

1  0  69 

Construction  & 
HOUSING 

9-29-B6 

19  65 

14.70 

1  3  07 

Industrial  Materials 

9-29-36 

4  87 

14.25 

1119 

Consumer  Industries 

6-29-90 

1  6  2B 

1  4.ao 
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RETAILING 

12-16-85 

1  9  54 

13.93 

1  7  27 

health  Care 
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1  7  77 

I  3.39 

19  55 

Food  &  agriculture 

7-29-85 

9  69 

1  3.BZ 

1  7  OG 

Energy  service 

12-1  6-85 

32  72 

1  3.51 

9  1  3 

MEDICAL  deliver  t 

6-30-B6 

1  B.34 

12.S2 

1  7  36 

Precious  metals  & 
Minerals 

7-1  4-8  1 

5  08 

!  Z.6Z 

6  BO 

Air  transportation 

12-1  6-85 

-9  1  1 

1  0.90 

9  □  1 

utilities  Growth 

12-10-81 

5  95 

1  0.24 

1  0  68 

Energ. 

7-1  4-a  1 

28  1  7 

9.97 

1  O  60 

Biotechnology 

1 2-1  6-B5 

1  □  85 

5.72 

1  6  24 

En  ^irdnmental 
Services 

6-29-89 

6  35 

4.32 

5  94- 

r-lATURAL  Gas 

4-21-93 

27  03 

N/A 
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Fidelity 
Investments^ 


1-800-544-0003 


www.fidelity.com 


TDD  SERVICE: 


With  over  $10  billion  in  sector  fund  assets,  only  Fidelity  offers  such 
a  range  of  choice-v\ith  35  different  sector  fiinds.'  In  fact,  we've  beconu 
synonymous  with  sector  investing,  providing  investors  with  more  industries, 
analysts,  and  convenience. 

More  industries 

Only  Fidelity  has  so  nuuiy  strong-performing  sector  fimds.  As  you  can  see, 
we  provide  many  choices  that  have  beaten  the  S&P  500  on  a  5-year  basis. 

More  analysts 

To  breed  success  hke  this,  you  need  to  find  the  right  oppormnities.  Fidelity  s 
300  analysts  visit  companies,  talk  to  CEOs,  and  kick  tires  with  a  depth  tha! 
only  Fidelity  can  offer. 

More  convenience 

Only  Fidelity  gives  you  the  ability  to  trade  the  Fidelity  Select  Portfolios 
hourly  from  10  a.m. -4  p.m.  ET. 

No  one  can  promise  that  tomorrow's  performance  will  be  as  good  as 
yesterday's,  and  you  may  have  a  gain  or  loss  when  you  sell  your  shares 
But  at  Fidehty,  we're  always  investing  in  your  fuuire:  industry  by  industry, 
stock  by  stock,  hour  by  hour.  Because  we  believe 
our  knowledge  can  be  your  wealth. 


t  ?<W<)| 


Get  your  free  copy  of 
Sector  Fund  Investing. 
Call  Fidelity  today 


FIDELITY'  INVESTMENTS® 


-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.- 9  p.m.  ET. 

For  more  complete  information,  including  charges  and  e.xpenses,  call  for  a  free  prospectus.  Please  read  it 
carefully  before  you  invest  or  send  money. 

'.Average  annual  tot;i]  returns  for  the  period  ending  9/30/96  are  historical  and  include  changes  in  share  price,  reinvestment  of  dividends  and 
capital  gains,  and  the  effect  of  the  funds'  3%  sales  charge.  Share  prices  and  returns  will  varv.  If  Fidelity-  had  not  reimbursed  certain  expenses 
for  some  of  the  funds  during  the  periods  shown,  those  funds'  returns  would  have  been  lower  Foreign  investments  involve  greater  risks  th;in 
I'.S.  investments.  Because  stocks  in  a  sector  fund  tend  to  move  the  same  way,  sector  hmds  t\pic;illy  exhibit  higher  volaUhty  than  broadly  diversilied  nuitual  funds  and 
the  stock  market  as  a  whole.    -The  S&P  500  (a  registered  trademark  of  Standard  &  Poor's)  is  an  unmanaged  index  of  common  stock  prices  and  includes  reinvest- 
ment of  dividends.    'If  you  sell  shares  of  a  Select  equity  hind  after  holding  them  29  days  or  less,  the  hind  will  deduct  a  redempuon  fee  equal  to  ."'5%  of  the  value  of 
those  shares.  For  shares  held  30  days  or  longer,  the  redempUon  fee  is  up  to  $7.50  In  addiUon,  there  may  be  a  $7. 50  fee  for  each  exchange  out  of  a  Select  equitv'  hind. 
Fidelity  Distributors  CorporaUon.  Funds.\ei\vork  is  a  service  provided  by  Fidelitv'  Brokerage  Senices,  Inc.  Member  W'SE,  SIPC.  2d/22959.001 


NEfWORK' 


MANIGERS 
MORGAN'S  MUSCLE  MAN 

^  DOUGLAS  "SANDY"  A.  WARNER  III,  CEO  of  J.  P. 

Morgan,  earned  his  investment  bankei"'s  sus- 
penders in  1996.  Wai'ner's  maverick  strategy  of 
pushing  the  venerable  commercial  bank  into  the 
big  leagues  of  U.  S.  debt  undei-wiiters  finally 
paid  off.  Morgan  muscled  its  way  up  to  No.  4 
in  a  market  dominated  by  six  securities  fii-ms. 
Warner,  50,  is  making  Morgan  a  player  in 
mergers  and  acquisitions  as  well. 


ST  OFFENSIVE 


Microsoft  CEO  WILLIAM  H.  GATES  III  masterminded 
imazing  coiporate  about-face  last  year.  Al- 
igh  many  predicted  that  the  Internet  would 
:line  Microsoft's  Windows  software.  Gates 
)onded  like  a  gale-force  wind.  He  created  a 
'0-person  Internet  division,  Net-ized  neai-ly 
ry  product,  and  relaunched  a  splashier  online 
mrk.  Now  a  major  Net  player,  Microsoft 
;atens  to  undo  rival  Netscape. 


1 
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MANtGERS 


BARD  OF  AVON 


^  Three  years  ago,  a  stellar  performance  in 
Canada  earned  Avon  Products'  CHRISTINA  A.  GOLD 

the  company's  toughest  job:  president  of  North 
America.  She  has  done  what  several  predeces- 
sors couldn't.  By  cutting  costs,  adding  products, 
and  reenergizing  the  sales  force,  she  has  re- 
vived the  once-stagnant  unit.  Record  U.  S.  sales 
and  profits  give  Gold,  49,  a  shot  at  someday  be- 
coming Avon's  first  femnle  CEO. 


TRAVELERS'  FIXER-UPPER 

Z  Ti-avelers  Group  Vice-Chairman  ROBERT  I.  LP 
came  late  to  insurance — but  caught  up  fast. 
Lipp,  58,  helped  Sanford  I.  Weill  build  up  cni 
sumer  finance.  In  1993,  when  Weill's  Primeri( 
bought  Ti-avelers,  Lipp  moved  to  the  insur;iii' 
giant.  He  doubled  earnings  in  two  years.  N()\ 
he's  fixing  the  troubled  property-casualty  Im 
Aetna,  Ti'avelers'  latest  buy.  1997  operating 
earnings  should  rise  30%,  to  $1.1  billion.  i 


Go,  Speed 
Racer 

«  Since  taking  the 
wheel  in  1993  at 
Mercedes-Benz,  CEO 
HELMUT  WERNER,  60,  has 
changed  it  from  a  pon- 
derous, money-losing 
maker  of  overpriced 
cars  to  a  nimble  pur- 
veyor of  sexy,  sold-out 
models.  The  ex-tire 
salesman  has  slashed 
costs  and  pushed  into 
new  markets,  such  as 
small  cars  and  sport- 
utihty  vehicles.  His 
biggest  threat  now: 
losing  a  power  stnig- 
gle  with  parent  Daim- 
ler Benz,  which  wants 
more  control. 
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MANAGERS  TO  WATCH  IN  1997 


OMBUSTIBLE  ENERGY 

KENNETH  I.  LAY  has  built  Em-on  from  a  small 
)eline  company  into  the  first  natural-gas  ma- 
•  to  rival  oil  giants  in  vertical  integi'ation  and 
)bal  breadth.  Key  to  the  CEO's  success:  tm-n- 
?  a  cheap  commodity  into  a  proiit-spinner 
th  sophisticated  financing.  But  he's  not  done, 
ty  is  pushing  abroad  and  barreling  into  the 
00  billion  electricity  market  at  home  with  a 
.2  billion  bid  for  utility  Portland  General. 


John  R.  Walter,  49,  may  have  one 
of  the  toughest  jobs  in  Corporate 
America.  The  new  president  and 
CEO-to-be  of  AT&T  must  stem  a 
sliding  share  in  long-distance 
while  moving  into  deregulated  lo- 
cal calling.  And  Walter,  who  has 
no  telecom  experience,  must  win 


WALTER 


NASSER 


the  loyalty  of  key  AT&T  managers 
he  will  need. 

This  is  also  the  year  for 
Jacques  A.  Nasser,  Ford's  new 
automotive  president,  to  prove 
his  mettle.  If  he  can  cut  $2.5  bil- 
hon  in  costs  and  keep  Chaimnan 
Alexander  J.  Trotman's  beloved 
Ford  2000  global  reorganization 
on  track,  he's  a  shoo-in  to  become 
CEO  in  two  or  thi'ee  years. 
Pulling  that  off  will  take  all  the 
skills  that  earned  turnaround 
speciahst  Nasser,  49,  the  nick- 
name "Jac  the  Knife." 

Can  Westinghouse's  Michael  H. 
Jordan  cut  it  as  a  media  mogul? 


JORDAN 


BARAD 


He — and  his  critics — are  about  to 
find  out.  Jordan,  60,  has  done  a 
commendable  job  restructuring 
and  cleaning  up  the  balance 
sheet.  Now  finally  rid  of  the  slug- 
gish industrial  units,  he  faces  the 
challenge  of  ininning  a  giant  me- 
dia company. 

Jill  E.  Barad,  Mattel's  No.  2, 
will  take  the  helm  at  the  toy- 
maker  in  January,  when  longtime 
ChaiiTnan  John  W.  Amennan  re- 
tires. As  CEO,  the  45-year  old 
Barad  will  be  one  of  the  most 
poweiful  women  in  Coi-porate 
America.  The  top  task  at  hand:  in- 
tegi'ating  newly  bought  Tyco  Toys, 
which  may  finally  solve  Mattel's 
longstanding  boy-toy  problem. 

Can  Roger  A.  Enrico  fix  what 
ails  PepsiCo?  The  company's  nev- 


er-ending interaational  troubles 
and  ongoing  difficulties  in  restau- 
rants put  the  52-year-old  ceo  in 
the  hot  seat.  Enrico's  recently 
announced  restructuring  could  be 
ju.st  the  tip  of  the  iceberg. 

Will  Deutsche  Bank's  risky 
push  into  investment  banking  pay 
off?  Rolf-Ernst  Breuer,  59,  who 
takes  the  helm  in  May  as  CEO, 
has  the  tough  assignment  of  mak- 
ing it  happen.  Under  cuiTent  ceo 
Hilmar  Kopper,  Germany's  $39 
biUion  bank  spent  huge  sums 
beefing  up.  Now,  Breuer  must  tap 
years  of  experience  in  the  bank's 
investment  and  trading  depart- 
ment to  start  making  money. 

Tough  cost-cutting  and  a  strict 
new  focus  on  boosting  gross  mar- 
gins helped  Chief  Executive 
Gilbert  F.  Amelio  return  Apple 


ENRICO 


BREUER 


Computer  to  profitability  two 
quarters  ahead  of  schedule.  Now 
Amelio,  53,  must  reverse  Apple's 
slump  in  market  share  and  re- 
gain its  technology  edge.  Step 
one:  turning  the  software  ac- 
quired from  Steven  Jobs's  NeXT 
Software  into  a  hot  new  Mac  op- 
erating system. 

Fom-  months  after  taking  over 
at  Texaco  in  July,  1996,  ceo  Peter 
I.  Bijm"  faced  a  major  public-rela- 
tions crisis  over  revelations  that 
senior  executives  had  made  dis- 
paraging remarks  about  minority 


AMELIO 


BIIUR 


employees  and  discussed  shi'ed- 
ding  documents  in  a  discrimina- 
tion suit.  Bijur,  54,  won  high 
marks  for  swiftly  settling  the  suit 
and  blunting  a  consumer  backlash. 
But  Bijur  must  ensui'e  that  Texa- 
co's  new  diversity  progi'ams  end 
the  complaints  of  discrimination 
and  heal  internal  rifts. 
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HiNtGERS 
LOCKHEED'S  FIGHTER  PILOT 

B-  AOSUSTmE  S  r.^iy  -.o^ard  i-e  :.>p  of 

til;:  '\r:'.^ZJ^-':'.ZJ^'.^1£CSJjT.  *""     IS  p£i*i1!lg  Cd  Dig. 

it  sougir.".  Xc"s".  the  -SS*!'  Vr^"-'.^.  rk."-"p.-v  stajjds 
ricC-k-and-r.-frc--L  "sith  E'teirtg  tti  grab  tbe  oigget" 
prize  'Ou  aSb  a  sin-trac:  to  biifld  the  -52iG«j  biHior- 


THE  DIRECT  .APPROACH 


:r^t  MICHAEL  S.  DELL  the 

if  executive  tf  Deh  Corr-puter. 
I  p-jiver  of  his  direct -seii  J-7 
jsed  Quick-tiint  ntar^usacturing 


^  Thi^  v,-as  tne 
31-vear-oid 
revealed  the  : 
business.  DeL 
arr.d  i'iig^h  rerurri  or.  capital  to  punvmei  Compaq 
Computer  and  :bm  vrith  rapid  price  cuts.  And 
as  profits  soar  6*/^.  to  .?45;5  niilJiori,  Dell  is 
pushing  into  nevr  areas,  s^uc-h  as  computer 
.^enrers. 


Executive  Fiat 

»  Vtlier.  Itiiiy;  Fiat  ticked  its  new  cxo  t:.  j| 
iy  PAOLO'CAHTARELUL  -52.  was  the  only  rJ 
c-ontender.  As  head  of  its  key  car  miit  since  I 
1990.  he  had  rumed  a  loss-miaMng  c'.uri-:-"  iJ 
a  sleek  profit  machine.  And  Caniar- 
move  to  bmid  a  "world  ear"  for  eme;  .'  .  ^^  .  .. 
kets  ahead  of  rivals  is  pacing  off.  Now.  helij 
to  work  his  magic  in  the  rest  of  Fiat's  -S-v  - 
Hon  robots-to-real  estate  empire. 


MlliGERS  TO  WtTCH  IN  199? 


'iVarnaer*  Chairman  and  ceo 


'jrk-eqmpm&iiL  make." 
.  -  gtar  that  makes  the 
nefsiTjrkj?  tick.  Cham- 
:'  Wang  Laboratorie;  and 
•'.  for  BO--iirfjrker=  bom  fror, 
.••j2=  at  '%"a3j.g.  Now-,  ids 
termg  fa??t  enougiL 


Wadmer  • 

'  Warna';- 


-  to 
•,f  A-a- 


-•-  ssrim?mt  maker  in  1997, 

-mogal 
-ij,       spent  S4,5 
-  i'  'itj  a  grab  c/ag  of 
.iL  multimedia. 
-:;  .ires.  His  Soft- 
•  r    ;     im-ei?ted  hesrHy  in 
>  ;  „-rimeree  ajid 'Wid>-«3le 
r  es.  Win  Sfm  aieeeed  in 
"  ■  ijik  the  hub  of  a 
Tjlaee? 
■        h  higMtfr 
.  bv  troQ- 


'•'•  i..'  .    ,       :ts  slow-igrowing 
appijanefe  m-.ision.  The  47-Year- 
oW  War^  ■':'r!r]g=  ag'gressive  eon- 

■     - :         to  the 

, .        -.it,  ii  be 
•  ■  ^ :  ,  . .  .,,d  nab  th-r  ■ . ,,  ^ . - 
Chairman  and  CEO  Leonard  A. 
Hadley  retires,  probably  in  1999, 

Less  than  a  year  after  taking 
-  •-  -  ehn  at  British  Tele:  -  - ."  .  .-.i- 
,    '  i.  CEO  Peter  L.  B .  -  ■:  - 

-  vals  viith  his  Sii'J  :jL^on- 
.  ;  .-^•erger  TJtith  MCL  His 
KT  into  the  first 
.        vomfany  But  can 
Banfieid,  51,  meW  the  tvro  compa- 
nies' vasuh'  different  cultures? 

Nor  has  Bonfield  made  life 
easier  for  R-opert  Mtirdoc-h,  ehair- 
noan  and  ceo  of  News  Corp. 
Miirdoeh,  65,  mttst  latmcrh  Ameri- 


GlALViH 


:n  senrieDXidnetori  ic^.. 
'  ^s.  Chri.st.r'rb'rT  B.  Gahin, 

Fai-jjy  th^ 
46-year  old  Gai^-in,  w.r. . 
and  marketing  taekgr, ^.  c 
de^artao-e  for  the  engineer-donr- 
nated  eomjany,  "sriH  fa?-  - 
ly  sharp  scroitiay. 

Neteeape  CcHmminiea:,-.r^t  ini.,. 
'-e  the  fa5te.=t-groT<iing  software 
ever,  bat  CEO  James  L. 
: .  -  faces  a  tough  year. 
'  i»iicrosoft  aiming  its  guns  at 
•  >jtemet  phenom,  BarkscMe, 
>i,  TslD  la\-e  to  Ofte  all  the  ddHs 

Express  and  Me- 

In  AjhtI,  Maytag  tapped  isr- 
Frilo-Lay  esee  Lkyd  D. 


WARD 


can  Sky  Broadcastai^,  his  ©  M- 
]k»  U,  S.  ^tellite  sj'-stem,  while 
losing  for  ness-  finandng:  Part- 
ner MCI  is  cutting  its  investment 
to  merge  with  bt.  Meanwhile, 
.Mnrdoch's  two-year-old  Asian 
-ateffite  service  is  losing  a  bun- 
dle, and  his  Fox  T\'  network 
iaees  a  costly  bidding  war  over 
pro  football  tarimdeasting  limits. 

The  heat  is  abo  on  for  Ameri- 
ca Online  ceo  Stephen  M.  Case. 
The  Internet  explosion  is  giving 
AOL  Stiff  competition  and  recently 
forced  it  to  revamp  pricing. 


Drojipng  a  eontroveraal  aeeofont- 
ing  practice  earher  this  year 
helped  clean  •up  aol's  balance 
sheet  but  also  wiped  oat  most  of 
its  past  earnings,  "With  questions 
aboiot  AOLS  long-term  -viability  rai 
the  rise.  Case,  38,  must  ratchet 
advertising  and  merchandising 
revQUjes  lap  dramaticallj^ 
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MilNllGERS 
REVVING  UP  PROFITS 

»  When  he  became  president  in  1995,  HIROSHI 
OKUDA  vowed  to  cure  Toyota's  "big-company  dis- 
ease." Few  thought  he  could  do  it  so  fast,  but 
the  outspoken  ex-finance  chief  has  raced  out 
models  such  as  the  RAV4  sport  ute,  extended 
Toyota's  global  reach  with  new  factories,  and 
launched  aggi'essive  marketing  campaigns. 
Now,  with  help  from  the  weaker  yen,  a  leaner, 
meaner  Toyota  should  see  1996  profits  rise  60%. 


MERCK'S  GOOD  SKIPPER 

/V  Since  taking  the  helm  of  dmgmaker  Merck 
in  mid-1994,  RAYMOND  V.  GILMARTIN  has  boosted 
morale,  instilled  a  spirit  of  teamwork,  and  made 
pharmaceuticals  research  a  key  focus.  That 
helped  push  1996  income  up  an  expected  16%, 
to  .$3.9  billion.  Now,  as  Gilmartin  attempts  to 
change  Merck  into  a  "top-tier  gi-owth  compa- 
ny," his  hopes  are  pinned  on  new  dings  for  ail- 
ments such  as  osteoporosis  and  hypertension. 


MANAGERS  TO  WATCH  IN  1S97 


As  the  founders  of  Wired  Ven- 
tures, Louis  Rossetto,  47,  and 
Jane  Metcalfe,  35,  have  given 
cyberculture  one  of  the  hottest 
publications  around.  But  after  a 
failed  IPO  earlier  this  year,  the 


ROSSETTO 


METCALFE 


company  is  in  dire  need  of  cash 
to  fund  efforts  to  broaden 
Wireds.  reach  through  ventures 
in  book  publisMng,  television,  and 
the  Intemet.  Negotiations  for  a 
private  placement  are  under  way, 
but  the  pair  also  must  cut  costs, 
which  have  so  far  outpaced  theii' 
aggressive  gi'owth. 

Volkswagen  ceo  Ferdinand 
Piech,  59,  must  settle  the  escalat- 
ing legal  fight  with  General  Mo- 
tors over  allegations  that  former 
purchasing  chief  Jose  Ignacio 
Lopez  de  Arriortiia  stole  compa- 
ny secrets  from  gm.  Piech  wooed 
Lopez  from  gm  in  1993  and  con- 


tinued to  defend  him  even  afte 
Lopez  I'esigned  days  before  be.j 
indicted  early  last  month.  So  f;, 
Piech — who  is  under  pressure  • 
settle  before  March,  when  his 
own  five-year  contract  is  up  fo 
renewal — looks  secure.  But  if  te 
fight  drags  on,  his  job,  too,  couJ 
be  in  question. 

RJR  Nabisco  CEO  Steven  F. 
Goldstone,  50,  made  headlines 
when  he  said  that  he  would  ac 
cept  some  regulation  of  tobacc( 
in  return  for  protection  against 
future  lawsuits.  Stay  tuned  to 
learn  if  the  onetime  corporate  >■ 
torney  can  actually  cut  a  deal. 
Meanwhile,  Goldstone  has  stab 


PIECH 


GOLDSTONE 


lized  RJR,  pushing  1996  profits  o 
an  estimated  14%,  even  as  he 
fends  off  continuing  attacks  froi 
financiers  Carl  C.  Icahn  and  Bd- 
nett  LeBow. 
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Haul  your  assets  over  to  E*TRADE. 

Get  more.  Pay  less.  Any  questions? 


Now  you  can  place  trades  and  access  die  latest  market 
intelligence  through  your  PC  or  telephone — around  the 
clock — without  paying  high  commissions. 

E*TRADE  has  reinvented  the  way  you  invest  by  giving 
you  unprecedented  control  over  your  investments  along 
with  free  news,  charts  and  research  from  Quote.com, 
BASELINE  and  odiers. 

It's  no  wonder  E*TRADE  was  named  Best  Cyberspace 

Broker  by  Monty  magazine,  a  finalist  in  PC  Coinputiiigs 
Most  Valuable  Product  Awards  for  1996,  and  "the  leader" 

in  Internet  trading  by  the  San  Francisco  Chvniclc  (  1 1/26). 

Check  us  out  at  our  Web  site  or  call  today.  You'll  see  why 
E*TRADE  is  the  smaner  ivay  to  invest. 


E*TRADE 

e. Schwab 

Fidelity  Plus 
On-line  Express 

Trade  via  PC 
1200  listed  shares 

$14.95 

$36.00 

$137.07 

Trade  by  phone 

1200  Nasdaq  shares  @$20 

$19.95 

$137.52 

$137.07 

Real-time  news 

Free 

Not  Available 

Not  Available 

Price  Charts 

Free 

Free 

Not  Available 

Fundamental  data 

Free 

Not  Available 

Not  Available 

Earning  estimates 

Free 

Not  Available 

Not  Available 

Limit  and  stop  orders  are  $19  95  Add  l(r/share  over  5,000  shares  Add  $15  for  broker- 
assisted  trades  Orders  execute  during  market  hours.  Comparative  rates  are  based  on  a 
10/31/96  phone  survey  Some  firms  may  offer  discounts  and  services  not  available  at 
E*TRADE  No  connect  fees  for  Web  access  Direct  modem  and  touchtone  connect  fees 
are  27e/minute,  but  with  12  free  minutes  per  trade,  you  may  pay  nothing 


TRADE 


©1996  E*TRADE  Securities,  Inc  Member  SIPC  and  NASD 


MBSWK97 


Call  1-800-STOCKS-3 


An  8  for  1  stock  split. 
A  250%  increase  in  net  profits. 
Four  years  worth  of  back  orders. 


And  other  rare  events. 


low  often  does  a  car  come  along  that  includes  a  power  moon  roof  an  AMIFM  stereo  with  CD  player 
Hoy  wheels,  power  windows  and  door  locks,  cruise  control  wood-grain-style  trim,  leather-  fT\ 
'Tapped  steering  wheel  security  system  with  remote  entry,  automatic  transmission  and  air  |  1  v  / j  | 
onditioning,  all  at  the  equally  uncommon  price  of  $2 0,7 95 '  Well  ^'rarely  ''does  come  to  mind.  V^^^MJ 


l-«()()-33-M()NDA,  cxc.  976  and  www.honda.com 


For  small  companies  \\dth  big 
ideas,  1996  was  an  excellent  vintage.  From  Calyx 
&  Corolla's  Ruth  Owades,  who  is  changing  the 
way  we  buy  flowers,  to  Amazon.com's  Jeff 
Bezos,  who  is  shaking  up  the  book  market, 
entrepreneurs  who  found  a  clever  new  way  to  do 
old  things  were  rewarded  handsomely. 

Hilfiger  Happens 

»  His  trademark  rectangles  gi-ace  eveiyone 
fi'om  Bill  Clinton  to  rapper  Snoop  Dogg\' 
Dogg— vet  TOMMY  HILFIGER  has  only  just " 
begun.  The  44-yeai"-old  designer  and 
honoraiy  chaunnan  of  the  company 
that  beai's  his  name  is  spreadiiig  his 
style  to  women's  weai",  suits,  eyewear, 
peifiime,  and  fiuTiitm-e.  In  two  yeai-s, 
sales  will  have  neaiiy  doubled,  to  S62() 
million,  for  the  veai-  that  ends  in  Mai'ch. 


2^ 


A  COUPLE'S  CALUNG 

^  Providing  high-quahty  day  care — wliile  turn- 
ing a  profit — isn't  easy,  but  husband-and-wife 
team  ROGER  H.  BROWN,  40.  and  LINDA  A.  MASON.  41. 
make  it  look  that  way.  Clients  of  their  130 
Bright  Homons  Chikh'en's  Centers  include  Mo- 
torola. The  couple,  who  once  did  reUef  work  in 
the  Sudan,  hope  to  take  the  10-yeai-old  compa- 
ny, with  revenues  of  $64  million,  public  this  year. 
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SPEEDY,  LOW-COST  STEEL 

«  The  steel  industry  hasn't  typically  been  a 
hotbed  of  entrepreneurialism,  but  ex-Nucor  exec 
KEITH  BUSSE  has  his  year-old  company,  Steel  Dy- 
namics, oft'  to  a  fast  start.  Busse's  low-cost  mini- 
mill  began  making  steel  far  more  rapidly — and 
profitably — than  a  slew  of  other  Nucor  wanna- 
bes. Now,  after  a  successful  IPO  that  raised  $150 
million,  Busse  plans  to  build  up  a  full-line  steel- 
maker with  costs  well  below  old-line  rivals'. 


MAC  CLONE 
PIONEER 

«  Despite  Apple 
Computer's  woes, 
STEPHEN  S.  KAHNG  has 

made  three-year-old 
Power  Computing  the 
hottest  computer 
startup  of  the  '90s  by 
selling  supeifast  Mac 
clones.  With  sales  ex- 
pected to  top  $400  mil- 
Hon  in  '97,  he's  eyeing 
a  summer  IPO  to  fund 
his  dream  of  creating 
a  new  pc  powerhouse 
from  scratch. 


Fresher  Flowers 

^  RUTH  M.  OWADES  launched  Calyx  &  Corolla,  a 
mail-order  flower  service,  in  1989.  What  makes 
this  $20  million  business  so  special  is  that 
Owades,  49,  has  radically  changed  the  way  flow- 
ers are  distributed,  shipping  directly  fi-om  gi'ow- 
ers  to  customers.  That  cuts  out  costly  middlemen 
and  provides  fresher  flowers,  c&c,  now  going 
global,  is  one  of  Harvard  B-school's  study  cases. 
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ENTSEPRENEURS 


Internet 
Bookworm 

»  Former  hedge-fimd 
manager  JEFF  BEZOS, 
32,  has  created  one  of 
the  rare  Web  sites 
that's  booming.  His 
Amazon.com  is  a  virtu- 
al bookstore  with  1.1 
million  titles  and  such 
amenities  as  chats 
with  authors  and  read- 
ers' reviews.  The 
blend  of  selection  and 
"community"  helped 
the  privately-held 
Amazon.com  pull  in  es- 
timated sales  of  $17 
million  in  1996. 


PC  RIDER 


«  CHRISTOPHER  R.  HASSETT,  CEO  of  PointCast,  hal 
hit  upon  one  of  the  Internet's  most  compelling! 
ideas  yet — a  PC  screen  saver  that  receives  cus 
tomized  information.  Over  1.5  million  people 
downloaded  its  software  in  1996.  A  December 
deal  giving  PointCast  a  prime  spot  on  Micro- 
soft Web  browser  screens  should  bring  in  lots 
more.  The  challenge  for  racing  enthusiast 
Hassett,  34:  going  public,  maybe  this  year. 
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Marisol  Ferrer.  Your  R&D  superstar.  Truly  innovative.  Took  concept 
to  prototype  overnight.  Customers  wanted  it  months  ago. 


Your  brightest  and 
best  can't  perfomi  well  working 
alone  in  a  vacuum.  On  the  other  hand,  a  mulH- 
functional  team  approach  to  product  development 
may  not  be  enough  to  get  the  goods  out  to  your 
customers  -  when  they  need  them. 

So  how  do  you  breathe  new  life  into  new  prod- 
uct development?  With  Arthur  Andersen. 

No  other  business  advisors  have  greater  experi- 
ence or  savvy  with  the  industry's  trailblazing  tool:  the 
Global  Best  Practices^"  knowledge  base.  Nothing  else 
comes  close.  Using  it,  Arthur  Andersen  professionals 
will  help  your  people  develop  insights  into  ways  to 
improve  their  processes. 


Arthur  Andersen  can  help  them 
break  out  of  the  old  traps  and  develop 
more  confidence,  greater  creative  freedom,  superstar 
performances  -  and  super  product  introductions. 
Find  out  more.  Call  1-800-640-8914  or  visit  our  Web 
site  at  http://wwio.aythunvuiersen.com/ghp. 

Global  Best  Practices'" 

Putting  Insight  Into  Practice^'^ 


.Arthur 
Andersen 


©1996  Arthur  Andersen,  Andersen  Worldwide  SC.  Ail  rights  reserved. 


HEW  PRODUCTS     From  sports  cars  to  digital 
devices,  1996  was  a  banner  year  for  innovation. 
You  could  trek  the  Web,  or  splurge  (using  high- 
tech currency)  on  office  furniture,  video  games, 
fashionable  footwear,  or  tiny  phones.  The 
common  thread:  Even  basic  needs  are  met  in  a 
truly  fresh  way 


if 


IS 


a 


Snap 


»  Kodak,  Fuji,  Canon, 
Minolta,  and  Nikon 
teamed  up  on  a  new 
standard:  ADVANCED 
PHDTO  SYSTEM.  APS  cam- 
eras provide  di'op-in 
film  kjading  and  tlu'ee 
pnnt  sizes.  Processed 
pics  come  back  with  a 
proof  sheet  that  dis- 
plays thumbnails  of 
each  fi'ame. 


JAG  PURRS 
AGAIN 


evokes  the  marcjue's 
glory  days.  The  fti"st 
V8  in  Jag  history,  this 
machine's  impressive 
specs  match  its  sensu- 
ous styling.  A  coupe 
runs  $65,000;  a  con- 
vertible, $70,000. 


To  Siirf  and  Protect 

^  Wetsuits  tyi^ically  have  a  20-inch-long  zip 
that  starts  at  the  neck  and  extends  to  the  lo 
er  back.  But  zippers  don't  stretch — which  m; 
crimp  flexibilitv — and  water  can  seep  throug 
The  one-piece  BILLABONG  2001  SERIES  ZIPPERLESS 
WETSUIT  solves  these  problems  by  employing 
Velcro,  and  by  using  highly  elastic  materials 
The  $225  suit  was  given  an  award  by  the  In 
dustrial  Designers  Society.  Surf's  up. 


THE  MIHI- 
MOTOROLA 

«   The  sleek  STARTAC 
phone  from  Motorola 
brings  cachet  back 
to  cellular.  Mo- 
torola dubs  the 
o.l-ounce,  5-cu- 
hic-inch  mite  the 
first  "wearable" 
phone.  Despite  the 
$l,000-to-$2,000 
price,  retailers 
can't  keep  the 
tiny  phones  in 
stock. 
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NO.  1 

EMY 

rotease  inhibitors, 
1  with  other 
5,  have  made  the 
est  inroads 
iSt  AIDS.  In  some 
nts,  HIV  is  30  di- 
hed  as  to  be  un- 
•table.  Three  are 
e  market — inchul- 
lerck's  CRIXIVAN, 
n  here — with  oth- 
n  the  way. 


VIDEO 
VICTORS 

V  Videophiles  hot  for 
boffo  images  and 
sound  are  turning  to 
new  digital-video  cam- 
corders. JVC's  $3,000 
GR-DV1  (shown  here) 
and  its  near-twin,  the 
$2,600  RCA  CC900D,  are 
probably  the  coolest 
machines  to  use  the 
DV  standard.  They 
weigh  just  over  a 
pound  and  fit  in  a 
trouser  pocket. 


Call  it  Puppy  Love 

^  Nobody  is  kicking  tliis  dog  around  anymore. 
HUSH  PUPPIES,  once  the  sensible  footware  of  Eisen- 
hower-era confoiTnists,  have  become  dowra-ight 
liip,  appearing  on  the  fashion  nmways  of  hot  de- 
signers Anna  Sui  and  John  Baitlett.  Parent 
Wolverine  World  Wide  revived  its  clunl^y  old 
shoes  by  tailing  them  up  in  Technicolor  hues 
hke  Scarlet  Feather  and  Hot  Pepper.  Sales  of 
the  $70-a-pair  dogs  nearly  quadnipled  in  1996. 


THE  BEST  WEB  SITES 


CRAYON 

(http://www. 
crayon.net):  Short 
for  "Create  Your 
Own  Newspaper," 
this  Web  site  allows 
you  to  do  exactly 
that,  from  designing 
layouts  to  choosing 
content. 
GOLFWEB 
(http://www. 
golfweb.com):  The 
be-all  for  golfers — 
includes  news,  tips, 
reports  on  19,000 
courses,  and  a  pro 
shop. 
0NSALE.COM 

(http://www.onsale. 
com):  Runs  popular 
online  auctions  of 
new  and  used  com- 
puter gear. 
SALON 

(http://vvww.salonl999.com) 
of  a  Web  New  Yorker,  this 
azine  features  writers  such 
Anne  Rice,  James  Carville, 
Ian  Shoales. 


SALON 


'  :lfWeb 

GOLFWEB 


Kind 
mag- 
as 
and 


SCHWABNOW! 

(http://www.schwab. 
com)  Besides  allow- 
ing do-it-yourself  in- 
vestors to  buy,  sell, 
and  short  stocks  on- 
line, this  site  pro- 
vides access  to  mu- 
tual-fund 

performance  data. 
SEARCH.COM 

(http://www.search. 
com):  Publisher 
C/Net's  "super  site" 
for  Web  searching 
has  links  to  news 
feeds,  sports,  weath- 
er, stock  and  travel 
information,  yellow 
pages,  even  job 
listings. 
WEBMUSEUM 
(http://sunsite.unc. 
edu/wm):  This  high- 
culture  entry  includes  paintings 
from  the  collections  of  the  Lou- 
vre and  other  museums.  In  addi- 
tion to  the  great  and  the  world- 
famous,  many  obscure  artists  are 
on  show. 
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NEW  PRODUCTS 


LOOKING 
GOOD,  BEN 

«  It  looks  like  play 
money.  But  the  re- 
designed $100  BILL— 
Benjamin  Franklin 
got  a  face  lift — is  the 
real  thing.  The  Trea- 
sun,'  hopes  the  new 
gi'aphics  will  deter 
counterfeiters.  One 
change:  the  words 
"United  States  of 
America"  ai-e  piinted 
in  tiny  lettei-s  on  Ben's 
coat. 


Walking 
On  .\ir 


latest  innovation  for 
basketball  and  lain- 
ning.  It  incorporates 
Nike's  ail"  bag  to  offer 
the  first  athletic  shoe 
with  toe-to-heel  cush- 
ioning using  air.  Prices 
are  as  high  as  $120  a 
pair. 


A  Boon  for  Boomers 

^  The  redesigned  1997  F-150  may  be  Ford's 
hottest  introduction  since  the  '65  Mustang. 
Ford  transfoiTned  the  F-1.50  from  a  utihtarian 
beast  of  burden  into  a  brawny  set  of  wheels. 
Boomers  love  the  $15.000-to-S29.000  tioick,  with 
its  creature  comforts  and  a  third  door  that 
makes  it  easy  to  pile  kids  into  the  backseat. 


OH,  GET 
A  GRIP 


pole  grip  or  an  exer- 
cise de\ice,  but  the 
GRIP  STAPLER  is  aimec 
desk  jockies.  Philade 
phia-based  Hunt  Ma 
factmnng  Co.  is  hopi 
to  nail  down  a  hefty 
chunk  of  the  S150  m 
lion  stapler  mai'ket. 
The  Grip  costs  unde 
S20  and  is  marl- 
ed under  tb 
Boston  br£ 
name. 


PC 

PLUS 
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«  Toshiba's 
top-of-the-line  INFINIA 
(about  S3,500)  comes 
with  a  built-in  TV 
tuner,  radio,  and  speak- 
ers. Under  the  screen  is 
a  liquid-crystal  panel 
for  controlling  the 
entertainment 
gear,  and 
a  hand- 
held 
remote 
control. 


because 
they 

rock  " 


and  other 


technical  reasons  why  Netscape 


uses  Silicon  Graphics  Web  FORCE  servers, 


according  to  Webmaster  Robert  Andrews. 


When  you're  the  busiest  site  on  the  Web,         and  scahibihtv  lets  vour  Web  site  handle 
when  vou  receive  more  than  112  even  the  most  demandins;  workloads. 


million  hits  a  day,  when  you  down-  And  since  Silicon  Graphics  offers 

NETSCAPE 

load  2.8  terabytes  in  a  single  week,  the  widest  range  of  compatible 
you  need  servers  that  you  can  depend         servers,  you  can  scale  your  Web 


on.  That's  why  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE  servers 
combine  64-bit  MIPS' 
RISC  microprocessors  with  the  highest 
data  throughput  in  the  market.  Our 
revolutionary  S2MP   system  architecture, 
with  industry-leading  I/O,  performance 


A  FEW  OTHER  SITES 
USING  WebFORCE 

www.firefly.com 

www.discovery.com 

www.travelocity.com 

www.bigbook.com 

www.warnerbros.com 

www.  I  ucent.com 

www.webcrawler.com 


site    smoothly  as 
your  on-line  business 
grows.  Te  c  h  n  i  c  a  1 1  y 
speaking,  it's  the 
best  server  you  can 
buy.  And  it  can  keep 
your  Web  site  rockin'.  For  more 
information  visit  our  Web  site  at 
www.sgi.com/Products/WebFORCE 
or  call  800.636.8  184  Dept.  I,S0054. 


See   what's  possible 


SiliconGraphics 

\   ^     Computer  Systems 


1996  S.l.con  Gr^hics.  Inc  All  nghts  reserved.  Slicon  Graphics  and  the  S.licon  Graph.cs  logo  are  registered  trademarks,  02.  Ongin.  OnginiOO,  Ongto2000.  S2MR  WebFORCE.  and  See  whats  possible  are  irademar*«. 
.con  Gr^hics,  Inc.  MIPS  and  *e  MIPS  RISC  Certified  Power  logo  are  registered  trademarks,  of  MIPS  Technologies.  Inc  Netscape  and  the  Netscape  logo  are  trademarks  of  Netscape  Communications  Corporation 


Free  for  a  Limited  Time. .  .A  Guide  to 

The  Top  New 
Data  Warehousing 
Software 


When  200,000  IS  managers  were  asked  to 
choose  the  top  softuxire  for  data  warehousing, 
their  ansiver  had  a  familiar  ring: 

SAS"  software  from  SAS  Institute. 

With  SAS  software,  you  can  integrate 
your  company's  vast  data  resources  with 
j)roven  data  (hscovery  ca|>ahiHties  that 
can  he  custom  tailored  to 
you  and  your  husiness: 
iiiidti-dimensional 
analysis,  data  mining, 
datahase  marketing,  ' ' ' ' 

data  visualization,  data  query  and 
reporting,  and  much  more. 

It's  never  heen  easier  to  access  your 
data... or  to  arrive  at  informed  decisions. 
No  wonder  more  than  3.5  million 
decision  makers  already  rely  on  SAS 
software.  Or  why  it's  now  at  work  in 
the  Fortune  100. 


DATAMATION 


PRODUCT 

OF  THE 

YEAR  1 996 

IS  MANAGERS  CHOICE 


Institute. ! 


Software 


SAS  Institute 


Software  for  Successful  Decision  IVIaking 

IMi..iie  919.677.«2<)0      Fax  919.677.4444 

(jft  the  facts  for  yoiiix  lf  in  our  free  data  warciious- 
iii<;  <;iii«le.  ,Jiist  fjive  us  a  call  or  visit  SAS  Institute 
on  the  World  Wide  Web  at  htt|>://www. sas.com/ 


E-mail:  bw@sas.com 


SAS  IS  a  registered  trademark  of  SAS  Institute  Inc.    Copyright  c  1996  by  SAS  Institute  Inc. 


'JJf 


YO, 
MARIO 


«  In  most  re- 
spects, the  NIN- 
TENDO 64  video 
game  system 
lived  up  to  its 
prelaunch  hype. 
Big  selhng 
point:  It  i-uns 
the  breath- 
taking Super 
Mario  64  game. 
No  other  sys- 
tem does.  In  3- 
D,  the  plumber 
leaps,  does 
back  flips, 
fires  himself 
out  of  can- 
nons, and  flies. 
Mama  Mia! 


LOR  ME  QUICK 

"hat  does  $500  get  you  in  a  printer  these 
If  you  go  foi-  a  Hewlett-Packard  870 
5  model,  you  get  a  machine  as  fast  as  many 
printers  that  also  offers  rich  color.  The  870 
out  foui'  best-quality  black-and-white  pages 
ute  (up  to  eight  th-aft-quality),  or  one  to 
iill-color  pages.  It's  Mac-  and  PC-compatible. 


1  All!  a  Canny 

/V  Long  the  standard-setter  for  family  sedans, 
Toyota's  redesigned  1997  CAMRY  does  it  again. 
Key  improvements  include  a  zippier  engine, 
roomier  cabin,  and  cushier  seats.  And  it  costs 
less:  At  $19,868,  the  four-cyHnder  le  model  is 
at  least  $1,500  cheaper  than  the  '96  Camiy. 


NEW  PRODUCTS 

PIXIN 
SPACE 

Digital  cameras, 
which  store  images  on 
chips  until  they're 
dumped  onto  a  PC,  are 
going  mainstream,  as 
more  features  are 
added.  Sony's  $849 
DSC-F1  sends  photos, 
without  wires,  to  a 
PC  that  has  infrared 
capabilities. 


THE  BEST  CD-ROMS 


Like  Mijstl 
Then  you'll 
probably  love 
The  Neverhood 
from  Dream- 
Works Interac- 
tive, a  series  of 
puzzles  that  are 
rendered  in  a 
wacky  world 
built  from  clay. 

Mattel's  Bar- 
bie Fashioyi  Designer  lets  young 
girls  create  and  print  out  patterns 
on  fabric  and  dress  up  their  dolls. 

Cosmic  Geometry  fi'om  Ed- 
mark  is  a  rigorous  but  entertain- 
ing educational  title  that  contains 
a  3-D  maze,  dancing  robots,  rotat- 
ing patterns,  and  dozens  of  other 
activities. 

Corbis  brings  the  world  of 


BARBIE  GOES  DIGITAL 


Leonardo  da 
Vinci  to  life 
with  a  digitized 
version  of  the 
Codex  Leices- 
ter, his  manu- 
script dealing 
with  hydrology, 
astronomy,  and 
meteorology. 

The  folks  at 
id  Software,  re- 
sponsible for  Doom,  outdid  them- 
selves with  Quake,  a  3-D  shoot 
'em  up  that  has  kept  adolescent 
boys — and  adults — occupied  for 
hours. 

It's  something  like  Jeopardy!, 
only  with  more  of  an  attitude:  You 
Don't  Know  Jack,  from  Berkeley 
Systems,  is  an  irreverent  and 
very  smart  quiz-show  party  game. 


RI|C,|NFC,c,  WFFK  /   lAMIIARY  1^  IQQ? 


NEW  PRODUCTS 


Sits  WeU  With  Me 

^  Want  to  ch-ess  up  the  office?  The  sleek  WILKAHN 
MODUS  chaii's  distributed  by  Vecta  come  in  dandy 
designs  (standai'd  or  high-back,  with  or  without 
aiTTu-ests,  etc.).  They're  comfy,  too.  When  you  lean 
forward,  the  seat  tilts  down  to  relieve  tliigh  pres- 
sure. When  you  lean  back,  the  resistance  of  the 
aiTm-est  increases  to  provide  fiiTn 
support.  Cost:  $1,770  and  up. 


PUFF 

THE  MAGIC 

»  CIGARS  are  hot 

Fed  by  a  rise  in 
bars  and  maga 
zines  devoted 
to  cigars — and 
Hollywood's 
stogie  craze — 
the  fad  led  to 
two  iFOs  of  cigar 
makers  in  1996, 
and  rising  prices 
and  product  shortages 
Tioie  cognoscenti  still 
prefer  Cubans,  still  il- 
legal in  the  U.  S.  Sec- 
ond chi  iicf:  Diiniinic;ms 


CUSHY  FOE 
THE  TUSH 


m 

i 


«  Maintaining  a 
sporting  edge  while 
improving  its  er- 
gonomics, the  high 
tech  HONDA  CBR900RR, 
motorcycle  was  re- 
designed in 
1996.  Along 
with  a  new 
frame,  handle 
bars  were 
raised  sUghtly, 
foot  pegs  low- 
ered, engine  pow 
er  increased,  and 
the  gas  tank  given 
a  narrower  contour 
so  the  rider  fits  in 
better.  The  greater 
comfort  is  especiall 
noticeable  on  long, 
twisty  roads.  Price 
$9,799. 


POCKET 
ROCKET 

»  Nothing  gets  your 
address  book  and  cal- 
endar into  portable 
form  better  than  U.  S. 
Robotics'  $249  PILOT. 
Place  it  in  its  cradle, 
hit  a  button,  and  the 
data  in  the  device  are 
synchronized 
with  the 
info  on 
your  PC. 
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WIRELESS 
WONDER 

V  The  quality  of 
wireless  calling 
took  a  big  leap  for- 
ward with  the  ad- 
vent of  a  new  digital 
technology  called 
PERSONAL  COMMUNICA- 
TIONS SERVICES.  PCS 
calls  are  more  secure 
from  eavesdroppers 
don't  suffer 


Xai  IT  UP,  BABY 

arbucks  has  given  Java  a  whole  new  mean- 
i  hot  weather.  The  popular  FRAPPUCCINO,  a 
hake-hke  coffee  drink,  comes  in  multiple 
•s  (mocha,  spice,  etc.)  and  has  about  the 
caffeine  kick  as  a  latte,  with  only  two 
5  of  fat.  And  for  those  3  a.m.  cravings, 
ucks  and  PepsiCo  are  stocking  West  Coast 
ry  shelves  with  bottled  Frappuccino.  The 
if  the  country  will  follow  later  in  the  year 


Siirliiig  Made  Simple 

^  Wanna  surf  the  Web  from  your  couch?  Gate- 
way 2000's  DESTINATION  ($2,999  and  up)  provides 
one  way,  with  a  combination  big-screen  (31- 
inch)  monitor  and  Pentium  PC.  Meanwhile,  WEBTV 
lets  folks  do  the  Net  without  a  PC.  The  $300  TV 
set-top  box,  designed  by  WebTV  Networks  but 
marketed  by  Sony  and  Philips/Magnavox,  is 
easy  to  set  up  and  use,  and  the  picture  is  sur- 
prisingly good.  Subscriptions  are  $20  a  month. 

PRODUCTS  TO  WITCH  IN  1997 


MONDEX'  MONEY  CARD 


■  In  just  a 
couple  of 
months, 
some  35,000 
Hong  Kong 
residents 
snapped  up 
Mondex,  a  refill- 
able  electronic 
money  card  that  is 
backed  by  Master- 
Card and  that  can 
hold  up  to  five  cur- 
rencies. Hong  Kong 
is  the  first  large- 
scale  test  market 
for  Mondex  as  the 
upstart  competes 
against  Visa  Cash 
and  other  cards 
that  are  bidding  to 
become  a  substitute  for  coins  and 
cash. 

■  They  look  like  ordinary  com- 
pact disks.  But  a  digital  video 
disk  (DVD)  can  store  an  entire 
full-length  movie.  After  numer- 
ous delays,  the  disks  will  start 
turning  up  in  home  theater  sys- 
tems in  1997,  and  eventually  they 
will  function  as  high-storage  re- 


SUN'S  NETWORK  COMPUTER 


placements  for  cd- 
roms. 

■  Network  com- 
puters ballyhooed 
by  Oracle,  Sun  Mi- 
crosystems, IBM, 
and  others  are 
stripped-down 
computers  that 
draw  progi'ams 
from  networks. 
They  could  possi- 
bly bust  up  Mi- 
crosoft and  Intel's 
duopoly. 

■  gm's  EVi  marks 
the  fii'st  from-the- 
ground-up  electric 
car  in  more  than 
75  years.  But  will 
consumers  pay 

$530  to  $690  a  month  for  a  two- 
seater  that  only  goes  90  miles 
before  it  needs  recharging? 
■  Easton  Sports'  Silver  Tip 
hockey  stick  is  being  hawked  by 
Wayne  Gretzky.  The  pricey  $100 
aluminum  stick  is  lighter, 
stronger,  and  more  flexible 
than  a  previous  model 
used  by  the  Great  One. 
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Go  ahead,  smile.  The  feel-good 
economy  is  good  for  another  year 
But  don't  get  too  complacent- 
amid  the  steady  growth,  low 
interest  rates,  and  mild  inflation 
are  strong  competitive  challenges 
for  Corporate  America 

ore  of  the  same.  For  the  U.  S.  economy,  that's 
the  outlook  for  1997:  more  moderate  gi'owth, 
more  low  interest  rates,  more  modest  infla- 
tion, more  gains  in  jobs  and  income.  Business 
could  even  get  monotonous,  some  forecasters 
I  say,  ticking  out  steady  2%  to  2.5%  gi-owth, 
quarter  after  quarter.  "It  looks  real  boiing  right  now,"  says 
Southwest  Airlines  Co.  CEO  Herbert  D.  Kelleher 

Perhaps  so.  But  with  the  ciurent  expansion  heading  into  its 
seventh  year,  "boring  is  good,"  says  Chris  Varvares  of  fore- 
caster Macroeconomic  Advisers  LLC  in  St.  Louis.  After  all,  the 
alternative  is  recession — the  fate  that  befell  all  other  peace- 
time expansions,  except  the  1982-90  cycle,  before  they  reached 
their  sixth  anniversaries.  This  time,  the  economy  just  paused 
to  catch  its  breath  in  1995 — and  now  appears  poised  to  gi'ow 
without  a  break  through  the  rest  of  the  decade. 

That  optimism  shows  up  in  business  week's  poU  of  top  ex- 
ecutives: 93%  say  they're  optimistic  about  the  1997  economy, 
with  82%'  predicting  that  growth  will  match  or  exceed  1996's 


M 


performance  (page  90).  T* 

will  be  reflected  in  tli 

own  companies,  the  tx 

say,  with  81%  forec;isi 

profit  gains.  The  only  ciw 

the  executives  see  on  : 

hoiizon  are  wage  pressiuM 

84%  expect  rising  wages' 

1997 — and  hikes  in  he;il 

care  costs.  Even  so,  ero 

^^^Ik,^      ^f.^^^  ™st  Bi-uce  E.  Steinbeit; 

coming  on  strong   lj^^,,  ^  ^.^ 


Leaders 

AGRICULTURE  Rising 
demand,  especially  from 
Asia,  will  help  farmers 

AUTOS  Detroit  expects  a 
good  year,  though  Japan  is 


AVIATION  &  DEFENSE  Boom 
ing  sales  of  commercial 
aircraft  will  offset  declin- 
ing military  contracts 

SOFTWARE  The  Internet's 
growth  has  triggered  a 
creative  free-for-all 

BUSINESS  SERVICES  The 

hard  part  is  finding 
enough  qualified  workers 


that  inflation  has  nevei 
fore  remained  so  tame  t 
late  in  an  expansion — a  s 
that  what  he  calls  "the  t 
good-to-be-true  econon 
can  keep  rolling  on. 

All  happy  forecasts,  h( 
ever,  aren't  alike.  Inde 
under  the  economy's  pla 
suiface  are  strong  curre 
that  create  sharply  var 
projections  for  different  s 
tois.  As  the  21  profiles 


business  week's  1997 
dustry  Outlook  reveal,  even  constant  macroeconomic  gro^ 
won't  spell  prosperity  for  all.  "The  engine  is  i-unning  a 
steady  pace,"  says  David  A.  Wyss,  research  director 
DRi/McGraw-Hill,  "but  that  means  some  pistons  are  go 
down  even  while  others  are  going  up." 

With  the  dollar  strong,  foreign  trade  will  be  a  drag  on 
U.  S.  economy:  DRi/McGraw-Hill  predicts  that  the  trade  de; 
will  climb  by  19%,  after  adjustment  for  inflation,  in  IJ 


BASIC  INDUSTRIES  page  01 


HIGH  TECHNOLOGY  page  103 
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it  won't  keep  down  businesses  that  can  ride  the  glob- 
and  for  American  quality  and  knowhow.  As  Boeing 
litch  to  buy  McDonnell-Douglas  Corp.  shows,  U.  S. 
ice  and  defense  manufacturers  are  sitting  atop  a  huge 
J  of  orders  fi'om  around  the  world.  Other  high-tech  in- 
3,  such  as  software,  computer,  and  semiconductor  man- 
ing,  will  post  strong  revenue  gains  at  home  and  abroad 
;  domestic  capital  spending  slows.  And  U.  S.  service  in- 
■s — securities  firms 

siness  services  such     T    _  _^  _^  _  „  _1  _^ 

-^p^e  Tc^ptr;  Liaggaras 

vth  in  Asia  and  Latin  INSURANCE  Stodgy 

a  (chart,  page  89).  companies  can't  grow 
BAR.  Laggards  in  97         •  x   x  x 

businesses  that  count  ^^eir  way  out  of  trouble 

'i-al  prosperity  to  car-  PACKAGED  GOODS  Prices  for 

n  along.  One  theme  ,         ^       toothpaste  to 
s  clearly  from  Busi-  ^ 

EEK's  profiles:  Years  cereals  are  falling 

;-h  competition  have  pRugs  4  BIOTECH  With 
jxpectations  tor  qual- 

vice,  and  innovation,  managed  care  pressing 

•s,  for  instance,  are  down  prices,  it  will  be 

the  race  for  savers'  hard  to  match  1996 

to  nimbler  broker-  _-«-Vmw,«r  ^ 

mutual  funds,  and  FOOD  SERVICE  Too  many 

Even  with  continued  new  restaurants  are  chas- 

wth  to  support  con-  ing  too  few  customers 
spending,  packaged- 

,nd  food-sei-vice  com-  METALS  Surging  imports 

will  be  scrapping  for  and  the  stronger  dollar 

of  markets  destined  will  hurt  Big  Steel 
r  only  slowly. 


Slashing  costs  is  one  answer  Chicago-based  outplacement 
consultant  Challenger  Gray  &  Chiistmas  Inc.  predicts  450,000 
layoffs  in  1997— down  10%  from  1996 — concentrated  in  new- 
ly deregulated  sectors  such  as  utiUties,  finance,  and  telecom- 
munications. "A  lot  of  middle  managers  will  be  caught," 
wams  Executive  Vice-President  John  A.  Challenger. 

But  other  businesses  are  timung  from  cost-cutting  toward 
expansion.  Take  Varian  Associates,  a  high-tech-equipment 
maker  in  Palo  Alto,  Cahf.  The  company  squeezed  costs  so 
hard,  says  ceo  and  Chainnan  J.  Tr-acy  O'Rourke,  that  pro- 
ductivity climbed  23%  each  year  in  the  fii'st  half  of  the  '90s. 
"We  can't  keep  that  up,"  O'Roui'ke  admits.  So  the  company  is 
looking  for  opportunities  to  expand  sales,  especially  over- 
seas: Last  year,  it  exported  50%  of  its  radiation-therapy  ma- 
chines, up  from  less  than  20%  in  1990. 

RATES  AT  REST.  Painful  as  it  was,  cost-cutting  at  Varian 
and  thousands  of  other  companies  has  been  a  key  to  the 
economy's  long  run  of  prosperity.  By  wringing  more  output 
from  existing  plants  and  workers — productivity  gains  lai-gely 
missed  in  the  government's  official  statistics — companies  have 
been  holding  the  fine  on  prices.  That  has  been  just  fine  with 
Federal  Reserve  Chairman  Alan  Greenspan,  who  is  deter- 
mined to  leave  a  low-inflation  economy  as  the  legacy  of  his 
decade  at  the  Fed's  helm.  Greenspan  has  used  his  interest- 
rate  levers  to  temper  the  business  cycle's  swings. 

Now,  the  economy  is  so  tame  that  the  Fed  is  likely  to 
spend  1997  on  the  sidelines:  Almost  half  the  50  economists 
surveyed  recently  by  business  week  predict  no  Fed  actions 
on  interest  rates  during  1997.  The  economy's  output  of  goods 
and  services,  or  gross  domestic  product,  is  hkely  to  gi-ow  by 
2.3%  in  1997,  adjusted  for  inflation,  matching  its  1996  pace.  In- 
flation vrill  remain  steady  at  just  2.9%,  helping  to  hold  inter- 
est rates  almost  constant.  Thirty-year  Treasury  bonds  will 
yield  6.6%  on  average  (charts,  pages  88  and  89).  Capital 
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INDUSTRY  OUTLOOK 

spending  will  continue  its  slowdown  from  the  double-digit 
growth  rates  of  1993-95,  with  producers  durable-equipment 
spending  rising  5.9%  after  inflation.  Job  gi'owth  will  slow 
from  2%  in  1996  to  1.5%  in  1997,  holding  the  unemployment 
rate  steady,  near  November's  5.4%. 

Only  one  major  imbalance  sticks  out:  consumer  debt,  wliich 
hovered  at  record  levels  of  21%  of  aftertax  income  during 
1996.  DRi/McGraw-Hill  predicts  that  the  debt  ratio  vdll  taper 
off  as  consumers  grow  cautious  and  put  more  of  their  rising 
incomes  in  savings  in  1997. 

A  crisis  of  consumer  confidence — say,  from  a  stock-market 
plunge — would  be  troublesome.  "A  shock  to  the  markets 
could  hit  households  two  ways,  driving  up  interest  rates  and 
driving  down  confidence,"  says  Mai'k  M.  Zandi,  chief  economist 
of  forecasters  Regional  Financial  Associates  Inc.  But  even 
that  wouUl  not  ^ej^tHYGIOW 
HMOs  are 
holding  down 
drug  costs. 
Hospitals  and 
doctors  are  reap 
ing  the  benefits 
of  efficiency 


Despite  such  demand,  total  compensatini  ■ 
at  a  modest  annual  rate  of  2.8%  throuu! 
first  nine  months  of  1996.  Wages  havi 
gi'owing  faster — at  a  3.3%  rate — but  total 
have  been  held  down  by  slow  gi'owth  in  fringe  bem  I 
medical  costs  start  to  rise  faster — or  companies  add  mm  " 
time  workers  who  qualify  for  benefits — labor  costs  i 
start  leading  inflation.  "The  folks  who  say  we're  in  a  nr\ 
where  wages  don't  respond  to  demand,  may  be  in  for  ; 
prise,"  says  Daniel  J.  B.  Mitchell,  a  labor  economist  ;i 
University  of  California  at  Los  Angeles. 
LONG  VIEW.  One  force  that  has  kept  wages  in  check  is 
alization.  As  U.  S.  companies  e.xpanded  abroad,  theii 
priority  was  to  take  advantage  of  cheaper  foreig-n  lal 
produce  goods  for  established  markets.  Now,  thougli, 
companies  are  taking  a  longer-term  approach:  76%  < 
113  large  companies  surveyed  by  consultants  at  Fu 
Group  in  Glastonbury,  Conn.,  say  theu'  overseas  invest  i 
are  aimed  at  wanning  a  toehold  in  new  markets  tlia 


produce  a  reces- 
sion before  mid- 
1998,  Zandi  says, 
and  any  down- 
turn would  be 
mild. 

Rather  than  a 
recession,  most 
forecasters  see 
steady  growth 
around  the  long- 
term  trend  rate  of  2.2%  to  2.5%  for  at 
least  the  next  two  years.  The  big  ques- 
tion is  what  such  modest  gTowth  will 
do  to  wages.  Already,  many  companies 
are  complaining  of  spot  labor  short- 
ages. "It's  tough  to  reciuit  people  with 
technical  skills  in  engineering  and  man- 
ufacturing," says  Ronald  D.  Bullock, 
president  and  ceo  of  Bison  Gear  &  En- 
gineering Coi-p.,  a  St.  Charles  (111.)  ma- 
chine-tool maker  with  200  employees.  "We  do  a  lot  of  internal 
education,  because  the  product  coming  out  of  the  public 
schools  is  substandard." 

Labor  is  tight  at  the  upper  echelons,  too.  After  years  of 
downsizing,  many  companies  are  discovering  that  "there's 
no  bench  strength  of  management,"  says  Chicago  headhunter 
Peter  Crist.  That's  good  news  for  companies  that  traffic  in 
talent.  Manpower  International  Inc.,  the  temporary-help 
agency,  just  struck  a  deal  with  the  American  Institute  of 
Physics  to  find  PhD  physicists  for  short-tei*m  assignments 
with  companies. 


tal;c  fiiur  years  or  longer  to  develoj).  The  most  populf  ta 
gets  are  the  nations  of  Asia's  Pacific  Rim. 

The  Pacific  Rim  will  lead  the  world  in  gi'owth  agn 
1997.  DRi/McGraw-Hill  forecasts  Asian  gi-owth  at  6.3% , 
from  6.8%  in  1996.  The  new  star  is  the  Philippines,  wl 
starting  to  privatize  state-owned  industries  and  hasi 
seen  the  wage  hikes  that  are  rampant  in  other 
economies.  Hong  Kong's  economy  will  enjoy  an  upt 
1997,  says  Salomon  Brothers  Inc.  regional  economist 
Chan.  And  China's  volatile  economy  could  grow  9%  in 
according  to  Goldman,  Sachs  &  Co. 


HOUSING  WILL 
SLOW  DOWN... 


...AND  THE  TRADE 
DEFICIT  WILL  HURT... 
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THE  1997 
ECONOMY 

The  U.S.  economy  should 
grow  2.3%,  matching  its  1996 
performance.  Low  interest 
rates  and  inflation  spell 
stability.  The  biggest  risk:  A 
stock-market  drop  that  spooks 
,  debt-laden  consumers. 

;',DATA:DF!I;McGRAW-HILL   
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CURVE  AHEAD 

With  the  yen 
weakening 
against  the 
dollar,  Detroit 
will  become 
more  vulnerable 
to  the  Japanese 


All  the  Asian  economies  still  must  in- 
;pt  heavily  in  infrastincture.  "It  cui-- 
;ntly  costs  more  to  move  a  containei- 
om  southei-n  China  to  Hong  Kong  than 
)  move  it  from  Hong  Kong  to  the 
.S.."  says  a  report  from  management 
msuitant  A.  T.  Kearney  Inc.  It  pre- 
ct.s  these  countries  will  spend  up  to  $o 
iUion  on  roads,  rails,  and  utilities  in 
le  next  decade.  Consumer-products 
mpanies  are  joining  the  loish  to  Asia, 
rawn  by  rising  incomes.  "Huge  middle 
asses  ai'e  waiting  to  be  bora  in  China,  India,  and  tlu-oughout 
ast  Asia,"  says  Kearney  Vice-President  Paul  A.  Laudicina. 

Latin  America's  economies,  poised  to  gi'ow  at  an  average 
ite  of  4.4%  in  1997,  are  also  drawing  heavy  investments, 
[exico  should  di-aw  more  than  $7  billion  in  foreign  investment 
I  1997,  two-thirds  of  that  from  north  of  the  border,  says 
;onomist  Deborah  Riner  of  the  American  Chamber  of  Com- 
lerce  in  Mexico.  U.  S.  railroads  are  likely  to  bid  tliis  year  in 
le  continued  privatization  of  Mexico's  rail  system.  Ameiican 
tilities  are  finding  oppoitunities  to  build  natural-gas  pipelines 


GLOBAL 
ECONOMY 


Japan's  faltering  recovery  and  Europe's 
ti^t  fiscal  policies  will  hold  back  global 
growth.  Asia  will  lead. 


ASIA"- 


•EUROPE  INCLUDES  AUSTRIA,  BELGIUM,  DENMARK,  FINLAND,  FRANCE,  GERMANY,  GREECE,  IRELAND, 
ITALY,  NETHERLANDS,  NORWAY,  PORTUGAL,  SPAIN,  SWEDEN,  SWITZERLAND,  TURKEY,  UNITED  KINGDOM 
"ASIA  INCLUDES  AUSTRALIA.  CHINA,  HONG  KONG,  INDONESIA,  INDIA,  KOREA,  MALAYSIA,  NEW  ZEALAND, 
PAKISTAN,  PHILIPPINES.  SINGAPORE,  TAIWAN,  THAIUND  DRI/McGRAW-HILL 

id  electric  plants,  while  U.  S.  companies  are  likely  to  provide 
lost  of  an  expected  $2.2  bilhon  in  telecommunications  in- 
jstment  in  1997.  In  Brazil,  General  Motors  will  invest  $3.5 
illion  in  factories  from  1996  through  2000,  with  Foi'd  ex- 
acting to  spend  $2.5  billion  and  Chiysler,  $315  miUion. 
The  developed  world  will  offei'  fewer  chances  for  U.  S. 
iporters.  Japan's  long-awaited  recovery,  which  took  off  with 
i%-plus  gi'owth  in  1996's  fii'st  quarter,  has  stalled:  (!DP  gTew 
ily  0.1%  in  the  third  quarter,  and  DRi/McGraw-Hill  pro- 
cts  only  a  1.3%  gain  for  1997. 

Growth  in  Western  Eiu'ope  should  match  the  U.  S.  pace  in 


1997.  Governments  are  squeezing  theii'  budgets  to  cut  deficits 
and  inflation  in  hopes  of  meeting  strict  conditions  for  joining 
the  single  European  currency  in  1999.  Geranany  and  France 
have  offset  fiscal  stringency  by  cutting  interest  rates  and 
should  post  2.4%  growth  in  1997.  But  Italy's  success  at  push- 
ing inflation  to  a  record  low  of  2.2%  has  stifled  growth.  Labor 
protests  threaten  to  undermine  Rome's  fiscal  discipline. 

With  Continental  consumers  still  largely  absent,  U.  S.  ex- 
porters won't  find  many  new  buyers  for  theii*  goods.  But  in- 
vestment is  gi'owing  as  American  companies  bet  theh'  skills  in 
wi-inging  out  productivity  can  be  put  to  good  use  among  Eu- 
rope's inefficient  companies.  Gap  Inc.'s  78  Eiu'opean  stores — ^in- 
cluding six  opened  in  1996 — use  up-to-date  inventoiy  manage- 
ment to  tmn  over  fasWon  Unes  thi'ee  times  faster  than  its 
Em-opean  rivals.  General  Electric  Capital  Sei-vices  has  spent  $5 
bilhon  on  leasing  and  consumer-credit  businesses,  as  well  as 
snapping  up  distressed  real  estate  loans  from  French  banks. 

The  strong  dollar  adds  impetus  to  such  overseas  invest- 
ments. At  the  same  tune,  it  may  styiTiie  U.  S.  attempts  to  ex- 
port more.  "Every  country  is  trying  to  export  its  way  out  of 
stagnation,"  warns  Lawrence  Chimerine,  chief  economist  of 
Washington-based  Economic  Strategy  Institute.  For  U.  S. 
gi'owth,  "trade  is  a  big  question  mark,"  frets  Allen  Sinai, 
chief  economist  at  Primark  Decision  Economics. 

So  U.  S.  companies  that  want  to  prosper  are  still  going  to 
have  to  look  for  new  efficiencies  and  productivity  gains. 
Even  in  a  smooth-saihng  economy,  opportunities  are  mixed 
with  risks.  Spectators  may  find  the  1997  economy  dull — but  it 
could  be  anything  but  boring  for  American  businesses. 

By  Mike  McNamee  in  Washington,  with  Wendy  Zellner  in 
Dallas,  Richard  A.  Melcher  in  Chicago,  Bill  Javetski  in 
Paris,  and  bureau  reports 
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.BUSINESSES  WILL 
KEEP  INVESTING... 


..AND  JOB  GROWTH 
WILL  BUMP  ALONG. 


.HELPING  CONSUMERS 
AVOID  NEW  DEBT 


A  PERCENT  CHANGE 


▲  PERCENT  OF  DISPOSABLE  INCOME  — EST.- 


RIISIMF'^9  WFFK  '  lANIIAPY  1^    i^O?  89 


BUSINESS  WEEK/HARRIS  EXECUTIVE  POLL 


SUNNY  SIDE  UP 


Executives  are  a  pretty  sanguine 
bunch:  For  five  years  running, 
80%  of  tliem  have  expected  their 
company's  profits  to  improve,  and 
an  even  higher  proportion  have 

HIGH  HOPES 

Overall,  how  would  you  characterize  your  outlook  for  the  U.S. 
economy  in  the  next  12  months — ^W'ould  you  say  you  are  very 
optimistic,  somewhat  optimistic,  somewhat  pessimistic,  or  ver>' 
pessimistic?  ,996  ,995 

Very  optimistic  13%  8% 

Somewhat  optimistic  80%  79% 

Somewhat  pessimistic  7%  13% 

Very  pessimistic  0%  0% 

STEADY  GROWTH 

Compared  to  the  last  12  months,  do  you  think  the  rate  of 
growth  of  the  gross  domestic  product  will  go  up,  go  down,  or 
stay  the  same  over  the  next  12  months? 

1996         1995  1996  1995 

Go  up  27%. ...30%  Stay  the  same  ..55%. .45% 

Go  down  18%. ...25% 

INFLATION  WATCH 

Compared  to  the  last  12  months,  do  you  think  the  rate  of 
inflation,  based  on  the  CPl,  will  go  up,  go  down,  or  stay  the 
same  over  the  next  12  months? 

1996        1995  1996  1995 

Go  up  31%. ...12%  stay  the  same  ...63%. .73% 

Go  down  5%  ....15%  Don't  know  1%....0% 

T-BOND  TRACK 

Compared  to  where  it  is  right  now,  do  you  think  the  30-year 
Treasury'  rate  will  go  up,  go  down,  or  stay  the  same  over  the 
next  12  months? 

1996       1995  1996  1995 

Go  up  38%. ..24%  Stay  the  same  39%. 25% 

Go  down  17%. ..47%  Don't  know  6%. ..4% 

THE  JOBLESS  RATE 

Compared  to  the  last  12  months,  do  you  think  the 
unemployment  rate  w\W  go  up,  go  down,  or  stay  the  same  over 
the  next  12  months? 

1996        1995  1996  1995 

Go  up  28%. ...35%  Stay  the  same  ..53%  . .50% 

Go  down  19%  ...15% 

THE  PLEASURE  OF  YOUR  COMPANY 

And  now  some  questions  about  your  expectations  for  your 
company  over  the  next  12  months.  Please  give  your  best 
estimate.  Do  you  think  each  of  the  following  will  increase  or 
decrease  between  now  and  December,  1997? 


been  optimistic  about  the  economy. 
This  year,  managers  say  their  sales 
and  staffmg  will  expand,  as  will 
investment.  Despite  the  optimism, 
more  of  them  are  starting  to  worry 


about  the  prospect  of  rising  infla- 
tion and  interest  rates.  Even  so, 
Alan  Greenspan  remains  well  loved, 
and  President  Clinton  scores  higher 
marks  than  in  1995. 


STAY 
SAME 

....6% 
.34% 


DON'T 
KNOW 

.1% 

.0% 


INCREASE  DECREASE 

Sales  92%  1% 

Full-time  employees  48%  18% 

Investment  in 

plant  and  equipment  65%  11%  ..21%. ..3% 

Typical  prices  of  standard 

products  or  services  37%  20%. ..41%. .2% 


STAY 
SAME 

.19% 
.15% 
.29% 


DON'T 
KNOW 
.37% 

...0% 

...1% 


INCREASE  DECREASE 

Exports  40%  4%., 

Wage  and  salary  rates  84%  1%.. 

Health-care  costs  per  employee .  .55% ....  1 5% . . 
Investment  in  research 

and  development  51%  7%. ...34%  ...  8% 

PROFIT  PROGNOSIS 

Do  you  think  your  company's  profitabilitv'  will  improve,  stay  the 
same,  or  get  worse  in  1997? 

1996  1995 

Improve  81%  .78% 

Stay  the  same  13%  .13% 


1996  1995 

Get  worse  4%.... 6% 

Don't  know  2%. ...3% 


GREENSPAN  FANS 

How  would  you  rate  the  job  Alan  Greenspan  and  the  Federal 
Reserve  are  doing — excellent,  pretty  good,  only  fair,  or  poor? 

1996        1995  1996  1995 

Excellent  50%  ..40%  Poor  0%  0% 

Pretty  good  44%  ..52%  Don't  know  2%  0% 

Only  fair  4%. ...8% 

CLINTON  TODAY... 

How  do  you  rate  President  Clinton's  handling  of  the 
economy — excellent,  pretty  good,  only  fair,  or  poor? 

1996        1995  1996  1995 

Excellent  5%  ....3%   Poor  10%  ..12% 

Pretty  good  40%  ..34%   Don't  know  4%  ....1% 

Only  fair  41%  ..50% 

...AND  TOMORROW 

Do  you  think  President  Clinton,  in  his  second  term,  vvill  be 
more  favorable  to  business  than  he  was  in  his  first  term,  less 
favorable  to  business,  or  about  the  same? 

More  favorable  15%   About  the  same  59% 

Less  favorable  25%    Don't  know  1% 

FRIENDS  ON  THE  HILL? 

Do  you  tliink  tlie  new  Congress  will  be  more  favorable  to  busi- 
ness than  the  last  Congress,  less  favorable,  or  about  the  same? 

More  favorable  21%   About  the  same  74% 

Less  favorable  5% 

A  BALANCED-BUDGET  AMENDMENT 

Do  you  favor  or  oppose  a  constitutional  amendment  requiring  a 
balanced  budget?  Ai'e  you  strongly  or  sUghtly  in  favor,  or 
slightly  or  strongly  opposed? 

Strongly  in  favor  36%    Slightly  opposed  19% 

Slightly  in  favor  26%    Strongly  opposed  15% 

Don't  know/refused   4% 

EDITED  BY  KEITH  H.  HAMMONDS 

Survey  of  405  senior  executives  at  corporations  drawn  from  the 
BUSINESS  WEEK  1000.  Interviews  were  conducted  Nov.  25  to  Dec. 
13,  1996,  and  Nov.  30  to  Dec.  15,  1995,  for  business  week  by 
Louis  Harris  &  Associates  Inc. 
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INDUSTRY  OUTLOOK  1997 


BASIC 

INDUSTRIES 


LUtOS 


)2 


Inergy 


Detroit  is  poised  for  yet  another 
year  of  solid  sales.  But  is  that 
Tokyo  in  the  rearview  mirror? 


Packaged  Goods 

Makers  of  everything  from  cereals 
to  cigarettes  are  squeezing  costs  as 
sales  remain  sluggish 


98 


Metals 


>4 


The  world  still  craves  oil,  but  that 
doesn't  mean  producers  will  see 
the  profit  gusher  of  '96  repeated 


99 


Demand  is  strong,  so  why  are 
steelmakers  so  glum?  Try  low 
prices  and  lots  of  low-cost  rivals 


iviation  &  Defense  Agriculture 


•6 


With  orders  pouring  in  from 
commercial  airlines,  the  industry 
is  looking  to  fly  even  higher 


100 


Bioengineering  and  bigger 
global  demand  may  be  the  seeds 
of  income  growth  for  fanners 


BASIC  INDUSTRIES 


ATTT'OQ  Demand  for  minivans  and  sport  utilities  shoul 
iWj  1 V/0  help  Detroit  keep  on  truckin',  but  car  sales 
are  flat-and  the  Japanese  loom  large  in  the  rearview  again 


N  O 


NEGATIVES  ^-Japam 

auto  makers  will  pose  a 
stiffer  challenge,  becam 
cost-cutting  and  a  weak 
yen 

►  Used-car  prices  are  so 
ening,  often  an  omen  of 
slowdoum  in  the  new-ca 
business 


EMPLOYMENT 

MILLIONS  OF 
WORKERS 


PRODUCTIVITY 

THOUSANDS  OF 
'96  DOLLARS 
PER  EMPLOYEE 


DATA;  DRI/McGRAW-HILL 


POSITIVES  ►  Greater 
flexibility  from  the  new 
labor  contract  should 
help  carmakers  keep  costs 
down 

>■  Attractive  new  vehicles, 
especially  sport  utilities 
and  minivans,  are  on  the 
way 


Detroit  is  hoping  1997  will  be  an- 
other year  on  cmise  control,  al- 
though nervous  auto  executives 
are  keeping  a  foot  poised  over 
the  brake  pedal,  just  in  case.  The  eco- 
nomic growth,  low  interest  rates,  and 
strong  consumer  confidence  that  have 
fueled  three  years  of  solid  auto  sales 
appear  to  promise  another  good  year 
for  the  industry.  Says  one  institutional 
investor  with  large  auto-stock  holdings: 
"People  actually  still  have  some  jingle  in 
their  pockets." 

Most  industry  watchers  predict  that 
U.  S.  car  and  light  tnick  sales  w\\\  hov- 
er close  to  last  year's  15.1  milhon  units. 
Says  Ford  Motor  Co.  Chairman  Alexan- 
der J.  Ti'otman:  "It's  more  of  the  same, 
which  I  define  as  gi'eat." 
PRICE  SLICE.  But  the  optimism  is  tinged 
with  worry.  The  weakening  of  the  yen 
sliced  Detroit's  average  price  advantage 
over  Japanese  models  to  $1,000,  fi'om 
$1,400,  during  1996.  The  possibility  of  an 
economic  downturn  also  concerns  the 
auto  industry,  now  that  the  economic 
recovery  is  six  years  old.  Says  First 
Chicago  Corp.  economist  Diane  C. 
Swonk:  "After  getting  a  real  breather 
from  the  yen  for  years,  the  Big  Three 
are  seeing  everything  start  to  turn  on 
them  at  once." 

One  bad  omen:  Used-cai-  price.s — usu- 
ally a  leading  indicator  for  new-car 
sales — were  soft  most  of  the  past  year 
and  sagged  further  in  the  fall.  With 
huge  numbers  of  off-lease  autos  swelling 
used-ear  inventories,  that  weakness  will 
likely  continue  this  year,  says  Christo- 
pher- W.  Cedergren,  an  independent  auto 
consultant  in  Thousand  Oaks,  Calif.  He 
estimates  that  just  over  4  million  vehi- 
cles will  be  coming  off  lease  this  year, 
vs.  some  3.25  million  in  1996. 

The  threat  fi'om  Tokyo  looms  largest 
in  Motown 's  rearview  mirror  right  now. 


Many  Japanese  carmakers  slashed  costs 
when  the  yen  soared.  They're  enjoying 
the  fruits  of  those  efforts  now,  even  as 
the  yen  tumbles.  This  allows  them  to 
both  fatten  profit  margins  and  cut  prices 
on  some  new  models.  The  Japanese 
should  continue  to  make  small  gains  in 
market  shai-e  this  year,  reaching  23% 
of  U.  S.  light  vehicle  sales,  vs.  22.8%  in 
1996,  says  Cedergren.  By  the  end  of 
the  decade,  he  expects  the  Japanese  to 
approach  theii'  1991  peak  of  25.8%.  Says 
Chrysler  Corp.  Chairman  Robert  J. 
Eaton:  "Over  time,  I  view  them  as  our 
No.  1  competitor" 

The  flat  auto  market 
will  only  intensify  car- 
makers' battle  for  a  piece 
of  the  pie.  Says  Delaware 
car  dealer  Frank  Urso- 
marso:  "People  are  going 
to  be  stealing  from  each 
other,  trying  to  gain  in- 
roads against  their  com- 
petitors." The  Japanese 
carmakers'  higher  profits 
will  allow  them  to  slap 
on  rebates  in  any  seg- 
ment where  sales  cool. 
Detroit  would  likely  fol- 
low suit.  Already,  15%  of 
all  1997  models  cany  rebates  of  $1,000 
or  more,  says  DRi/McGraw-Hill  analyst 
Lincoln  Merr-ihew.  And  that  doesn't 
even  include  sweetened  lease  deals,  he 
adds:  "It's  going  to  be  a  buyer's  year." 

Where  the  rivalry  could  get  ugly  is 
the  stalled-out  car  market,  which  con- 
tinues to  lose  gi'ound  to  trucks,  even 
as  a  raft  of  new  cars  hits  the  market. 
Nowhere  is  the  glut  greater  than  in 
family  sedans.  General  Motors  Corp. 
alone  is  bi-inging  out  a  new  Buick  Regal 
and  Century,  Chevy  Malibu,  and  Olds- 
mobile  Intrigue  and  Cutlass,  on  top  of 
those  it  introduced  in  late  1996.  And 
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the  fii'st  of  Chrysler  Cor-p.'s  next  g 
eration  of  lh  sedans  will  arrive  n 
fall.  They're  likely  to  face  stiff  comp 
tion  ft-om  revamped  Japanese  entr 
the  Nissan  Altima  next  summer 
the  Honda  Accord  in  the  fall.  Merril 
advises  watching  for*  a  battle  royal 
the  best-selling  car  crown,  as  the  C: 
ry  intr'oduced  by  Toyota  in  fall 
challenges  the  new  Accord  and  Ic 
time  titleholder  Ford  Taurus. 
BLOOD  SPORT.  The  other  car  bat 
gr'ound  will  be  in  the  exotic  realn 
the  sports  car-.  Plymouth's  Prowler 
rod  and  Chevy's  latest  Corvette  vdll 
rive  this  spring,  al 
with  the  Porsche  Box 
roadster  and  the  si 
Mer-cedes-Benz  slk  d 
top.  They  join  the 
with  the  new  BMW 
two-seater  and  Jagu 
sexy  XKS  coupe 
convertible. 

Trucks  are  likely 
continue  fuehng 
sales  this  year.  Sp 
utility  vehicles,  pick 
and  minivans  are  fl; 
out  of  dealer  Pi  i 
Jarvis'  suburban 
Jer'sey  showi'ooms.  "This  is  tracUtioi 
not  thought  of  as  truck  country,"  Ja 
says.  Now,  though,  "it's  like  Jeep  'V 
derland  around  here." 

That's  parlly  because  the  boxy,  s 
tan  Jeep  has  been  transmuting  i' 
into  everything  from  cute  little  $1 
sters  to  testosterone-infused  Rar 
mobiles.  This  year  brings  a  macho 
Dodge  Durango  and  a  civilized,  cai 
Honda  cry  compact  sport-utility  vel 
The  CRV  is  just  one  of  a  stream  o' 
tractive  new  trucks  that  give  Japa 
auto  makers  their  best  chance  in  y 
of  breaking  Detroit's  stranglehok 
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ucrative  truck  segment.  (Detroit 
controls  86%  of  light  truck  sales, 
1  now  account  for  43%  of  all  light 
le  sales.)  Toyota's  new  Sienna  mini- 
,0  be  built  in  its  Georgetown  (Ky.) 
y  and  based  on  the  Camry  chassis, 
ebut  late  this  year.  Even  the  Ger- 
are  getting  into  the  act:  Mercedes' 
^ance  (Ala.)  plant  begins  cranking 
le  new  M-Class  "all-activity  vehi- 
arly  this  year. 

rysler  will  spend  1997  trying  to 
ze  more  output  from  its  plants  to 
adding  to  its  16%  market  share, 
ggest  challenge  may  be  to  match 
;  record  sales  and  profits.  Wall 
t  will  be  watching  to  see  if  the 
auto  maker  can  keep  cutting  paits 
ngineering  costs  without  sacrificing 
y.  Chrysler  wiW  earn  $4.1  billion  in 
up  8%,  on  sales  of  $60.7  bilhon,  a 
ncrease,  according  to  Lehman 
ers  Inc.  analyst  Joseph  Phillippi. 
it-cutting  is  key  at  Ford,  which  is 
;  employees  it  must  slash  spending 
.5  bilhon  this  year  Trotman  and 
9s  A.  Nasser,  the  new  president  of 
Automotive  Operations,  are  un- 
ressure  to  keep  the  global  Ford 
reorganization  rolUng.  "You  name 
cost  element  and  we're  pounding 
at  it,"  says  Trotman.  Without  deep 
t-slashing.  Ford  won't  be  able  to 
the  stigma  of  having  Detroit's 
profitable  auto  operations.  Leh- 
Phillippi  projects  Ford's  earnings 
imb  31%  this  year,  to  $4.9  billion, 
3S  rise  12%,  to  $164  billion. 
«  PAINS,  gm's  1997  challenge  is 
ng  its  market-share  hemorrhage, 
the  No.  1  auto  maker  has  been 
share  for  nearly  two  decades,  but 
3ar  was  downright  scary.  Several 
ly  strikes  and  the  changeover  of 
)f  its  product  hneup,  involving 
factories,  disrupted  sales  in  the 
1  half  of  1996,  when  market  share 
1  below  30%<.  GM  is  hoping  share 
abound  when  the  last  of  its  new- 
launches  is  viTapped  up  this  sum- 
m's  earnings  will  soai"  53%,  to  $6.1 
,  as  sales  jump  11%,  to  $160.6  bil- 
'hillippi  says. 

CM  to  achieve  numbers  Hke  that, 
ds  progress  on  the  labor  front, 
ew  three-year  contract  the  Big 

signed  this  fall  vdth  the  United 
Workers  will  allow  gm,  as  well  as 
and  Chrysler,  some  flexibility  to 
.  their  blue-collar  ranks  in  both 
making  and  auto-assembly  oper- 


ATTACK  OF  THE  SUPERSTORES 


Auto  dealers  had  better  get  used 
to  the  idea  of  used-car  superstores 
shaking  up  the  retail  automotive 
market.  The  first  wave  of  these 
megastores  is  nothing  compared 
with  the  aggressive  expan- 
sions planned  by  the  big 
players  in  1997. 

Armed  with  no-haggle 
prices  and  sleek,  high-tech 
showrooms,  used-car  superstores 
such  as  Circuit  City  Stores  Inc.'s 
CarMax  division  are  attracting  inter- 
est from  consumers — and  from  the 
Big  Three.  Chrysler  Corp.  even 
awarded  a  new-car  franchise  last 
year  to  a  CarMax  used-car  super- 
store in  Atlanta.  "CarMax  has  done 
some  things  very  well,  particularly 
with  computer  technology,"  says 
James  P.  Holden,  Chrysler's  head  of 
sales  and  marketing. 

Most  traditional  new-car  dealers 
also  sell  used  vehicles,  so  the  used- 
car  superstores  strike  at  the  heart  of 
dealers'  entrepreneurial  domain. 
They  complain  that  deep-pocketed 
public  companies  will  unfairly 
undercut  them.  But  consumers 
applaud  the  user-friendly  showrooms 
and  soft-sell  approach  of  CarMax 
and  others. 

Even  some  dealers  agree  that  Car- 
Max  has  sparked  a  revolution  in  the 
showroom  that  is  here  to  stay.  "Car- 
Max  has  made  everybody  sit  up  and 
take  notice,"  says  Steven  B.  Kalafer, 
a  Flemington  (N.  J.)  dealer  with  Ford, 
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USED-CAR  DEALERS 


Mazda,  and  Nissan  franchises. 

CarMax  plans  to  add  nine  used- 
car  stores  in  1997  to  the  six  that  are 
already  open.  AutoNation,  the  chain 
launched  by  Blockbuster  Videos  Inc. 
founder  H.  Wayne  Huizenga, 
expects  to  have  19  open  by 
the  end  of  1997.  AutoNation 
is  also  looking  for  new-car 
dealerships  and  recently 
struck  a  deal  with  Ford  to  smooth 
buyouts  of  existing  franchises. 
Driver's  Mart,  a  consortium  made  up 
of  21  influential  dealers,  plans  to 
build  25  used-car  emporiums  this 
year.  "Our  ultimate  goal  is  to  be  in 
the  100  biggest  markets  in  the 
U.  S.,"  says  Driver's  Mart  Chief  Exec- 
utive Thomas  Eggleston. 

In  response,  independent  dealers 
are  adding  computer  kiosks  that  let 
customers  browse  for  prices  and 
options  before  talking  to  a  sales  rep- 
resentative. Dealers  are  also  experi- 
menting with  money-back  guaran- 
tees on  used  cars  and  extended 
warranties.  And  they're  offering 
areas  where  children  can  play  while 
their  parents  shop. 

With  superstores  accelerating 
their  growth,  the  changes  are  just 
beginning.  "These  companies  have 
the  capital  and  the  processes  to  be 
very  successful,"  says  Montgomery 
Securities  analyst  Jordan  Hymowitz. 
Traditional  dealers  will  need  to  rev 
up  quickly  to  keep  pace. 

By  Bill  Vlasic  in  Detroit 


ations.  However,  GM  could  face  local  la- 
bor problems  if  it  can't  move  beyond 
the  adversarial  relations  that  sparked 
several  costly  strikes  last  year. 

GM  is  again  counting  on  overeeas  mai"- 
kets  for  continued  gi'owth.  Europe  and 
South  America  are  likely  to  remain 
steady  profit  engines.  Ford,  however, 
has  stumbled  badly  in  both  markets,  al- 
though it  insists  its  European  opera- 
tions will  get  back  in  the  black  this 


year.  All  of  the  Big  Three  are  looking, 
too,  to  Asia  for  immediate  sales  growth, 
but  cUstant  earnings.  "In  10  years,  India 
is  going  to  be  a  larger  market  than  Clii- 
na,"  predicts  Chiysler's  Eaton.  With  the 
U.  S.  market  still  healthy  but  unlikely  to 
expand  much  further,  such  promising 
intemational  oppoitunities  are  Detroit's 
best  bet  for  long-teiTn  prosperity. 

By  Kathleen  Kerwin,  with  Keith 
Naughton,  in  Detroit 


rd  is  focusing  on  cost-cutting,  GMon  market  share, 
and  Chrysler  on  trying  to  match  a  stellar  '96 
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l?\TT?T?r^V  P^^^^  growth  may  slow  to  a  trickle,  but 
IjiM  IjIVVJ  1  the  world  still  craves  oil,  and  companies 
that  can  easily  crank  up  production  of  crude  should  do  besi 
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EMPLOYMENT 

MILLIONS  OF 
WORKERS 


PRODUCTIVITY 

THOUSANDS  OF 
96  DOLLARS 
PER  EMPLOYEE 


DATA;  DRI/McGRAW-HILL 


POSITIVES  ►Cn/rfe  oil 

and  gas  prices  look  to  stay 
high — a  profit  bonus  for 
producers 

>■  Alliances  promise  lower 
operating  expenses 
>■  Asia's  booming  oil  needs 
should  boost  world 
demand  a  robust  2.4% 


NEGATIVES  >  Inform 
tixm  on  Asian  markets  i 
spotty,  making  forecasts 
difficult 

►  Shortages  of  drilling  i 
and  experienced  worker 
are  push  ing  up  costs 

►  High  energy  prices  he 
cons'umers  angry 


The  energy  industiy  won't  match 
the  blistenng  rise  in  profits  it  en- 
joyed in  1996.  The  problem  isn't 
demand.  Even  though  Asia's  ener- 
gy-hungry Tigers  should  moderate  their 
pell-mell  expansion,  worldwide  energy 
demand  will  still  rise  perhaps  2.4%,  just 
short  of  last  yeai-'s  toirid  2.7%  rise.  Sup- 
ply isn't  a  problem,  either.  Iraq's  return 
to  the  world  oil  market  should  depress 
prices  only  shghtly  by  adding  600,000 
ban-els  of  oil  a  day  to  supphes. 

Still,  oil  companies  will  barely  in- 
crease profits.  Paine  Webber  Inc.  oil  an- 
alyst Steven  A.  Pfeifer  expects  the  oil 
majors'  profits  to  rise  between  2%  and 
5%  this  year,  compared  with  an  esti- 
mated 31%)  in  1996.  One  reason  is  that 
new  petrochemical  pi'oduction  capacity 
wiU  push  down  the  prices  they  can  fetch 
for  chemicals.  Also,  refiners'  margins 
will  be  pressured  by  strong  crude 
prices.  With  the  world  still  craving  oil, 
those  companies  that  can  most  easily 
crank  up  cnide  production  should  see 
the  biggest  profits.  Pfeifer's  favorites — 
Mobil  Oil,  British  Petroleum,  Texaco, 
and  Mai-athon  Oil — are  aggressive  pro- 
ducers of  oil  and  natural  gas,  with 
strong  cost-cutting  programs.  And  they 
have  relatively  small  chemical  opera- 
tions, so  they  won't  be  hurt  as  much 
by  weakness  in  chemical  prices. 
COLD  CASH.  Natiu*al-gas  companies  will 
see  smaller  profit  gains,  too.  Prices  should 
settle  a  bit,  to  $2.25  per  1,000  cubic  feet, 
down  from  '96's  average  $2.45,  says  ana- 
lyst Carol  Coale  of  Pnjdential  Securities 
Inc.  But  demand  should  be  healthy.  She 
sees  U.  S.  natui-al-gas  production  hitting  a 
10-year  high  of  19.9  trillion  cubic  feet, 
up  1.6%,  if  winter  is  as  cold  as  usual. 
She  expects  gas  companies'  profits  to 
rise  32%,  vs.  a  quadrupling  last  year. 

With  profit  gi'owrth  slowing,  energy 
companies  are  squeezing  out  costs.  Shell 


Oil,  Star  Enteq^rise,  and  Texaco,  for  in- 
stance, may  combine  theii'  U.  S.  refining 
and  marketing  operations.  But,  says 
Piiidential  Securities  oil  analyst  Frank 
P.  Knuettel,  "on  balance,  most  of  the 
big  savings  are  over." 

That's  a  message  Wall  Street  got 
some  time  ago.  Despite  higher  profits, 
shares  of  20  major  companies  rose  just 
24%.  through  mid-December,  matching 
the  gain  of  the  Standard  &  Poor's  500- 
stock  index.  Shai'es  of  oO-equipment  and 
oil-sei-vice  companies  did  better,  rising 
an  average  44%- — because  of  gi'owing 
shortages  of  drilling  rigs  and  of  skilled 
field  workers.  Standouts  last  year  in- 
cluded Schlumberger  Ltd.  and  Baker 


Hughes  Inc.,  whose  stocks  both  i 
about  50%.. 

Investors  haven't  shaken  their  b< 
that  prices — and  profits — could  cri 
once  Iraq  starts  pumping  oil  big-ti 
Analysts  project  the  yeai'ly  average  p 
will  fall  7%,  to  $20.-50  a  Iban-el,  in  1 
Playing  it  safe,  Texaco  Inc.  appro 
drilling  projects  only  if  they  vrill  paj 
with  oil  prices  as  low  as  $15  a  barre  3 

That  same  caution  nms  up  and  d(  5 
the  oil  patch,  which  hasn't  forgotter  t 
eai'ly  1980s  hangover.  The  best  hope  1 
energy  companies  in  1997  is  that  wc 
wide  demand — fueled  by  those  Ai 
Tigers — will  continue  to  surge. 

By  Gary  McWilliams  in  Hou. 


LOOKING  FOR  FAST  PAYOFFS 


It's  the  hottest  game  in  the  energy 
business:  to  invest  wisely  by  calculat 
ing  which  projects  boost  shareholder 
value  and  which  don't.  Sounds  obvi- 
ous. But  in  the  past,  energy  compa- 
nies often  focused  on  maxi- 
mizing profits  without 
taking  full  account  of  the 
cost  of  the  assets  needed  to 
produce  those  profits. 

Few  have  made  better  use  of  the 
benchmark  known  as  "economic  value 
added"  (EVA)  than  Phillips  Petroleum 
Co.  The  Bartlesville  (Okla.)  company 
has  boosted  EVA — that  is,  net  aftertax 
profit  less  the  cost  of  capital — by  53% 
since  1993.  Its  28%  total  return  to 
stockholders  last  year  was  third  among 
the  14  largest  oil  companies,  after 
British  Petroleum  Co.  and  Texaco  Inc. 


FOCUS 

PHILLIPS 
PETROLEUM 


One  way  Chief  Executive  Wayne 
Allen  increases  value  is  to  favor 
"payoff  projects"  that  produce  fresh 
revenue  and  profit,  while  casting  a 
skeptical  eye  on  investments  to 

spruce  up  existing  opera-  ; 
tions.  In  1996,  77%  of  ; 
Phillips'  capital  went  into  j 
payoff  projects,  up  from 
44%  in  1995.  They  include 
chemical  production  in  China  and 
natural  gas  production  from  the 
North  Sea. 

Focusmg  too  much  on  EVA  can 
cause  companies  to  withhold  money 
from  long-term  projects.  So  this  year 
Allen  is  giving  exploration  teams 
three-year  financing  commitments,  S 
projects  aren't  turned  on  and  off  as 
oil  or  gas  prices  shift. 
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SOME  simill  PACPCAGE  carriers  prefer 
10%  of  XHEIR  customers. 


prefers  them  ALL, 


y  customer  counts. 

10,000  packages 
;  every  RPS 
<mer  gets  every 
service. 


ract  drivers 
really  help. 

contractors 
3rd -working 
isionais  just  like 
bur  satisfaction 
r  business. 


» who  knows 
business. 

IS  first  l-ielps 
/ou  money 
niines  your  shipping 
i.tion.  Stiows  you 
'  ways  to  serve 
:ustomers.  Sees 
lore  tfian  tw/ice 


Answers  when  you 
want  them. 

Immediate  answers 
from  friendly  people. 

Get  delivery  date 
and  name  for  every 
package  delivered  — 
by  pfione,  fax,  mail 
or  EDI  Free. 


And  you'll  prefer. 

Responsive  customer 
service.  24-hour  package 
tracing  hotline.  Saving 
time  on  your  loading  dock. 

Billing  options. 
Price  incentives. 
And  more. 


If  your  carrier  doesn't  give  vou  service  like  this, 
call  1-800-ROADPAIC  (762-3725)  for  the  preferred  treatment  you  deserve. 


mim. 

B  A  Caliber  Sf^i'm  Com;i3ny  i 


Delivering  more  than  your  package; 


www.shiprps.com 
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AVIATION  &  DEFENSE  t'^l^t* 

even  higher,  with  earnings  hkely  to  surpass  the  records  set 
in  '96.  The  only  sore  spot:  Belt-tightening  at  the  Pentagon 
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■96  DOLLARS 
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POSITIVES  >- Commer- 
cial orders  are  running  at 
full  throttle,  and  employ- 
ment is  leveling  off 

►  Profits  are  strong 

►  The  industry  will  benefit 
from  the  boom  in  satellites 
for  communications  and 
entertainment 


NEGATIVES  >  Budge 
cutting  could  squeeze 
defense  procuremeni 

►  Government  airwave 
auctions  could  drive  u% 
costs  of  satellite  project 

►  The  easy  cost-cutting 
from  consolidation  is 
largely  over 


The  aviation  business  is  soaring  as 
sales  of  commercial  aii'craft  contin- 
ue to  climb.  Earnings  in  1996  rose 
65%,  to  a  I'ecord  $7.6  billion,  ac- 
cording to  preliminary  data  from  the 
Aerospace  Industries  Assn.  (AIA).  Profit 
margins  in  1996  will  be  the  highest  in 
thi-ee  decades.  And  industry  employment 
may  finally  bottom  out  at  about  700,000, 
as  years  of  downsizing  come  to  a  close. 

Credit  a  wave  of  new  equipment  pm-- 
chases  by  au'lines  that  ai'e  finally  back  in 
the  black.  Revenues  for  au'craft  makers 
rose  6%  in  1996,  to  $112  billion,  and  1997 
might  be  even  better  for  this  cyclical 
business.  The  aia  expects  civilian  sales  to 
fuel  an  additional  11%  revenue  rise  in 
1997,  to  $125  billion.  With  high  produc- 
tion rates,  profits  could  jump  even  faster, 
says  Menill  Lynch  &  Co.  analyst  Byi'on 
K.  Callan.  Cost-cutting  will  help,  too: 
Boeing  Co.  says  it  can  wring  $1  billion  in 
annual  costs  out  of  its  planned  combina- 
tion with  McDonnell  Douglas  Coip. 
DEFENSE  DRAG.  Militaiy  progi'ams  may 
be  the  only  drag  on  the  booming  indus- 
try. Daniel  M.  TeDep,  r-etiring  chair-man  of 
industry  leviathan  Lockheed  Martin 
Corp.,  pr'edicts  defense  revenues  will  be 
"flat  at  best."  With  the  drive  to  balance 
the  feder-al  budget,  Northr-op  Gr-umman 
Cor]3.'s  ?,-2  and  other-  aircraft  may  come 
under  fire.  Ther-e's  not  enough  money  to 
fund  all  the  fighter-  [jr-ogr-ams  that  the 
Defense  Dept.  is  gear-ing  up  for:  Lock- 
heed Martin's  F-22,  McDonnell  Douglas' 
new  F/A-18S,  and  the  $200  biUion  Joint 
Sti-ike  Fighter  project,  which  Lockheed 
and  Boeing  are  competing  to  build. 
"We're  facing  a  cr-isis,"  says  Repr-esenta- 
tive  Curt  Weldon  (R-Pa.),  chair-man  of  a 
House  national  security  subcommittee. 

The  saving  gr-ace  for  aerospace  will 
be  the  commer-cial  side,  including  the 


thriving  satellite-based  entertainment 
and  communications  business.  Salomon 
Brother-s  Inc.  estimates  that  1997  air-- 
cr-aft  dehver-ies  will  chmb  52%,  and  the 
AIA  says  hehcopter-  dehver-ies  will  jump 
31%.  Led  by  Boeing,  which  is  doubhng 
production,  sales  will  zoom  fi-om  $27.7 
bilhon  to  $40.6  billion.  And  even  though 
Boeing  is  spending  heavily  on  develo]> 
ment  of  a  new  747,  profits  could  rise, 
too.  Indeed,  the  prosper-ity  could  cr-eate 
headaches  if  suppliers  can't  r-amp  up  fast 
enough.  "Shortages  wUl  begin  to  become 
an  issue,"  frets  bt  Secur-ities  analyst 
Wolfgang  H.  Demisch. 


Industry  consolidation  will  conti: 
Lockheed  Mar-tin  has  shown  the  b(  ^ 
fits  of  bulking  up,  winning  se 
straight  bids  since  it  bought  L 
Corp.  in  1996.  In  the  wake  of  the  g 
Boeing/McDonnell  merger,  smaller  p 
er-s  such  as  Raytheon  Co.  and  the 
fense  unit  of  gm  Hughes  Electro: 
may  seek  partnerships  with  fellow 
fense  contractor-s  to  cut  costs  and 
pr-ove  productivity.  So,  even  the 
fense  downturn  won't  take  the  lui 
off  another  boffo  profits  per-formani 

By  Stan  Crock  in  Washington,  ?| 
Andy  Reinlmrdt  in  San  Francisco 


'EUROPE  CAN'T  DELAY  ANY  LONGER' 


Europe's  defense  industry  has 
remained  immune  to  the  merger 
fever  sweeping  the  U.S.  defense 
industry.  But  1997  will  bring  the  first 
steps  toward  consolidation,  starting 
in  France.  "Europe  can't 
delay  any  longer.  The  era  of 
state-run  defense  compa- 
nies is  over,"  says  Heinz 
Schulte,  a  Bonn-based 
defense  consultant. 

Politics  has  stalled  mergers  in 
Europe.  Defense  contractors  have  felt 
little  pressure  to  merge  to  improve 
efficiency,  either  because  they  are 
state-owned  or  because  government 
supporters  have  kept  business  com- 
ing their  way.  And  national  pride  has 
gotten  in  the  way  of  cross-border 
mergers.  To  date,  only  Britain  has 


TREND 

CONSOLIDATION 
IN  EUROPE 


extensively  reformed  its  defense 
industry. 

Privatization  of  France's  defense 
companies  could  break  the  logjam. 
State-owned  Aerospatiale  is  expected; 
to  be  sold  this  year  to  Das- 
sault Aviation.  And  France 
has  vowed  to  complete  the 
stalled  privatization  of 
Thomson,  the  state-owned 
defense-electronics  giant,  by  spring. 

The  pressure  on  Europe  to  act 
could  increase  if  U.S.  mergers  boost  i 
the  revenues  of  its  defense  giants 
beyond  the  $50  billion  mark.  For 
instance,  Schulte  says,  Britain's  Gen- 
eral Electric  Co.  (GEO  and  British 
Aerospace  PLC  could  be  forced  into  aj 
hasty  marriage.  I 
By  Gail  Edmondson  in  Park 
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T  H  E    D  R  E  A  D  E  D 

"TO -DO"  LIST. 


THE  EVERYDAY 

CONQUEROR. 


PATRICIA  BOUCHII.LON, 
JIMMY  OWNER 

Competitive  equestrienne.  Makes  own  jewelry. 
Into  biking,  skiing  and  working  out. 
Pursuing  Master's  in  Clinical  Psychology. 
Husband:  Mark.  Cat:  Derby. 
Horse:  Parable. 


JIMMY  SLT 

Cargo  space  accommodates  all  riding  gear. 
Luxury  and  style  for  formal  occasions. 
Bikes  fit  easily  in  back  or  on  available  rack. 
Available  shift-on-the-fly  four-wheel  drive 
helps  ensure  perfect  attendance  at  classes. 


J  I  MMY 


COMFORTABLY 
IN  COMMAND 


FOK  MOKE  INFORMATION  CAIT.  TOLL-FRFF.  1 -888-07- J  I  M  M  Y  OK  VFSIT  OUR  VVFHSITE  AF  }V  IVU' .  fimc  .  COin  I  jlltt  lU  y 
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PACKAGED  GOODS 

products,  promotions-and  prices.  But  what  they  really  nee( 
is  some  revenue  growth 
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INCLUDES  FOOD,  TOBACCO  PRODUCTS,  SOAP  &  CLEANING  PREPARATIONS,  &  TOILETRIES 
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POSITIVES  >- Customers 
will  pay  less  and  get  more 
>■  Producers  will  save 
money  by  concentrating  on 
successful  core  products 
►  There  will  be  fewer 
coupons  and  unwanted 
promotions  deluging  dis- 
tracted consumers 


NEGATIVES  ^Withs 

flat,  competition  will  n 
margins  razor-thin 
>-More  layoffs  are  likel 
►  Less  money  will  be  a 
able  for  development  oj 
products 
>-Big  Tobacco  faces  big 
legal  troubles 


For  years,  discount  coupons  have 
fattened  Sunday  newspapers  and 
clogged  mailboxes.  But  since  only 
a  tiny  fi-action  of  coupons  are  re- 
deemed, the  companies  that  make  pack- 
aged goods  such  as  cigarettes,  toiletries, 
and  prepared  foods  began  wondering  if 
they  were  worth  the  trouble.  So  in  1996, 
Procter  &  Gamble  Co.  sought  an  an- 
swer In  a  Rochester  (N.  Y.)  test,  it  sim- 
ply stopped  offering  coupons. 

The  test  is  still  going  on,  and  secre- 
tive p&o  isn't  talking  about  it.  But  even 
a  test  of  dumping  coupons  is  a  sign  of 
the  changes  sweeping  the  packaged- 
goods  industiy.  With  revenue  slowing, 
the  pressure  is  on  to  cut  marketing 
costs,  reduce  product  lines,  shrink  in- 
ventories, and  pinpoint  hot-selling 
items — often  with  the  help  of  computers. 
SMOKE  ALERT.  The  efficiency  drive  is 
paying  off.  Packaged-goods  makers 
should  manage  to  increase  profits  10% 
in  '97  even  with  flat  revenues,  says  John 
McMillan,  an  analyst  at  Piaidential-Bache 
Seciuities  Inc.  Overseas  sales  will  likely 
be  the  only  soui'ce  of  revenue  growth. 

Tobacco  is  likely  to  outperform  the 
rest  of  the  packaged-goods  industry,  with 
operating-profit  increases  in  the  high 
teens.  Even  so,  all  is  not  well  with  Big 
Tobacco.  Watch  for  more  serious  talk 
about  a  negotiated  settlement,  mandated 
by  Congress,  to  lawsuits  brought  by 
more  than  17  states  seeking  to  recover 
health-cai'e  costs  from  tobacco-related  ill- 
ness. The  fii-st  trial  could  begin  in  March. 
Richard  Scmggs,  a  plaintiffs'  lawyer,  says 
the  industry  will  be  forced  to  settle  be- 
cause "if  they  lose  just  one  of  these  cas- 
es, they'll  have  to  declare  bankiniptcy." 

For  the  fu'st  time  in  years,  packaged- 
goods  makei-s  are  routinely  cutting  prices 
instead  of  raising  them.  One  example  is 


Kellogg  Co.  Following  Post's  lead,  the 
Battle  Creek  (Mich.)  company  has  made 
a  ft'ontal  assault  on  promotion  and  pro- 
duction costs.  Last  summer,  Kellogg  cut 
prices  on  two-thirds  of  its  cereal  brands 
by  an  average  of  19%.  The  other  cei-eals 
were  ah'eady  "value-priced,"  says  spokes- 
man Anthony  Hebron. 

Simplification  isn't  being  pursued 
everywhere.  Many  manufacturers  are 
still  hooked  on  spin-offs  and  line  exten- 
sions. "Retailers  seem  skeptical  and 
somewhat  hiitated  about  the  heavy  flow 
of  new  products  coming  out,"  says  Hol- 
ly Becker,  a  Smith  Barney  Inc.  analyst. 


Of  course,  even  simplification  ca 
complicated.  In  salad  dressing,  "I 
you  had  were  Italian  and  French  in 
sizes,  the  category  would  be  20%  si 
er  and  consumer's  would  be  dissatisl 
says  John  D.  Bowlin,  president  of  I 
Foods  International  Inc. 

In  general,  though,  the  trend 
ward  simplifying  product  lines,  cul 
prices,  and  using  computers  to  ta 
discounts  for  the  most  impact.  The 
mary  beneficiaries  of  the  big  squ 
will  be  ordinary  customers. 

By  Peter  Gahiszka  in  Cleveland, 
Greg  Burns  in  Chicago 


is 


BIG  GROCER  IS  WATCHING  YOU 


Connie  Panluch  taps  on  a  comput 
er  keyboard  as  grocery  shoppers 
pass  her  office.  "She  likes  Purina 
Dog  Chow,"  says  Panluch  after 
examining  one  shopper's  six-week 
purchase  record  at  a  new 
Rini-Rego  supermarket  in 
the  Cleveland  suburb  of 
Strongsville.  Panluch,  head 
of  customer  service,  taps  a 
few  more  buttons  to  mail  the  cus- 
tomer discount  coupons — for  more 
Purina  Dog  Chow. 

At  this  Rini-Rego  and  thousands  of 
other  supermarkets,  customers  get 
discounts  to  use  magnetic-stripe  ID 
cards  each  time  they  shop,  so  the 
stores  know  who  buys  what.  Food 
companies  such  as  Procter  &  Gamble 
and  ConAgra's  Hunt-Wesson  Cos.  also 


find  out  who's  buying  their  products. 
Hunt-Wesson  marketers  pore  overthi 
data  to  learn  market  demographics 
and  see  which  promotions  succeed  f 
its  products,  ranging  from  spaghetti 
sauces  to  Orville  Reden- 
TREND         bacher  popcorn.  "It  definite 

  ly  gives  us  some  good  infor 

CUSTOMER  RESEARCH   mation,"  says  spokeswoma 
Kay  Carpenter. 
Back  in  Strongsville,  the  Rini-Rej 
store  needs  all  the  help  it  can  get 
from  the  cards.  It  is  battling  a  Fina; 
store  across  the  highway  for  domi- 
nance, "if  someone  shops  at  your 
store  for  six  weeks  straight,  and  the 
goes  across  the  street,  you  need  to 
know  why,"  says  store  manager  Tom 
Spitalieri.  Finast  wants  to  know,  too 
and  it  has  its  own  card  system. 
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/rrirp  A  T  Q  while  U.S.  plants  hum,  executives  grumble. 
llJ IijJjO  Imports  are  pouring  into  an  already 
ercrowded  market,  dragging  down  prices  and  profits 
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POSITIVES  Steel 
demand  in  the  U.S.  should 
remain  strong  after  five 
years  of  steady  growth 
P-A  glut  of  Russian  alu- 
minum has  been  absorbed 
by  the  global  market 
►  Margins  on  engineered 
steel  are  still  good 


NEGATIVES  ►  With 
growth  slow  in  their  home 
markets,  European  steel- 
makers will  continue  to 
unload  cheap  steel  in  the 
United  States 
>-New  minim  ills  will  con- 
tribute to  a  glut  of  sheet- 
steel  capacity 


Vith  domestic  shipments  rising 
nearly  3%,  to  100  million  tons, 
U.S.  steel  mills  ran  flat  out  for 
the  fourth  year  in  a  row  in 
This  year  should  be  str-ong,  too.  So 
the  glum  faces?  Lo'w  prices.  Low- 
producers,  both  domestic  and  for- 
are  grabbing  big  pieces  of  the  rich 
rican  market  for  conventional  steel, 
ell  as  stainless  steel  and  aluminum, 
urging  imports  and  a  strengthening 
ir  spell  continued  low  prices  and 
ings.  "We  like  to  make  a  few  bucks 
he  stuff  we  sell,"  giumbles  Paul  J. 
lelm,  president  of  the  U.  S.  Steel 
ip  of  USX  Corp.,  the  country's  lead- 
steel  producer.  The  seven  largest 
1  companies  saw  operating  profits 
crom  $43  per  ton  in  1995  to  $25  in 
.  And  Michael  F.  Gambardella,  steel 
^st  for  J.  P.  Morgan  &.  Co.,  expects 
1  to  slip  to  $23  a  ton  this  year. 
iGGERING."  The  crowding  is  getting 
56.  This  year,  4  million  tons  of  new 
mill  capacity  should  come  onstream. 
iing  the  charge  are  Nucor  Corp., 
!  its  mammoth  new  mill  near 
rleston,  S.  C,  and  ltv  Corp.,  which 
sets  to  start  melting  scrap  steel  at 
Decatur  (Ala.)  joint  venture  with 
ish  Steel  and  Sumitomo  Metal  In- 
ries  in  the  fii-st  quartei'.  Joining  the 
s  are  a  host  of  foreign  producers 
1  Brazil  to  Russia.  Imports  rose  to 
It  28  million  tons  in  1996,  up  40% 
1  three  years  earlier  "The  monthly 
ibers  are  pretty  staggering,"  says 
mean  Iron  &  Steel  Institute  Presi- 
^  Andrew  G.  Sharkey  III.  Unless 
opean  steel  demand  picks  up 
ply,  look  for  more  imports  in  1997 — 
for  U.  S.  steelmakers  to  file  trade 
s  against  foreigners, 
he  hkely  glut  in  sheet  steel  is  fore- 
companies  to  dredge  for  markets 
where,  ak  Steel  plans  to  produce 


only  high-priced  steel  and  drop  out  of 
the  commodity  flat-rolled  market  alto- 
gether (box).  Bethlehem  Steel  Corp.  is 
ceding  other  products  to  the  minis,  in- 
cluding stinctural  steels  and  rails. 

With  new  technology,  though,  low- 
cost  producers  can  follow  Big  Steel  just 
about  anywhere.  Look  for  boards  of  di- 
rectors, fed  up  with  lackluster  nimibers, 
to  start  pushing  for  management 
changes.  Top  execs  at  National  Steel, 
Bethlehem,  and  specialty  steelmaker 
Ai'mco  are  on  the  hot  seat. 

While  steel  prices  rose  slightly  last 
year,  aluminum  and  stainless  steel  took 
a  beating.  Stainless  suffered  from  a 
price  collapse  in  Europe,  which  pro- 


How  rough  is  America's  steel  mar- 
ket? Rough  enough  for  the  industry's 
most  profitable  company,  AK  Steel 
Corp.,  to  seek  refuge  using  a  service- 
economy  strategy. 

By  cutting  costs,  Chair- 
man Thomas  C.  Graham, 
turned  AK  Steel  from  a  long- 
time laggard  into  a  super- 
star. AK,  a  onetime  joint  ven- 
ture of  Armco  Inc.  and  Japan's 
Kawasaki  Steel  Corp.  that  went  public 
in  1994,  registered  operating  profits  of 
$70  per  ton  in  1996,  nearly  six  times 
the  industry  average. 

But  with  minimills  invading  the 
market  for  commodity  grades  of  flat- 
roiled  steel,  AK  is  turning  to  more  prof- 
itable specialty  products.  This  year,  it 
will  begin  building  a  $1.1  billion  mill 


duced  a  flood  of  cheap  imports.  Alu- 
minum prices  fell  35%  in  1996  before 
mounting  a  late  recovery.  If  they  keep 
rising  in  the  coming  year,  as  expected, 
watch  for  Western  aluminum  companies 
to  restart  shuttered  smelters — which 
could  cause  prices  to  slide  yet  again. 

The  solution  to  price  wars?  Push  met- 
als into  engineered  products  and  mate- 
rials, where  margins  are  higher  Alu- 
minum Co.  of  America,  for  example,  is 
making  aluminum  castings  for  Chrysler 
Corp.'s  Prowler,  due  this  spring.  Such 
projects  spell  relief  fi'om  crushing  com- 
modity markets — the  relief  metals  com- 
panies will  probably  hanker  for  in  1997. 
By  Stephen  Baker  in  Pittsburgh 


in  Rockport,  Ind.  The  idea  is  to  double 
or  triple  the  value  of  its  steel  coils  by 
rolling  them  to  exact  gauges  and  coat- 
ing them  with  the  alloys  car  companies 
demand.  The  mill  will  let  AK  cash  in  on 
the  very  steel  glut  it's  running 
away  from:  It  plans  to  buy 
cheap  coils  on  the  spot  mar- 
ket— sows'  ears,  as  it  were — 
and  turn  them  into  the  silki- 
est grades  of  steel  for  Detroit. 

Problems?  First,  there's  $900  million 
of  added  debt.  Also,  by  planting  the 
new  mill  in  Indiana,  the  Middletown 
(Ohio)  company  has  outraged  its 
hometown  union.  Finally,  if  other  steel 
companies  follow  AK  into  processing, 
the  only  winner  from  steel's  mega- 
investment  will  be  Detroit.  It  wouldn't 
be  the  first  time. 


CASHING  IN  ON  THE  GLUT 


FOCUS 

AK  STEEL 
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AGRICULTURE 


The  nation's  farmers  are 
looking  forward  to  a  repeat  o 
last  year's  near-record  income.  And  new  bioengineered  seec 
could  change  how  farmers  do  business 
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POSITIVES  ►i?o6MS< 

global  demand  will  sup- 
port higher  prices  for  farm, 
commodities 
>■  Rising  incomes  in  East 
Asia  hold  special  promise 
^Souped-up  seed  hybrids 
and  other  new  technologies 
are  boosting  yields 


NEGATIVES  ►.S'«/»f)/i 

of  grain  and  oilseeds  ar 
more  abundant  than  a 
year  ago,  which  will 
restrain  price  rallies 
>-A  European  backlash 
against  genetically  eng. 
neered  farm  products 
could  spread 


For  farmer  Michael  J.  Kenyon  of 
South  Elgin,  III,  everything  could 
have  gone  wrong  last  year — but 
didn't.  A  cold,  wet  spring  delayed 
planting  six  weeks.  But  with  fine  weath- 
er to  follow,  even  com  sowri  m  Jiuie  pro- 
duced a  decent  yield  by  November  "We 
were  pretty  lucky,"  Kenyon  says. 

The  same  goes  for  many  Midwest 
crop  farmers.  Commodity  prices  were 
steep  for  the  first  half  of  the  year.  Ex- 
port demand  remained  faii'ly  robust,  and 
corn,  soybean,  and  spring-wheat  crops 
came  in  better  than  expected.  Farmers 
also  profited  fi-om  a  $9  billion  payment 
from  Uncle  Sam,  the  fii'st  installment 
of  a  generous  seven-year  program  to 
wean  farmers  off  price  supports.  Even 
livestock  producers,  hurt  by  feed  short- 
ages this  spring,  enjoyed  shaiply  higher 
hog  and  cattle  prices  later  in  the  year. 
The  Agi'iculture  Dept.  estimates  that 
cash  income  for  U.  S.  farmers  soared  to 
a  near  record  of  $58  bilhon  in  '96,  up 
from  $49  billion  the  previous  year. 
BAD  SEED?  Farm  income  coukl  be  just 
as  high  in  1997,  and  it's  getting  off  to  a 
strong  stait.  Demand  continues  to  gi'ow, 
especially  as  rising  incomes  in  Asia  in- 
crease the  appetite  for  U.S.  beef  and 
produce.  That  should  keep  farm  com- 
modity prices  high.  Fairly  tight  global 
gi-ain  supplies  will  support  higher  prices, 
too.  "It  should  be  another  good  year  for 
farmers,"  predicts  analyst  David  C.  Nel- 
son of  NatWest  Securities  Corp. 

Fanners  can  afford  to  invest  in  tech- 
nology, and  they're  loading  up  on  new, 
genetically  engineered  hybrid  seed.  Last 
year,  for  the  first  time,  they  planted 
commercial-scale  quantities  of  soybeans 
that  tolerate  the  common  herbicide 
Roundup,  and  cotton  resistant  to  in- 
sects. In  1997,  farmers  will  be  plant- 


ing a  new  variety  of  bioengineered  com 
that  resists  borers — the  bane  of  Ameri- 
ca's top  cash  crop.  Farmers  and  ana- 
lysts beheve  the  new  seed  will  reduce 
pesticide  costs  and  increase  yields. 

Not  eveiyone  supports  the  gene  rev- 
olution. The  new  seeds  are  so  geneti- 
cally similar  that  resulting  crops  may 
not  adapt  to  envir'omTiental  changes.  Re- 
searchers worry  that  as  more  U.S. 
faiTners  plant  the  high-tech  seeds,  crops 
could  become  increasingly  vulnerable  to 
an  epidemic.  And  enwonmental  activists 
in  the  European  Union  are  opposing 
gene-altered  imports  fi'om  the  U.  S. 


Trade  competition  is  heating  up 
EU,  also  enjoying  a  better-than-expe 
grain  crop,  started  subsidizing  wl 
exports  again  this  past  fall — the 
pi-actice  that  sparked  a  trade  war 
the  U.S.  a  decade  ago.  But  and 
prickly  trade  issue,  gi-ain  embargoe 
effectively  moot.  Agi'iculture  Secre 
Daniel  R.  Glickman  says  the  gov 
ment  learned  its  lesson  after  the 
embargo  damaged  the  country's  rep 
tion  and  market  share.  That's  ano 
break  for  fanners  who,  for  now, 
little  to  wony  about. 

By  Oreg  Bums  in  Chi 


ON  TOP  OF  THE  WEATHER 


As  a  meteorologist  for  the  futures 
division  of  Smith  Barney  Inc.,  Jon  B. 
Davis  predicts  which  way  the  wind 
might  blow  the  commodi- 
ty markets. 

When  the  ocean  off 
South  America  warms 
up,  the  U.  S.  usually 
warms  up.  And  when  the 
waters  get  cold,  Arctic 
air  is  likelier  to  seep 
down  into  the  States. 
Davis  plugs  data  on 
water  temperatures  into 
models  of  past  weather 
trends.  And  he  monitors 
the  daily  movement  of 
cold  air  over  Siberia  and 
other  points  north,  try- 
ing to  judge  whether  an 


PROFILE 


SMITH  BARNEY'S 
JON  DAVIS 


icy  front  will  strike  south.  "Ten  diffe 
ent  meteorologists  with  the  same 
data  can  come  up  with  10  different 
forecasts,"  he  says. 

Davis,  34,  pegged  las 
year's  cold  winter  in  the 
Northeast.  He  forecasts 
that  early  1997  will  be 
near  normal  across  the 
U.  S.  This  winter  should 
be  average  to  slightly 
cool,  with  precipitation 
about  normal,  though  tl 
Pacific  Northwest  will 
drenched.  That  means 
Midwest  farmers  can  lo 
forward  to  planting  in 
soil  ideal  for  germina- 
tion— at  least  until  fur 
ther  notice  from  Davis. 
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This  Wallet  May  Not  Exist  Yet, 
But  The  Microprocessor  For  It  Does 


To  see  the  future  of  personal  access  to  information,  communication  and  entertain- 
ment, just  check  your  hip  pocket.  Or  look  on  your  wrist.  Or  in  your  glasses. 

Because  that's  where  the  electronics  revolution  is  headed.  Otf  the  desktop  and  out 
into  the  worlci  at  large. 

It's  a  journey  that  requires  an  entirely  new  microprocessor  technology.  One  that  does 
far  more  with  tar  less  in  terms  of  power  consumption,  space  reL]uirements  and  cost. 

Enter  the  Hitachi  SuperH™  Series,  a  revolutionary  RISC-based  microprocessor  that 
packs  maximum  functionality  into  minimum  space.  All  while  providing  the  low  power 
and  optimal  price:performance  required  by  portable,  handheld  products. 

Not  surprisingly,  the  SH  leads  the  world  in  RISC  processor  shipments.  Just  one  more 
example  ot  Hitachi's  commitment  to  research  &  development,  an  effort  that's  world- 
wide in  scope.  All  part  of  our  vision  to  make  technology  that  fits  the  way  you  live. 
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I.  FROM   IHh  PhKIN  I  ILLINOIS)  SCHOOL  DISIRICT  with  IfLIE  S  P  R  E  C  K  H  L  M  H  V  K  R  FROM  ARAMARK. 


WHY  DID  ARAMARK 

COME    UP    WITH    A    PLAN    TO    HELP    SCHOOL  CHILDREN 

CROSS  THE  ROAD?f 


^'Because  quite  frankly,  they  needed  to  i;c?  to  the  other  side.  Of  eourse,  we  never  told  lulie  and  her  team  from  ARAM/ 
to  ^et  in  the  ero<<insi  i^'i/iin/  hiisinea.  We  didn't  have  to.  They  saw  that  the  eity  liandiii;^  us  the  responsihility  would  eau 
budgetary  problem.  And  they  saw  a  way  to  step  up  for  us.  It  reminded  me  how  si;^nifieaiit  this  partnership  has  been  and 
eoiitinue  to  be.  On  paper,  it  looks  like  they  just  added  the  erossing  guard  duties  to  their  eafeteria,  playground 
eustodial  work.  But  it's  bigger  than  that.  They  took  on  a  problem.  And  that  has  allowed  us  to  foeus  our  resourees  on  i 
we  do  best:  ediieation."  (iny  i'.ahill.  Pekin  Sehool  l'>istriet.  At  .\RAM.\RK.  we  do  a  lot  of  things  for  a  lot  of  partners.  But  i 
it  all  really  eoines  down  to  is  solving  problems.  Taemg  them.  Digging  into  them.  And  ultimately,  eoining  up  with  a  solu 
to  make  them  go  away.  Ciuy,  of  eourse,  loves  doing  the  math:  "The  crossing  guard  program  would've  put 
sehool  district  over  budget.  ARAMARK  got  it  done,  by  my  calculations,  at  a  38"o  savings."  ^^^/^f^^^\^jl/^\ 
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INDUSTRY  OUTLOOK  1997 


HIGH 

[ECHNOLOGY 


oftware 


Telecommunications 
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From  mighty  Microsoft  to 
the  smallest  startup,  they're 
staking  out  turf  on  the  Net 
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Hang  on  to  your  handsets: 
Deregulation  is  turning  this 
industry  topsy-turvy 


omputers  &  Chips    Drugs  &  Biotech 


06 


New  PCs  are  on  the  horizon, 
while  the  chip  industry  looks 
pretty  chipper 


110 


Pharmaceuticals  won't  see  the 
same  stellar  gains,  hut  this 
year  could  be  better  for  biotech 
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HIGH  TECHNOLOGY 


SOFTWARE 


Battle  stations!  This  industry  is  up 
for  grabs  as  never  before,  with  Web| 
mania  fueling  the  ceaseless  demand  for  new  programs 
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POSITIVES  ►  Sun's  Java 
development  language  will 
spaum  numerous  new 
applications 
►  Programs  that  used  to 
run  on  large  computers 
will  move  to  client-server 
systems,  creating  demand 
for  new  software 


NEGATIVES  ►Pnce 

pressure  in  mainframe 
software  will  continue 
drag  down  profits 
►  Waning  enthusiasm j 
the  C++  programming 
language  will  hurt 
companies  that  based  t 
businesses  on  it 


Software  was  once  an  orderly  af- 
fair in  which  a  few  players  called 
most  of  the  shots.  The  industiy 
had  almost  gotten  used  to  letting 
Microsoft  Corp.  set  the  agenda  in  per- 
sonal computing.  But  as  the  Internet 
ballooned  into  a  $1  billion  software  busi- 
ness in  1996,  huge  new  territories  came 
up  for  gi-abs.  Microsoft  enters  the  new 
year  in  a  strong  position  to  reassert 
control.  But  it  will  have  to  fight  off 
Netscape,  IBM,  Oracle,  and  dozens  of 
startups  that  are  desperately  staking 
out  tmf  on  the  Net.  "Eveiyone  is  racing 
to  find  market  space  and  get  estab- 
lished," says  David  Readerman,  soft- 
ware analyst  at  Montgomery  Securities 
in  San  Francisco. 

In  the  booming  Internet 
Netscape  Communications 
Coip.  and  Microsoft  will 
extend  their  battle  to 
electronic  mail  and  collab- 
oration software.  In  the 
enterprise-management 
sector,  hundreds  of  cus- 
tomers wall  revamp  their 
netwoi'ks  of  "servei-s"  and 
Pc:  "clients"  to  make  use 
of  standard  Inteniet  soft- 
ware. This  will  bring 
li'esh  riches  to  established 
companies,  such  as  Com- 
l^uter  Associates  Interna- 
tional, Oracle,  and  Ger- 
many's SAP — as  well  as  to  some  lucky 
Web  startups.  Overall,  predicts  Interna- 
tional Data  Coi-jj.,  the  global  software 
market  vdll  again  defy  gi'avity,  gi'owing 
13%,  to  $121.4  billion.' 

The  Inteniet,  which  provides  much  of 
that  buoyancy,  will  be  a  fertile  spawning 
ground  for  new  software  ideas.  There 
vrill  be  progr-ams  to  opei-ate  online  stores, 
track  advertising,  and  "broadcast"  infor- 
mation to  other  PCs  over  the  Web.  Com- 
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mercial  applications  will  blossom  for  the 
Java  progi-amming  language  (box).  Yan- 
kee Group  Inc.  figures  companies  spent 
half  a  billion  dollars  on  software  tools  to 
develop  Internet  applications  in  1996  and 
an  additional  $400  million  on  software 
for  "intranets" — coiporate  networks  that 
run  on  the  same  kind  of  software.  In 
1997,  "extranets"  will  join  the  mix,  as 
companies  pull  customers  and  suppliers 
onto  their  private  networks.  All  com- 
bined, Internet  softwai'e  sales  will  triple, 
to  $8  billion,  predicts  Yankee  Group  an- 
alyst Brian  Muiphy. 

Web  browsers  will  be  the  most  con- 
tentious part  of  the  Internet  market. 
Netscape  would  like  to  see  its  browsers 
replace  Windows  as  the  main  user  in- 
terface on  PCS.  Microsoft  has  no  intention 
^W^f^ttKM  letting  that  happen.  In- 
mmimmBM  stead,  it  wants  to  build 
Internet  access  into  all  its 
applications,  while  pre- 
serving Windows  as  the 
main  user  interface.  Deb- 
orah Hess,  a  senior  ana- 
lyst with  the  Datapi'o  In- 
fomiation  Services  unit  of 
The  McGraw-Hill  Compa- 
nies, thinks  the  two  ap- 
proaches will  achieve 
"rough  parity"  in  1997. 

Expect  Microsoft  to 
gain  pi'ecious  gi'ound  in 
sei-vei-s  this  yeai'.  Its  Win- 
dows NT  operating  system  vrill  attract 
more  new  licensees  than  all  the  vei'sions 
of  Unix  put  together,  predicts  Yankee 
Group's  Miuphy.  NT's  soaring  popularity 
will  fan  sales  of  Microsoft's  Back  Oftice 
product,  boosting  Micr'osoft's  top  line  by 
as  much  as  25%  over  1996,  to  $11.6  bil- 
lion, pr-etlicts  Montgomery's  Reader-man. 
Net  pr-ofits  could  also  gr-ow  about  2o%', 
he  says,  to  $3  biUion. 

The  market  for  mainfr-ame  softwai-e. 
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worth  more  than  $21  billion  in  ] 
will  not  evaporate  overnight.  That'i 
cause  compar'ed  with  networks  of 
giant  computers  known  as  "big  i 
still  do  a  better  job  of  keeping  dafc 
cui-e.  At  IBM,  Chief  Financial  Offic( 
Richard  Thoman  thinks  the  compi 
recent  shde  in  mainfi'ame  software 
enues  has  bottomed  out.  Looking  a 
whole  sector,  idc  Group  Vice-Presi 
Anthony  Picar-di  expects  "low  sii 
digit  growth,  slowing  to  zero  by 
end  of  the  century." 

Seeing  the  wiiting  on  the  wall,  ( 
puter  Associates  is  pushing  a  fami 
programs  known  as  Unicenter 
helps  companies  manage  networl 
dispar-ate  computei-s,  from  mainfr 
down  to  desktop  PCs.  Within  a 
Unicenter  sales  could  make  up  a  qu 
of  ca's  total  r'evenues,  which  R 
gomery  Securities  expects  to  hit 
billion  in  the  year  ending  March, 
up  22%)  over  the  previous  year.  "L 
want  to  r-educe  the  cost  of  owning 
puters,  Unicenter  wor-ks,"  say 
Chaii-man  Chaiies  B.  Wang. 
OBJECT  LESSONS.  Client-ser-ver  ap 
tions  will  i-emain  a  hot  mar'ket, 
about  $4  billion  a  year-.  The  mark 
eludes  financial,  manufactiuing,  an 
man-resources  pr-ograms  running  oi 
wor-ks  of  PCs  and  woi'kstations.  In 
these  pi-ogi-ams  will  get  Web  links, 
one  of  the  lar-gest  players,  but  sr 
U.  S.  competiioi-s  ai-e  gr-owing  fastf 
ter  nearly  doubling  in  1996,  sales  o: 
pleSoft  Inc. — a  leader-  in  human-res( 
pr-ogr-ams — will  hit  nearly  $713  ir 
up  64%  from  last  year-,  says  Sal 
Bi-others  Inc.  analyst  Neil  J.  He 
In  late  1996,  PeopleSoft  laimched  it 
manufacturing  applications  in  a 
challenge  to  sap.  Baan  of  the  N 
lands  and  Or-acle  Corj).  also  are  1>'^ 
up  manufactiu-ing  products. 
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boom  in  client-server  applications 
ing  demand  for  powerful  relation- 
ibases,  which  let  managers  pluck 
1  information  ft-om  mountains  of 
rhat  continues  to  propel  growth 
x&tiy  leader  Oracle.  Both  profits 
les'will  rise  32%  in  1997,  to  $1 
and  $6.5  billion,  respectively,  ac- 
r  to  Montgomery  Securities. 
■nid-1997,  big  database  companies 
i  Oracle  and  Infonrdx  Coip.  could 
ither  lift,  as  Web  mania  ignites  a 
Die  upgrade  cycle.  Audio  and  video 
■•e  proliferating  on  Web  sites,  and 
tompanies  are  using  these  digital 
:s"  for  advertising,  training,  or 
•al  communications.  Increasingly, 
•e  deteiTnined  to  archive  such  ob- 
long with  financial  data  and  cus- 
infoi-mation.  New  products  known 
iversal"  and  "object"  databases, 
nfomiix,  Oracle,  and  CA  will  soon 
hat  possible.  All  three  companies 
:esting  their  wares  with  customer 
1996. 

iG  GAPS.  The  Internet  also  is 
ing  new  life  into  older  software 
)rses,  such  as  Lotus  Notes.  After 
ng  Lotus  Development  Coip.  in 
m  rejiggered  its  flagsliip  product 
h  with  the  World  Wide  Web.  In 
ales  of  Notes  and  other  products 
on  networks  made  up  about  20% 
Blue's  $13  biUion  in  softwai-e  rev- 
The  $1.2  billion  market  for  CD- 
imes,  getting  a  hft  from  multi- 
action  on  the  Internet,  is  gi'owing 
24%'  each  quarter.  When  Intel 
.dds  MMX  miiltiniedia  capability  to 
^processors  tliis  year,  games  vdll 
xrther  boost. 

all  the  electricity  in  the  Internet 
ent-server  markets,  1997  proba- 
I't  see  a  repeat  of  last  yeai-'s  fr"en- 
tial  public  offerings.  For  one  thing, 
1996's  Internet  ipos  were  able  to 
the  stratospheric  stock  prices 
t  on  first-day  trading.  Yahoo!,  for 
e,  which  nms  a  popular  directoiy 
!  on  the  Web,  was  priced  at  13 
•.  12  and  immediately  soared  to 
i  stock  was  trading  under  20  at 
I  of  1996. 

year,  analysts  say,  investors  will 
•  actual  eaiTiings — not  just  chaiis- 
ifore  they  plunk  down  their  cash, 
mpany  to  watch  is  closely  held 
1st  Inc.  in  Cupertino,  Calif.,  wliich 
a,sts"  news  and  entertainment  to 
'lan  1.5  million  computer  screens, 
mpany  signed  a  distribution  deal 


APPLETS.  ANYONE? 


CSX  Corp.'s  information  systems 
chief,  John  Andrews,  expected  to  spend 
$7  million  on  software  to  let  customers 
track  packages  being  transported  by 
the  company's  shipping  unit  in  Jack- 
sonville, Fla.  Instead,  for  just 
$1  million,  Andrews'  staff 
developed  a  simpler  system 
using  Sun  Microsystems 
Inc.'s  hot  new  Java  programming  lan- 
guage. To  find  a  package,  customers 
download  small  programs  known  as 
applets  from  CSX's  Web  site,  then  use 
them  to  browse  a  package-tracking 
database. 

Applets  are  appealing,  as 
Sun  Chief  Executive  Scott 
McNealy  loves  to  point  out, 
because  they  are  easy  to  dis- 
tribute across  networks  and 
run  without  modification  on 
any  operating  system  or 
hardware.  "We  have  saved 
over  $5  million  using  Java," 
Andrews  estimates. 

The  software  is  still  too  new  to  earn 
Sun  megabucks  in  1997.  But  pioneers 
such  as  CSX,  FD,  and  Wells  Fargo 
have  started  building  it  into  their  daily 
operations.  Indeed,  Java  is  quickly 
replacing  C-i-i-  as  the  programming 
language  of  choice  for  client-server 
computing,  says  Deborah  Hess,  a 
senior  analyst  at  Datapro  Information 
Services,  a  unit  of  The  McGraw-Hill 
Companies. 

Java's  promoters  still  face  several 
hurdles.  One  is  the  threat  of  viruses  in 


TREND 

JAVA  SOFTWARE 


programs  being  passed  from  one  com- 
puter to  another.  "The  information  sys- 
tems guys  aren't  letting  this  stuff  in 
the  door,"  says  Deborah  Triant,  CEO  of 
Check  Point  Software  Technologies 

Ltd.,  a  maker  of  security  fire- 
walls. But  advocates  argue 
that  applets  won't  damage 
computers  because  they  run 
in  a  software  "sandbox"  that's  isolated 
from  the  underlying  hardware  and 
software.  Flaws  notwithstanding,  they 
say,  applets  are  far  safer  than  conven- 
tional Windows  programs. 
Java's  other  sore  point  is  nonstan- 
dard usage.  In  December, 
1996,  Sun  persuaded  about 
100  companies,  including 
IBM,  Oracle,  Novell,  and 
Netscape  Communications,  to 
write  applications  using  only 
a  "pure"  version  of  Java.  But 
mighty  Microsoft  Corp.  con- 
tinues to  push  its  own, 
incompatible  approach. 
Sun  is  casting  Java  as  the  star  of 
coming  "network  computers"  called 
JavaStations.  These  stripped-down 
machines  won't  require  disk  drives. 
They'll  pull  the  programs  they  need 
directly  off  the  network,  thus  holding 
down  maintenance  costs.  "There's  no 
software  for  network  computers  right 
now,"  says  Yankee  Group  analyst  Brian 
Murphy.  "But  by  this  time  next  year,  it 
will  be  a  very  different  story." 

By  Neil  Gross  in  New  York  and  Robert 
D.  Hof  in  San  Francisco 


with  Microsoft  in  late  December  and 
could  be  a  prime  candidate  for  an  IPO. 

Or  for  a  takeover.  Analysts  say  1997 
could  be  a  gi-and  year  for  mergers  and 
acquisitions,  as  big  playere  sci-amble  to  fill 
gaps  in  their  technology  portfolios.  Like- 
ly targets  could  include  No.  3  database 
vendor  Sybase,  network  giant  Novell,  or 
America  Online.  All  three  have  estab- 
lished customer  bases,  and  the  stocks 
are  trading  off  then-  historical  highs. 


No  ci-ystal  ball  is  of  much  use,  how- 
ever, when  all  the  i-ules  ai"e  up  for  gi-abs. 
Even  with  Microsoft  coming  on  strong  on 
the  Net,  "nobody  really  controls  the  ar- 
chitectures today,"  declares  Stephen 
Spiinkle,  a  managing  paitner  at  Deloitte 
&  Touche  Consulting  Group.  However 
the  mai'ket  sorts  it  all  out,  1997  won't  be 
blessed  with  tranquiUty. 

By  Neil  Gross  in  New  York,  with  bu- 
reau repoits 


mpeat  of  the  IPO  frenzy  seems  unlikely  in  1997 ,  as 
vestors  look  for  actual  earnings^  not  just  charisma 
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along,  the  industry  will  be  pursuing  foreign  markets,  push] 
business  upgrades,  and  hawking  bargain-basement  PCs 
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POSITIVES  P- Businesses 
will  spend  big  on  high-end 
PCs  for  networks,  and  PC 
owners  will  trade  up  to 
new  multimedia  models 
>■  After  a  weak  1996,  the 
semiconductor  business 
should  resume  its 
revenue  growth 


NEGATIVES  ca 

ty  glut  in  some  parts 
chip  business  will  lea 
price  and  profit  decli 
P- Makers  ofplain-va 
PCs  will  encounter  m 
saturation 
►  Cheap  PC  altemati 
could  drag  down  mat 


Computers  and  semiconductors  con- 
tinue to  be  gi-owth  engines  of  the 
global  economy,  but  1997  is  not 
shaping  up  as  a  go-go  year.  After 
a  10.5%  revenue  decline  in  1996 — the 
first  since  1985 — the  chip  industry 
should  gi'ow  a  modest  7.4%  in  1997,  to 
about  $139  billion,  according  to  the 
Semiconductor  Industry  Assn.  Mean- 
while, personal-computer  sales  will  grow 
about  18%  in  1997,  to  85  million  units 
worldwide,  on  track  with  last  year's  es- 
timated 19%'  growth,  says  market  re- 
searcher Dataquest. 

In  many  industries,  numbers  like 
these  would  be  cause  for  celebration. 
But  for  the  personal-computer  and  chip 
sectors,  which  two  years  ago  enjoyed 
gi-owth  of  26%'  and  42%-,  respectively, 
moderate  expansion  is  fmstrating.  For 
now,  the  industries  seem  to  have  picked 
all  of  the  low-hanging  fruit.  Interna- 
tional Data  Corp.  pegs  po  growth  in 
the  U.S.  at  only  13%  in  1997.  So  PC 
vendors  are  targeting  the  rest  of  the 
world.  Sales  should  rise  22%  in  Latin 
America  and  25%  in  Japan  and  other 
parts  of  Asia,  according  to  IDC.  "Asia  is 
gi'owing  like  wildfii-e,  and  it'll  continue 
to,"  says  Ted  Waitt,  ceo  of  mail-order 
PC  vendor  Gateway  2000  Inc. 

Finding  PC  gi'owth  markets  is  para- 
mount because  the  fortunes  of  the  chip 
business  are  closely  tied  to  personal 
computers:  pes  consume  40%  of  total 
semiconductor  output  and  two-thirds  of 
all  memoiy  chips.  To  lessen  their  vul- 
nerability to  PC  market  swings,  chip- 
makers  are  pinning  hopes  on  emerging 
digital  consumer-electronics  products. 
Trouble  is,  these  devices — digital  video- 
disk  players,  handheld  computers,  per- 
sonal communicators,  digital  cameras — 
won't  hit  the  big  time  in  1997  (box). 


That's  why  the  PC  industiy  is  revving 
up  to  convince  customers  that  they  need 
the  latest  wave  of  multimedia  comput- 
ers, built  on  Intel  Corp.'s  next-genera- 
tion microprocessors.  These  chips  incor- 
porate Intel's  MMX  technology,  which 
speeds  up  such  multimedia  features  as 
audio,  TV-quality  video,  and  3-D  gi-aph- 
ics.  MMX  will  appear  in  200-megahertz 
Pentium  chips  delivered  in  January  and 
then  migi'ate  down  to  166-MHz  models. 
By  midyear,  it  will  also 
show  up  in  a  slimmed- 
down,  233-MHz  version 
of  Intel's  Pentium  Pro, 
code-named  Klamath. 
"LEAP  FORWARD"?  But 
these  $2,000-plus  ma- 
chines may  not  catch  on 
vrith  the  60%  of  Ameri- 
can homes  that  still  lack 
PCs.  "Consumers  are 
looking  for  some  kind  of 
leap  forward,  but  it's  not 
clear  it's  there,"  says  IDC 
analyst  Richard  Zwetch- 
kenbaum.  That's  why 
some  analysts  see  a  gi'owing  niche  for 
boxes  priced  at  $1,000  or  less.  Ronald 
Chwang,  president  of  Acer  America 
Corp.,  predicts  that  several  major  PC 
vendors,  including  perhaps  his  company, 
will  target  this  segment.  That's  promis- 
ing news  for  chipmakers  Advanced  Mi- 
cro Devices  Inc.  and  Cyiix  Coi"p.,  whose 
inexpensive  Intel-compatible  chips  could 
power  many  bargain-basement  PCs. 

The  business  segment  is  a  different 
stoiy.  To  spark  upgrades  in  the  saturat- 
ed corporate  market,  Intel  and 
MiciTjsoft  Corp.  ai-e  pushing  Pentiimi  Pi-o 
desktop  PCS  nmning  the  liigh-end  Win- 
dows NT  operating  system.  Sales  of  Pen- 
tium Pro  systems  are  expected  to  climb 
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by  a  factor  of  10  in  1997,  to  aroi 
million  computers.  But  only  half  ol 
are  expected  to  run  NT.  Windows 
Windows  3.1  will  still  command  I 
the  1997  market,  estimates  IDC. 

Intel  and  Microsoft  are  also  re: 
ing  to  the  threat  of  so-called  nt 
computers,  whose  backers  clain 
will  be  cheaper  for  businesses  tc 
ate.  Network  computers  fetch  pre 
and  data  off  central  servers  inst 
stoiing  them  on  a  1 
hard  drive,  simp 
maintenance  and 
computer  ma: 
gi'eater  control  ove 
programs  users 
In  answer,  the  t\ 
ants  of  the  PC  wor 
to  co-develop  "N 
that  are  like  conve 
PCS,  but  with  extr; 
ware  and  softw 
streamhne  their  n 
ment  across  cor 
networks. 

Pi'ospects  vary 
parts  of  the  computer  business 
book  computer  sales  gi'owth  shou 
the  high  teens.  Growth  in  serve 
poweifiil  PCs  that  nm  networks 
top  30%.  Diiving  up  sei"vei'  sale; 
nash  by  businesses  of  all  sizes  to 
Web  sites  on  the  Internet.  Unit 
mainframes  are  expected  to  c 
1997,  but  Dataquest  projects  r* 
wall  fall  9.5%  because  of  declinin| 
A  hot  spot  in  mainframes  is  Uni 
machines,  with  gi-owth  rates  in  t 
teens  to  low  20s,  says  Salomon  I 
Inc.  analyst  John  B.  Jones  Jr  B 
computers  and  workstations  shoi 
post  only  modest  6.3%  gains  i 
says  Dataquest.  Apple  Computi 
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nillion  purchase  of  company  co- 
>r  Steve  Jobs's  NexT  Software 
keep  Apple's  sales  from  being  flat 
'.ar,  analysts  say. 

PC  makers,  the  holy  grail  is  the 
•gence  between  computers,  con- 
electronics,  and  communications, 
le  extent,  MMX  pes  addi'ess  this  vi- 
rough  their  support  for  audio  and 
But  to  really  reach  the  mass  mai"- 
ys  iDc's  Zwetchkenbaum,  "it's  go- 
take  new,  less  versatile  gizmos 
id  specifically  for  certain  tasks."  In 
words,  low-cost  infoi-mation  "ap- 
s"  such  as  Web-sui-fing  TVs,  pock- 
inizers,  or  smart  wireless  phones, 
he  near  term,  chipmakers  must 
ue  relying  on  PCs  to  drive 
1 — and  they  have  to  keep  closer 
■n  demand.  The  semiconductor 
urn  of  1996  occurred  because  chip- 
s  overestimated  demand  and 
too  much  production  capacity, 
of  dynamic  random-access  mem- 
ips  (drams)  fell  more  than  75%. 
at  won't  go  away  overnight.  "The 
vulnerability  for  chipmakers  in 
5  overcapacity  in  drams,"  says 
*hihppe  Dauvin,  chief  economist 
-Tliomson.  On  the  bnght  side,  he 
lOn-DRAM  business  started  upwai'd 
in  October,  1996,  after  nine 
5  of  decline. 

DREAM.  The  chip  recovery  will 
ally  help  suppliers  of  semicon- 

manufacturing  equipment  such 
(lied  Materials  Inc.  and  Lam  Re- 

Corp. — but  not  this  year  Their 
3s  lags  behind  the  chip  market 
east  six  months,  so  the  chipmak- 
lipment  industiy  forecasts  a  5.5% 
ip  in  1997,  to  $25.4  bilHon. 
ers  of  DRAM  chips  ai"e  hoping  that 
'ease  in  the  amount  of  memory 
i  in  PCS  will  help  their  results  in 
The  average  dram  per  new  PC 

cUmb  from  20  megabytes  to  30 
ytes  or  more  in  1997,  says  Vladi 
chief  economist  for  Texas  Instni- 
Inc.  Still,  it'll  take  the  PC  industiy 
'ears  to  chew  up  the  memoiy  siu'- 
jspecially  since  new  govemment- 

ventures  in  Singapore  and  else- 
in  Southeast  Asia  will  add  to  the 
.  Because  memory  capacity  per 

also  rising,  the  total  number  of 
produced  in  1997  will  exceed  de- 
)y  35%,  keeping  prices  depressed. 
ir  parts  of  the  chip  industry  will 
atter.  The  microprocessor  field, 
ited  by  Intel,  will  see  revenue 


GIZMOS,  YES.  PROFITS,  MAYBE. 


The  semiconductor  business  is 
built  on  dreams,  and  right  now  noth- 
ing is  more  promising  than  digital 
consumer  electronics.  Marketers  spin 
visions  of  an  all-digital  future,  with 
scores  of  high-tech  devices 
per  home.  Even  economists 
throw  around  words  like 
"revolution." 

Chipmakers  see  next- 
generation  consumer  electronics  and 
other  non-PC  products  as  their  route 
to  growth — especially  as  PC  profits 
go  increasingly  to  Intel  Corp.  and  a 
few  top-tier  computer  makers.  "Con- 
sumer electronics  is  opening  up 
more  and  more  to  consumption  of 
semiconductors,"  says  Vladi  Catto, 
chief  economist  for  Texas  Instru- 
ments Inc.  "There's  enormous  room 
for  growth." 

One  of  the  standouts:  digital  set- 
top  boxes  for  cable  and  satellite  TV. 
In-Stat  Inc.,  a  vScottsdale  (Ariz.)  mar- 
ket-research firm,  projects  that  ship- 
ments of  satellite  decoders  will  climb 
17%  in  1997,  to  3.6  million  units. 
Another  growth  market  is  video-game 
consoles.  Hambrecht  &  Quist  pegs 
1997  growth  of  chip-rich  "advanced" 
models  such  as  the  Sony  PlayStation 
and  Nintendo  64  at  46%,  to  8.2  mil- 
lion units. 

The  big  kahuna  is  digital 
videodisk,  or  DVD,  which  could  sup- 


FOCUS 

CONSUMER 
ELECTRONICS 


plant  audio  CD  players,  CD-ROM 
drives,  and  VCRs  with  a  single  versa- 
tile machine.  "This  is  a  product  that's 
like  a  train  coming,"  says  Dataquest 
Inc.  analyst  Jonathan  Cassell.  Annual 
sales  could  reach  43  million 
units  by  the  year  2000. 

Most  of  these  fabulous 
gadgets  won't  be  here  in 
time  to  propel  1997  chip 
growth  to  the  20%  to  30%  levels 
enjoyed  a  few  years  back.  In  the  case 
of  digital  videodisk,  for  instance, 
Dataquest's  Cassell  predicts  1997 
sales  of  just  1.5  million  DVD  movie 
players  and  2.2  million  DVD  drives 
built  into  PCs,  mostly  high-end  mod- 
els. Even  consumer  products  that  are 
considered  a  smash  success,  such  as 
the  new  pizza-size  dishes  for  direct- 
broadcast-satellite  television,  still 
sell  in  volumes  dwarfed  by  the  PC 
juggernaut. 

Consumer  electronics  could  be  a 
Faustian  bargain  for  chipmakers. 
Profit  margins  are  far  thinner  than  on 
other  electronic  products.  What's 
more,  with  each  new  product  genera- 
tion, more  functions  are  crammed 
onto  fewer  chips.  Some  chip  suppliers 
could  get  squeezed  out  of  the  picture. 
So  while  digital  consumer  electronics 
may  be  the  hope  of  the  future,  for 
many  chipmakers  they  won't  be  a 
dream  come  true. 


growth  of  32%,  to  $22.5  billion,  says 
market  watcher  Micrologic  Research. 
Of  the  roughly  95  million  PC  micro- 
processors sold  in  1997,  Dataquest  pre- 
dicts 60  million  will  be  Pentiums  and 
compatibles  and  30  million  will  be  Pen- 
tium Pros  and  compatibles.  One  1997 
star  could  be  Advanced  Micro  Devices, 
whose  Pentium-compatible  K6  chip  will 
likely  ship  in  the  fii'st  quarter.  AMD  says 
the  K6  could  even  outperform  Intel's 
Klamath.  If  amd  can  undercut 
Intel's  price  and  sell  the  5  million  to  6 
million  units  it  plans  to  make,  "it'll  be  in 


fabulous  shape,"  says  Dataquest  analyst 
Nathan  Brookwood. 

Analysts  remain  bullish  on  long-tenn 
chip  prospects,  promising  a  return  in 
1998  to  historic  15%-to-25%  gi'owth  rates 
for  the  next  decade.  By  2000,  then,  ex- 
pect sales  of  132  milhon  pes  a  year.  But 
in  1997,  PC  and  chipmakers  face  less 
heady  times:  The  name  of  the  game  tliis 
yeai"  is  getting  positioned  for  what  eveiy- 
body  hopes  will  be  the  next  gi-eat  wave. 

By  Andij  Reinhardt,  with  Peter 
Burrows,  in  Sa7i  Francisco  and  bureau 
reports 


The  DRAM  glut  won't  easily  be  worked  down,  but 
ler  parts  of  the  chip  industry  are  poised  for  growth 
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local,  wireless-every  sector  will  be  wide  open.  In  an  alreac 
turbulent  industry,  that  means  still  more  wrenching  chang 
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INCLUDES  CABLE  AND  OTHER  COMMUNICATIONS  SERVICES,  NEC 


PRODUCTIVITY 

THOUSANDS  OF 
■96  DOLLARS 
PER  EMPLOYEE 


DATA:  DRI/McGRAW-HILL 


POSITIVES  >- Fueled  by 
Internet  growth  and  dereg- 
ulation, telecommunica- 
tions traffic  aroiind  the 
world  will  zoom 
►  The  rules  for  entering 
local  and  long-distance 
marlcets  in  the  U.S.  will 
finally  be  spelled  out 


NEGATIVES  ►/«m 

telecom  competition  v, 
sectors  will  put  pressi 
on  prices  and  profits 
►  Capital  spending  w 
soar  as  phone  compai 
build  wireless,  local-c 
ing,  and  data  networl 
and  upgrade  systems 


The  telecommunications  industry  is 
beginning  a  great  adventure. 
Thanks  to  last  year's  deregulation 
law,  1997  will  mark  the  first  time 
that  every  sector  of  the  industry  be- 
comes tnily  competitive.  Long-distance 
earners  and  local  phone  companies  will 
enter  one  another's  markets,  and  as 
many  as  six  wii-eless  operatoi's  will  stait 
up  in  regions  that  have  had  only  two. 

AT&T  began  testing  local  consmner  ser- 
vice in  Sacramento  in  December — after 
eight  gineling  months  of  working  with 
Pacific  Telesis  Group  to  open  the  net- 
work. Redoing  local  phone  systems  for 
competitive  connections  is  "a  massive 
systems  job,"  says  John  D.  Zeglis,  at&t's 
general  counsel.  "It's  never  been  done 
in  125  yeai"s."  Since  local  companies  can't 
offer  long  distance  until  they  face  local 
competition,  a  delay  in  one  delays  the 
other.  Still,  Bell  Atlantic  Corp.  Chair- 
man Raymond  W.  Smith  predicts  that 
some  Bells  will  enter  long  distance  in 
then-  regions  in  late  1997.  They  could  of- 
fer out-of-region  long  di-stance  as  soon 
as  last  year's  telecom  act  was  sigTied. 
MANY  MARKETS.  That's  good  news  for 
customei's — c-ompetition  is  sure  to  bring 
lower  rates.  But  it's  a  wrenching  pi'ocess 
for  phone  companies  accustomed  to  cozy 
monopolies  or  oligopolies.  "In  the  near 
teiTn,  telecom  is  going  to  be  less  prof- 
itable," warns  Deborah  McMahon,  a  con- 
sultant witii  Mercer  Management  Con- 
sulting Inc.  "The  pie  doesn't  gi-ow  as 
fast  as  the  marketing  campaigns." 

Yet  the  'ie  is  gi'owing.  Northern 
Business  Infc  -mation,  a  unit  of  The  Mc- 
Graw-Hill Companies,  forecasts  that 
long-distance  revenues  will  increase 
6.6%,  to  $84.4  bilhon.  Local-calling  rev- 
enues will  gain  about  1%,  to  $105  billion, 
despite  lower  charges  to  long-distance 


earners  for  interconnections.  The  num- 
ber of  wireless  subscribers  will  gi-ow 
by  24%,  to  54.2  million,  estimates  Sa- 
lomon Brothers  Inc. 

No  lai'ge  phone  company  worth  its 
dial  tone  will  tie  its  fortunes  to  just 
one  market  segment.  Most  caniers  plan 
to  offer  a  full  array  of  local,  long-dis- 
tance, wireless,  and  data-transmission 
services.  The  quickest  way  to  gain 
share  in  a  new  market  is  to  buy  it,  so 
look  for  merger  mania  to  continue.  An- 
alysts say  targets  include  second-tier 
long-distance  carrier's  such  as  Fr-ontier 
Corp.  and  LCi  Communications.  Like- 


ly suitors?  The  Bells  and  gte 
GoverTiment  r'emains  a  central 
er.  "The  regulatory  and  legal  confi 
tions  suTTOimding  the  implementat 
the  telecom  act  are  the  most  impc 
issues  in  the  industry  right  now,' 
Chicago  Corp.  analyst  Eric  Strum? 
Some  30  states  and  the  Federal 
munications  Commission  have  : 
rules  for-  opening  markets,  but 
companies  are  fighting  them  in 
The  timing  and  outcome  of  those 
lenges  will  deterTnine  the  shape  ol 
petition  in  1997. 

By  Catherine  Aymst  in  Neu 


BOB  ALLEN'S  AGENDA 


To  see  the  tumult  of  telecommuni- 
cations, just  follow  the  fortunes  of 
AT&I  The  nation's  largest  phone  com- 
pany has  little  choice  but  to 
enter  the  local-calling  market 
and  offer  new  wireless  phone 
services  while  fending  off 
unprecedented  competition  in  its  core 
long-distance  business.  On  top  of  that, 
AT&T  just  hired  a  new  president,  John  R. 
Walter,  with  no  telecom  expe- 
rience; it  just  finished  a 
wrenching  divestiture  of  its 
equipment  and  computer 
units;  and  its  stock  price  has 
been  sliding  for  a  year. 

In  spite  of  Walter's  hiring, 
Chairman  Robert  E.  Allen  is 
the  man  on  the  hot  seat,  at&t 
insiders  say  he  still  has  the 
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full  support  of  the  board,  so  he  will 
likely  stay  at  the  helm  until  his 
announced  retirement  in  spring,  19 
Allen  may  start  rehabil 
fating  his  reputation  this 
year.  Analysts  say  AT&T  w 
get  a  boost  from  its  intert 
business  and  corporate  ser 
General  Counsel  John  D.  Zeg 
says  AT&T  will  offer  local  phone  se 
vices  to  businesses  in  all 
states  by  yearend.  That 
should  help  offset  share 
in  the  consumer  end.  Mor 
gan  Stanley  &  Co.  analyst 
Stephanie  G.  Comfort  pre 
diets  a  4.6%  earnings  ris 
to  around  $6  billion,  on  a 
5.2%  revenue  gain,  to  $5 
billion. 
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us  WEB 

/  OUTFITTERS  TO  THE  WORLD  WIDE  WEB  " 


Got  a  moment?  We'd  like  to  tell  you  a  little 
about  our  three  favorite  things.  (As  you've  no 
doubt  already  guessed,  magazine  advertising 
isn't  numbered  among  them.) 

They  are,  in  no  particular  order,  the  World  Wide 
Web,  your  business,  and  the  future. 

At  USWeb  we  believe-and  we're  far  from 
alone-that  we're  on  the  verge  of  a  revolution. 
The  entire  globe  is  being  linked  in  a  vast  web  of 
instantaneous  communication.  The  commerce 
and  communication  of  tomorrow  will  be  carried 
out-and,  we  might  add,  greatly  streamlined-by 
Internet  and  Intranet  technologies. 

And  the  future  may  be  closer  than  it  appears. 
Thousands  upon  thousands  of  businesses  of 
all  kinds  have  already  established  Web  sites. 
Countless  more  are  anxious  to  make  their  pres- 
ence felt  online  as  soon  as  possible. 

That's  where  USWeb  comes  in.  As  a  national 
organization  with  offices  all  across  the  country, 
we're  the  first  to  combine  local  responsiveness 
with  unprecedented  Internet  and  Intranet  exper- 
tise. So,  working  with  USWeb  means  more  than 
Web  site  design  and  development.  It  means  a 
thorough  needs  analysis.  Carrier-grade  hosting. 
Education.  Access.  Basically  from  the  moment  you 


walk  through  the  virtual  door,  you'll  be  in  the 
most  capable  hands  cyberspace  has  to  offer. 

Need  more  information?  (Not  surprising. 
Magazine  advertisements  can  be  rather  limiting.) 
Visit  our  Web  site  at  www.usweb.com/last.  Or, 
call  1-888-USWEB-411,  ext.  201,  and  we'll  provide 
you  with  a  free  guide  describing  how  the  Web 
can  transform  your  business.  And  please  call 
soon.  After  all,  this  may  be  the  last  you'll  see  of  us 
for  a  while.  In  a  magazine  advertisement,  anyway 


cou 


this  be  the  last 


magazine 


ad 


we 


run? 


eb  Corporation  USWeb  and  Outfitters  to  the  World  Wide  Web  are  trademarks  of  USWeb  Corporation 
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DRUGS  &  BIOTECH 


Drugmakers  aren't 
likely  to  soar  as  th( 
did  last  year,  but  after  1996's  glitches,  biotech  is  likely  to 
up.  One  bright  note:  M&A  madness  is  calming 
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PRODUCTIVITY 

THOUSANDS  OF 
DOLLARS 
PER  EMPLOYEE 


DATA:  DRI/McGRAW-HILL 


POSITIVES  ►  mere's 
soaring  demand  for  life- 
time-therapy drugs,  such 
as  cholesterol  reducers  and 
treatments  for  AIDS  and 
chronic  osteoporosis 
►  Dr-ug  companies  are 
learning  how  to  deal  with 
managed-care  buyers 


NEGATIVES  ►  Gent 
substitution  for  name 
brand  drugs  is  growii 

>  Drugmakers  are  bi 
forced  to  increase  th( 
spending  on  marketi 
and  advertising 

►  Managed  care  is  ke 
price  hikes  in  check 


After  theii'  best  yeai"  since  the  roai"- 
ing  1980s,  drugmakers  may  be 
hard  pressed  to  match  1996's  stel- 
lai'  gains.  Growth  rates  could  slow 
because  of  a  dearth  of  big  new  products 
and  the  ceaseless  advance  of  generics 
and  price-depressing  managed  care.  "It's 
hard  to  draw  a  straight  line  and  say 
this  really  supercharged  environment  is 
going  to  continue,"  says  Cowen  &  Co. 
analyst  Stephen  M.  Scala.  "It's  not." 

Scala  predicts  that  10  large  U.  S.  and 
European  drugmakers  together  will  in- 
crease profits  about  12%  this  year,  to 
$22.4  billion,  while  sales  chmb' 8%,  to 
$123.9  billion.  The  chief  laggard  might 
be  Glaxo  Wellcome  PLC,  whose  earnings 
could  shrink  as  it  faces  generic  compe- 
tition for  its  big-selling  Zantac,  the  ulcer 
drug. 

WORRISOME.  Marketing  expenses  may 
slow  some  giants.  Merck  &  Co.  is  spend- 
ing heavily  to  support  its  cholesterol- 
lowering  dnigs  against  a  rival  product 
from  Bristol-Myers  Squibb  Co.  Pfizer 
Inc.  will  join  the  ft-ay  with  Lipitor,  a 
just-approved  Warner-Lambert  Co.  chug 
it  will  co-promote.  And  Pfizer  will  push 
Aricept,  a  drug  foi-  Alzheimer's  disease. 

More  worrisome  is  a  shortage  of  new 
blockbuster  treatments.  Merck,  Roche 
Holdings,  and  Abbott  are  doing  well 
with  protease  inhibitors  for  managing 
AIDS  but  have  few  major  new  drugs. 
Scala  counts  just  three  pending  dioigs 
that  could  hit  $500  million  apiece  in 
sales  by  2000 — Lipitor  and  the  diabetes 
drug  Rezulin,  both  from  Warner-Lam- 
bert, and  Coreg,  a  SmithKline  Beecham 
antihypertensive  awaiting  approval  as 
a  congestive-heart-failure  treatment. 

Fewer  worries  over  mergers  and  ac- 
quisitions could  help.  The  pace  of  deals  is 
flat — the  $30  billion  alliance  of  Sandoz 


and  Ciba  accounted  for  nearly  all  the 
$36.4  billion  worth  of  deals  recorded 
thi'ough  early  December,  compai'ed  with 
$35.4  billion  across  several  deals  in  1995, 
according  to  Windhover  Information 
Inc.'s  Health  Care  Strategist.  Few  big 
deals  appeal-  on  the  hoiizon,  even  though 
speculators  talk  up  a  potential  takeover 
of  SmithKHne  Beecham  by  Roche.  "I 
don't  really  see  the  need  [for  mergers] 
today,"  says  Richard  J.  Kogan,  chief  ex- 
ecutive of  Schering-Plough  Corp.  "The 
industry  is  doing  pretty  well." 

For  their  part,  biotech  companies 
must  overcome  recent  disappointments. 


Chii'on  Corp.'s  decision  in  Novem 
kill  a  long-awaited  hei-jjes  vaccine 
it  proved  ineffective  briefly  shce( 
off  its  stock  price.  This  year  coi 
better  for  biotech,  should  positiv 
results  be  forthcoming  on  such  " 
ucts  as  leptin,  an  Amgen  Inc.  o 
treatment,  and  bdnf,  an  Amge 
generon  treatment  for  Lou  Gehi'ij 
ease.  Helpful,  too,  could  be  a  fort 
ing  protease  inhibitor,  Viracept 
Agoiu'on  Pharmaceuticals  Inc.  Fo 
biotech  and  pharma,  the  questi 
Will  the  medicine  prove  strong  ei 
By  Joseph  Weber  in  Philad 


'THE  CHEAPEST  FORM  OF  CARE' 


William  C.  Steere  Jr.,  CEO  of  pace 
setting  Pfizer  Inc.,  spoke  recently 
about  the  industry's  prospects  for 
1997. 

Q:  Some  analysts  predict  a 
rosy  year  for  drugmakers.  Do 
you? 

A:  The  industry  is  going  to 
do  reasonably  well.  Managed 
care  is  coming  to  the  view 
that  drugs  may  be  the 
cheapest  form  of  health 
care. 

Q:  What  are  the  forces 
working  for  and  against 
drugmakers  and  biotech 
companies? 

A:  The  age-old  problem  we  face  is 
the  exhaustion  of  our  patents.  Once 
patents  expire,  we  can  expect  to  lose 


up  to  90%  of  sales  in  the  first  ye 
And  we're  a  research-based  indu: 
The  competition  is  intense....You 
can't  come  out  with  a  m 
too  drug  and  hope  to  gel 
premium  price. 
Q:  Will  consolidation  pici 
steam? 

A:  I  don't  know  what  you 
out  of  consolidation, 
frankly.  Just  being  bigge 
not  particularly  better 
Q:  The  market  has  trader 
pharmaceutical  stocks  u 
and  biotech  stocks  down 
Will  that  continue? 
A:  I  have  no  idea  why  stocks  are  t 
high.  I  have  no  idea  what  makes 
stocks  go  up  and  down.  The  mark 
scary. 
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"'Silicon  Graphics 
chose  and  implemented 
Oracle  Applications 
in  just  15  months/' 

Ed  McCracken,  Chairman  and  Chief  Executive  Officer 
Silicon  Graphics,  Inc. 


the    last    decade    Silicon  Grapliics, 
fading  manufacturer  of  high-performance 
1  and  enterprise  computing  systems, 
cen  one  of  the  fastest  grow- 
impanies  in  the  world, 
needed  new  busi- 


Market 
Management 


Supply  Chain 
Management 


Human 
Resources 


Projects 


ipplications  with 
lexibility,  scal- 
■y  and  technical 
ecture  to  support 
phenomenal  growth, 
n  Graphics  chose  and 
mented  Oracle  Applications  on 
high-performance  CHALLENGE  server  in 
5  months. 


Manufacturing 


Finance 


''^d  Techno' 


Oracle  Applications  are  the  only  applications  designed 
for  rapid  business  change  and  built  on  Oracle's 
integrated  stack  of  database,  tools,  workflow,  data 
warehousing  and  Web  technologies. 

Oracle  Applications  automate  your 
entire  enterprise  with  over  30 
integrated  software  mcxlules 
for  finance,  supply  chain 
management,  manufac- 
turing, projects,  human  re- 
sources and  market  miinagement. 
Do  your  business  applications 
enable  rapid  growth?  If  not,  call  Oracle 
at  1-800-633-1061,  ext.  10072  today.  Or  find  us  on 
the  Web  at  http://www.oracle.com/applications 


ORACLe 

Enabling  the  Information  Age' 


Oracle 


O  1996  Ora-le  Corporation,  Oracle  is  a  registered  trademark,  and  Oracle  Applications  and  Enabling  the  Information  Age  are  trademarks  of  Oracle  Corporation.  All  rights  reserved, 

All  other  company  and  prtUuct  names  are  trademarks  ol  their  respective  owners 


Monkey 
on  your 
back  #47: 
How  to  get 
started  on 
Windows  NT 
with  a  company 
tliat's  not  just 
getting  started 
on  Windows  NT. 


WHATEVER  IT  TAKES 


Sure,  there  are  nmny  companies  timt 

dabblitig  in  Windoivs  NP  nowadaM, 

But  wouldn't  you  rather  make  the  m(|t 

with  the  one  company  that's  been  cU 

to  Windows  NT  since  its  inceptio 

Digital  Our  alliance  with  Microso 

IS  backed  by  a  relationship  that's  o; 

a  decade  long.  And  we  have  more  tl 

three  years'  real-world  experience 

Windows  NT,  with  proven  hardzva  \[ 

and-services  solutions  up  and  runn 

globally.  We  also  have  more  trained  i 

certified  Windows  NT  experts  worldw 

than  any  other  Microsoft  partr 

Even  more  than  Microsoft  its 

And  while  Digital  currently  off 

the  industry's  most  extensive  lint' 

Windows  NT  hardware  products,  w 

already  leading  the  way  in  64-^ 

computing,  for  the  next  generatioi 

Windows  NT.  All  of  which  just  g  i 

L 

to  show  that  we'll  - 
only  get  you  started 
Windows  NT,  we'll  k 
you  going.  For  more  ii 
matioth  call  l-SOO-DICrTAL,  or  visit 
Web  site  at  www. alliance. digital 

^  Digital  Equipment  Corporation.  1997  Dig  ta 
the  Digital  logo  are  trademarks  and  Whatever  It  TaKe 
service  mark  of  Digital  Equipment  Corporation.  Mic  [ 
and  Windows  NT  are  registered  trademarks  of  Mic  ' 
in  the  U.S  and  other  countnes. 
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HMOs  look  fit  again,  while  big 
hospitals,  nursing  homes,  and 
doctors'  groups  are  cutting  costs 


edia  / 

ntertainment 


16 


From  telephony  to  TV,  high-tech 
gains  will  take  more  time.  And 
hold  the  megamergers,  too 


tilities 


18 


Competition  is  coming-slowly. 
So  power  companies  are  still 
generating  hefty  profits 


etailing 


I  f\  Thanks  to  the 
I  VJ  stock  market 

L  y   runup  and  low 
mployment,  shoppers 
hack.  But  merchants 
face  an  overabundance 
'ores  and  high  levels  of 
mmer  debt 


Transportation 

Airlines  are  aloft,  railroads  are 
on  track,  and  even  trucking  is 
steering  into  better  times 
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Food 
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Going  out  tonight?  More  and 
more  food  purveyors  want  a 
share  of  your  dining  dollar 


Business  Services 
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Th  e  competition  is  fierce,  and 
not  just  for  clients:  Affordable 
talent  isn't  easy  to  come  by 
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TTT^  A  T  'TIJ  P  A  T)1h^  "^^^  emergency  surgery-raisii 
rilliriJjlil  Vjiilllj  premiums  and  balancing 
budgets-was  a  success.  HMOs  have  a  bloom  in  their  chee 
again.  But  hospitals  and  doctors  are  winning  more  power 
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POSITIVES  ►  Consoli- 
dating hospitals  and 
physician  groups  will 
boost  productivity 
>■  Aggressive  integration  is 
fueling  demand  for  med- 
ical information  systems 
►  Medical  cost  inflation 
remains  low 


NEGATIVES  ►  Mam 

care  insurers,  unable  it. 
pass  on  price  increasea 
will  see  margins  squee. 

►  The  shift  of  Medico  n 
patients  into  managed 
care  will  hurt  hospital 

►  Managed-care  enroll 
ment  growth  is  slowim. 


The  managed-care  balloon  burst 
spectacularly  last  July.  In  one 
week,  four  publicly  traded  health- 
maintenance  organizations  report- 
ed profits  sharply  lower  than  Wall 
Street  had  figiu-ed  on.  Pop!  Giants  Unit- 
ed Health  Care  Coi-p.  and  Humana  Inc. 
fell  fi'om  gi-ace.  Pop!  EaiTiings  at  small- 
er Mid-Atlantic  Medical  Services  Inc. 
and  Physicians  Health  Services  Inc. 
tanked.  HMO  shares  on  average  shed 
nearly  a  quarter  of  their  value. 

Managed  care  quickly  set  to  heahng 
itself — and  the  hurried  operation  has 
been  a  success.  Insurers  are  winning 
higher  premiums  from  employers  and 
fixing  the  cost  problems  that  brought 
unwelcome  surprises.  Average  HMO 
eaiTiings  should  jump  by  at  least  20%  in 
1997  from  last  year's  depressed  results, 
analysts  say.  And  managed-care  stocks 
have  rebounded  to  pre-July  levels. 
PREMIUM  HIKES.  Indeed,  much  of  the 
health-cai'e  sector  is  poised  for  a  robust 
year.  It's  not  that  revenues  are  soar- 
ing: The  $700  billion  industry  should 
grow  only  6.5%  in  1997.  Rather,  HMOs 
should  score  by  fixing  past  mistakes. 
And  big  hospital  companies,  nursing- 
home  chains,  and  poweiful  new  physi- 
cian organizations  are  reaping  the  re- 
wards of  efficiency  that  managed  care 
always  promised.  Sheer  scale  and  better 
management  are  loweiing  costs  and  lift- 
ing profits. 

HMOS,  for  their  part,  have  negotiated 
premium  increases  for  1997  of  2%  to 
5%.  Humana  told  analysts  in  Novem- 
ber that  it  was  cutting  off  customers 
who  refused  to  pay  an  average  3%  pre- 
mium hike.  "They're  not  completely  out 
of  the  woods,  but  [pricing]  is  getting 
better,"  says  Salomon  Brothers  Inc.  an- 
alyst Robert  J.  Hoehn. 


The  gains  barely  match  medical  infla- 
tion, but  they're  a  welcome  tonic  after 
two  straight  years  of  flat  prices  or  ac- 
tual declines.  HMOs  tolerated  stagnant 
premiimis  because  enr'ollment  was  soar- 
ing and  strategies  to  limit  costs  in  hos- 
pitals and  doctors'  offices  appeai'ed  to  be 
working.  "They  were  getting  a  httle  fat 
and  happy,"  says  analyst  Stephen  Ho- 
dapp  at  Robertson,  Stejjhens  &  Co.  But 
insurers'  earnings  got  socked  in  July 
when  outpatient  and  pharmaceutical 
claims  came  in  above  budgets. 

HMOs  have  imposed  new 
controls  on  choig  costs,  and 
their  ratios  of  medical 
costs  to  premiums  have 
begim  to  clrop.  But  theu' 
longer-teirn  prospects  look 
gloomier  Last  summer's 
stock  market  debacle  indi- 
cated that  the  days  of  sim- 
ply beating  profits  out  of 
doctors  and  hospitals  are 
coming  to  an  end.  "The 
easy  pickings  are  out  of  -4 
the  system,"  says  consul- 
tant Michael  A.  Sachs. 

In  this  view,  doctors, 
hospitals,  and  other  providers  are 
sti'engthening  theii'  hand  against  insui- 
er's.  The  nation's  biggest  hospital  chains, 
for  example,  continue  to  consolidate  foi-  ef- 
ficiency and  pricing  power  Tenet  Health- 
care Corp.,  the  nation's  second-largest 
hospital  chain,  agi-eed  in  October  to  pay 
$U  billion  for  OrNda  HealthCoip,  which 
is  No.  3.  Columbia/HOA  Healthcare  Coip., 
which  gi"ew  by  mergers  to  become  by 
fai'  the  largest  U.  S.  hospital  chain,  should 
win  profit  gains  of  15%  to  20%  in  1997. 

How?  Size  and  breadth  mean  clout. 
"This  is  a  straggle  for  leverage,"  says 
Ronald  J.  Del  Mauro,  president  of  St. 
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Bamabas  Health  Care  System.  A 
ago,  St.  Barnabas  ran  two  hospitals 
four  nursing  homes  in  New  Je: 
Since  then,  it  has  purchased  six 
New  Jersey  hospitals.  It  also  rur 
outpatient  centers,  a  psychiatric  fa 
and  two  more  nursing  homes.  Foi 
five  more  hospitals  could  join  by  M 

Del  Maiu'o,  like  many  hospital  e:  ^ 
tives,  ai'gues  that  providers  that  bl! 
a  region  with  a  range  of  high-qi 
services — such  as  outpatient  sur 
centers,  skilled  nursing  facilities,  ^ 
the  like — will  comi 
more  and  better  ! 
tracts  from  insurers 
employers.  Aetna  Li 
Casualty  Co.,  for  ei 
pie,  aims  to  estal' 
long-term  relation! 
with  as  many  as  25 
grated  regional  pro] 
systems  within  five 
There's  plenty  of 
left  for  I'ationaliz.'i 
Hospitals  fill  just  & 
their  beds  on  any 
night,  and  their  pif 
tivity  is  falling.  L 
capacity  will  intensify  as  more  MelS 
recipients  go  to  managed  care,  S 
has  reduced  hospitalization  of  oldip 
tients.  Consultant  Sachs  estimated 
demand  for  hospital  beds  could 
46%  by  2000.  As  hundreds  of  iri 
tions  close,  those  remaining — in® 
ingly  in  the  hands  of  for-profit  ch^^- 
will  have  more  bargaining  power. 

Physicians,  meanwhile,  are  rec 
ing  leverage  with  the  emergence 
called  physician  practice  manat; 
companies.  Some  ppms  buy  medica 
tices  outright,  while  others  just 
administration  and  contract  negot 
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fee.  Certain  companies,  such  as 
-y  leader  MedPartners  Inc.,  ad- 
ir  thousands  of  practices  in  dif- 
regions  and  specialties;  many 
focus  on  regional  markets  or  on 
ties  such  as  coronary  care, 
year  physician  practice  manage- 
ompanies'  gi'owth  may  stall.  Tr-ue, 
)ntrol  less  than  10%  of  U.  S.  prac- 
'et  William  B.  Hanlon  III,  a  pnn- 
t  investment  bankers  Shattuck 
ond  Partners  Inc.,  which  has  ad- 
)n  PPM  deals,  says  the  easily  ac- 
clinics  already  have  been  bought 
ving  a  massive  number  of  scat- 
;olo  physicians  and  small  gToups. 

PPMS  already  have  brought  both 
id  management  savvy  to  a  highly 
ed  industry.  "Today,  if  you  nego- 
ath  any  physician  gi'oup,  it's  al- 
:uaranteed  you'll  have  a  lawyer 
1  accountant  and  an  actuary 

says  Joseph  Lynaugh,  chief  ex- 
officer  of  NYLCare  Health  Plans, 
challenge  to  hmos  from  physi- 
^oups  isn't  just  a  matter  of  pric- 
2reasingly,  managed-care  compa- 
e  negotiating  so-called  capitated 
?ts  that  pay  providers  a  flat 
y  or  annual  fee  per  patient,  no 
how  much  care  is  given.  Related 
•ts  pay  providers  a  set  rate  for 
J  certain  diseases  or  disorders — 
leart  attack.  By  doing  so,  insur- 
;s  on  all  or  most  of  the  risk  to 
.  They  also  pass  on  control  over 
ng  the  care  involved. 
'ON  QUALITY.  Physicians,  then, 
5  with  stronger  incentives  to  i-e- 
ists  than  ever  before.  Many  ana- 
ilieve  doctors  so  motivated  will,  in 

better  at  rooting  out  ineffiencies 
cine  than  insui-ers  have  been — al- 

the  effect  on  quality  is  trou- 
uncertain.  But  the  most  intiigu- 
istion  is  this:  As  providers,  by 
on  risk,  become  more  like  hmos, 
ole  will  HMOS  sei-ve?  "hmos  are 
ng  to  disappear,"  says  Tenet  ceo 

C.  Barbakow.  But  their  value 
ecome  hmited  to  marketing  and 
fice  operations:  If  doctors  figure 
iV  to  find  their  own  customers, 
i  may  find  themselves  simply  pi-o- 

claims — a  low-margin  affair. 
Dming  years,  insurei's  may  also 
■  vulnerable  simply  by  virtue  of 
uccess.  More  Americans  than 
perhaps  150  million — have  en- 
ome  foiTn  of  managed  care.  But 
iccess  has  a  downside:  hmos  no 


MINNESOTA'S  HMO-ECTOMY 


When  it  comes  to  health  care,  Min- 
nesotans  are  a  prickly  bunch.  In  the 
early  '70s,  while  most  Americans  were 
just  grumbling  about  doctors'  bills, 
folks  in  the  Twin  Cities  were  rejecting 
fee-for-service  to  pioneer  a 
cheaper  system  known  today 
as  managed  care. 

Now,  as  Corporate  Ameri- 
ca turns  to  health-mainte- 
nance organizations,  a  coalition  of  25 
Minnesota  companies  appears  to  be 
scoring  much  bigger  savings — and 
giving  employees  greater  choice — by 


FOCUS 

BUSINESS  HEALTH 
CARE  ACTION  GROUP 


BHCAG'S  WETZELL:  Adniinistration  is  9%  of  costs 

bypassing  insurers.  The  Business 
Health  Care  Action  Group  deals 
directly  with  doctors  and  hospitals. 

Steve  Wetzell,  executive  director  of 
BHCAG,  contends  that  HMOs— which 
still  manage  the  bulk  of  coalition 
members'  health  insurance — waste 
millions  on  administration.  By  cutting 


them  out,  the  coalition  has  reduced 
employers'  health-coverage  expenses 
11%  since  1993. 

BHCAG  members,  including  3M, 
Dayton  Hudson,  General  Mills,  Cargill, 
and  Honeywell,  produce 
nearly  $120  million  in  annu- 
al claims  from  250,000  peo- 
ple. Coalition  companies 
entertain  bids  from  15 
groups  of  primary-care  and  specialty 
physicians  and  hospitals.  Employees 
pay  based  on  which  benefits  they 
choose.  Administration  makes  up  only 
about  9%  of  costs. 
"We  think  this  model 
could  operate  in  any 
market  in  the  coun- 
try," Wetzell  says. 

Perhaps.  But 
BHCAG  has  depended 
on  unusually  savvy 
corporate  members 
and  a  progressive 
marketplace.  HMOs 
argue,  moreover,  that 
BHCAG  gets  an  unfair 
advantage  by  ducking 
state  insurance  regu- 
lations, "We  very 
much  consider  this  a  pilot,"  says 
Gordon  Sprenger,  executive  officer  of 
Allina  Health  Systems,  two  of  whose 
affiliated  physician  groups  contract 
with  BHCAG.  It's  an  experiment, 
though,  that  the  entire  industry  is 
watching  closely. 

By  Ron  Stodghill  II  in  Chicago 


longer  can  win  one-time  savings  by  con- 
verting large  numbei's  of  patients  from 
more  expensive  indemnity  plans.  And 
since  nearly  all  physicians  have  con- 
tracted to  accept  patients  from  several 
rival  hmos,  managed-care  plans  look 
more  and  more  alike  to  consumei's  and 
their  employers — except  for  the  premi- 
ums they  charge.  Health  insurance,  in 
other  words,  is  becoming  a  commodity. 
In  fact,  more  health-care  buyers  are 


starting  to  think  they  can  do  the  job 
better  themselves.  Sophisticated  em- 
ployer groups  in  Des  Moines,  Min- 
neapolis, St.  Louis,  and  other  cities  are 
attempting  to  by]Dass  insurers  altogeth- 
er, negotiating  contracts  directly  with 
doctors  and  hospitals  (box).  Such  steps 
threaten  insurers.  For  them,  1997  will 
be  a  year  of  healing.  After  that,  there 
could  be  more  bumps  and  bi-uises. 
By  Keith  H.  Hammonds  in  New  York 


Doctors  may  be  good  at  cutting  costs 


but  the  effects  on  quality  are  uncertain 
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From  telephony  to  TV,  high-tech  gains  will  take  more  time.l 
And  hold  the  megamergers,  too.  Winners  will  learn  to  adapt 
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POSITIVES  ►Fom^« 

markets  for  Hollywood 
products  will  expand 

►  Price  cuts  and  added 
features  will  swell  the  mar- 
ket for  online  services 

►  Strong  satellite-TV  sales 
will  continue  following 
rebates  and  price  cuL^ 


NEGATIVES  ►^roa  : 

networks  will  continu  it 
lose  market  share 
►  Higher  rates  and  sit 
rollout  of  new  technol  " 
will  hamper  cable  TV 
Hollywood  will  set 
spending  records  on  t 
films 


For  media  executives,  new  tech- 
nologies are  looking  a  lot  less  ex- 
citing than  they  did  only  months 
ago.  Remember  digital  compres- 
sion and  cable  modems?  How  about 
shopping  by  television?  Or  cable  TV 
from  yoiu-  phone  company?  They're  still 
coming,  but  not  as  fast  as  once  promised. 
Even  backers  of  direct-broadcast  satel- 
lite TV  ai'e  downsizing  expectations.  Re- 
ality has  set  in. 

Telephone  companies,  worried  these 
days  about  defending  their  traditional 
turf,  vnll  scale  back  their  attack  on  cable 
in  1997.  And  cable — larded  with  hefty 
debt  biu'dens  and  fiustrated  by  the  slow- 
er-than-anticipated  development  of  digi- 
tal technologies — will  be  cautious  about 
offering  new  products.  Consumers  don't 
seem  to  have  the  money  to  buy  them. 
SKY  STRIKE.  After  a  i-ush  of  megadeals 
that  coupled  Walt  Disney  with  Capital 
Cities/.ABC  and  SeagTam  with  mca,  deal- 
makers  will  have  less  to  do  in  1997. 
"This  will  be  a  year  to  sort  things  out," 
says  Harold  L.  Vogel,  an  entertainment 
analyst  at  Cowen  &  Co. 

However,  not  all  will  be  quiet  on  the 
media  front.  By  October,  New-s  Corp. 
Chief  Executive  Rupert  Miu-doch  plans 
to  launch  his  satellite- delivered  American 
Sky  Broadcasting  senice,  his  most  ag- 
gressive assault  on  Ameri-'an  airwaves 
since  the  1987  introduction  the  Fox 
Broadcasting  Co.  network.  To  get  his 
bird  aloft,  however,  Miu'doch  needs  some- 
one to  shai'e  the  .$2  billion  j^rice  tag  now 
that  joint-partner  MCi  Communications 
Con:),  wants  to  reduce  its  stake  so  it  can 
merge  with  British  Telecommunications 
PLC.  Among  the  companies  Mmxloch  has 
been  talking  to  are  Disney  and  regional 
Bells  Ameritech  and  Bell  Atlantic. 
After  more  than  doubling  the  number 
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of  subscriber  last  yeai;  sateIlite-T\'  com- 
panies will  settle  for  more  modest 
gi'owth  this  yeai' — perhaps  a  40%  rise,  to 
4.8  million,  predicts  Jimmy  Schaeffler,  a 
digital  analyst  at  The  Carmel  Group. 
Even  with  hefty  price  cuts.  General  Mo- 
tors Coip.'s  Hughes  Electronics  recently 
dowTigi-aded  projections  for  1996  sales 
of  its  Dii-ecT\'  system  by  23%.  Startup 
EchoStar  Communications  Corp.,  with 
285,000  subscribei"s,  will  likely  go  looking 
for  a  well-capitalized  partner,  such  as 
Mmtloch,  a  regional  BelJ,  or  even  a  cable 
giant  such  as  Tele-Com- 
munications Inc.,  Schaef- 
fler figiu-es. 

TCI,  like  much  of  the 
cable  industiy,  could  use 
an  injection  of  subscribei-s 
from  satellite  TW  The  ca- 
ble industiy  added  a  lack- 
luster 1.5%.  to  its  64  mil- 
lion households  in  1996 
and  will  do  about  the 
same  this  year,  says  Paul 
Kagan  Associates  analyst 
Sharon  Arnibiust. 

Other  senices  that  ca- 
ble had  been  counting  on 
for  a  revenue  boost  aren't  likely  to  pay 
off  in  1997.  High-speed  senices  provid- 
ed by  cable  modems  will  get  tests,  such 
as  TCi's  Hartford  effort,  but  it  will  hard- 
ly be  the  $200  million-a-year  business 
this  year  that  Ar-mbiiist  predicted  ear- 
lier in  1996.  Instead,  she  sees  it  adding 
a  mere  .$50  million. 

TCI  has  become  the  industiy's  amazing 
shiinking  company,  spinning  off  its  satel- 
hte  unit  and  preparing  to  spin  off  its 
foreign  and  progi-amming  units.  It  will 
likely  use  them  to  raise  capital  in  '97. 
Time  Wamer  Inc.,  the  nation's  second- 
largest  cable  system,  will  hkely  spin  off 
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its  entire  13  million-subscriber  sy 
As  for  buyers,  that's  anyone's  gues 

The  one  silver  lining  for  the  cat  t 
dustry  is  that  the  phone  compi 
once  considered  Cable  Enemy 
aren't  engaging  in  hostihties.  Tele 
consortium  of  telephone  companie 
scaled  back  and  might  soon  dis 
Only  one  of  its  thi'ee  partners,  I 
Telesis  Group,  will  move  forwar 
gi'essively  with  wii-eless  cable — o£ 
the  TV  sei-vice  in  March  to  an  estii 
5  milhon  homes  in  Southern  Calif' 
Traditional  broa 
networks  will  enj 
continued  revival,  d 
losing  a  bit  more  m 
share.  Even  withoi 
benefit  of  the  Oly: 
and  a  Presidential 
tion,  network  ad 
will  rise  by  4%,  to 
billion,  predicts  Roti 
Coen,  senior  vice 
dent  of  McCann-Eri 
Worldwide  adver 
agency.  "The  er 
downsizing  is  over, 
panies  are  looking 
|)and  their  bi-and  names,"  says 
economist  Arthur  Gruen,  presid< 
Wilkofsky  Gruen  Associates. 

General  Electric  Co.'s  Na 
Broadcasting  Co.  will  expand  inl 
tionally  and  add  cable  channels.  < 
also  on  the  prowl  for  cable  net 
but  needs  more  cash.  After  being 
off  from  Westinghouse,  the  nel 
might  seek  investments  from  pro. 
mers  seeking  distribution.  One  ; 
cash-rich  partner  is  Seagram  unit 
versal  Studios  Inc.,  which  war 
guarantee  air  time  for  its  new',; 
vived  T\  -progTamming  arm. 
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film  industry  will  set  spending 
;  in  1997.  Seven  films  will  carry 
illion  budgets,  including  director 
Cameron's  $125  million  Titanic 
[■amount  and  two  volcano  films 
ill  compete  in  February:  Fox's 

0  and  Universal's  Dante's  Peak, 
it  the  only  ones  not  complaining 

1  top-tier  actors  and  directors. 
Schwarzenegger  will  take  home 

k  on  a  minute  for  his  estimated  25 
:  5  of  film  time  as  the  villain  Mr. 
,  in  Warner  Bros.  Inc.'s  Batman 
'  jbin.  Director  Steven  Spielberg 
■  ily  earn  twice  that  amoimt  after 
I  ig  royalties  for  his  Jurassic  Park 

The  Lost  World,  for  Universal. 
1  ios  will  pursue  moviegoers  with 
Tiated  440  to  460  films,  says  box- 
ollower  Exhibitor  Relations  Co., 
ly  as  29  more  than  the  431  re- 
in 1996.  Foreign  markets  will 
.  le  strong,  and  there's  always  the 
ideo  market. 

>NING.  About  tht  only  thing  that 
to  be  growing  faster  than  movie 
3  these  days  is  the  sign-on  rate 
ne  senices.  The  numbers  of  U.  S. 
I  olds  logging  on  jumped  60%  in 
I  )  15.4  milhon  homes,  says  Jupiter 
i  inications  Co.  In  1997,  online  sub- 
1 5  will  jump  by  an  additional  46%, 
1  milhon,  and  generate  a  robust 
Uion  in  revenues,  says  Jupiter 
I  ng  Director  Kurt  Abrahamson. 
irtising  will  make  its  fii'st  notice- 
npact  on  the  industry,  nearly 
;  to  become  a  $1.1  bilhon  busi- 
ays  Jupiter's  Abrahamson.  But 
money  must  wait  until  consimiere 
ling  to  pay  for  specific  programs, 
5  games,  or  for  service  charges, 
laster  and  American  Express  Co. 
)eriment  vdth  seivice  fees  in  1997, 
i  business  will  barely  pass  $300 
in  1997,  says  Abrahamson. 
e  consumers  sort  out  then*  pref- 
,  online  access  companies  will  con- 
)  struggle.  Compusei-ve  has  exited 
isumer  business  and  may  shrink 
Prodigy  Sei-vices  Co.  is  on  shaky 
,  too.  Even  America  Online  Inc., 
Lion's  largest  service,  could  find 
;tly  different  in  1997  (box).  One 
o:  AT&T  buys  aol's  network  sys- 
iving  the  content-crazed  company 
s  on  delivering  new  seiMces  to 
lie.  Disney  may  want  AOL  as  well, 
tes  David  Simons,  managing  di- 
of  Digital  Video  Investments, 
nation's  newspapers,  meanwhile, 


HAVE  AOL,  WILL  TRAVEL 


As  a  co-founder  of  MTV  in  1981, 
Robert  W.  Pittman  helped  make  cable 
television  part  of  everyday  life  for 
millions  of  people.  Now,  he's  trying  to 
do  the  same  for  online  computer  ser- 
vice as  the  new  president  of  America 


THE  VISION  THING:  Turning  up  the  heat  unlun 


Online  Inc.'s  AOL  Networks.  Pittman 
hopes  to  engender  MTV-like  loyalty  to 
AOL — but  not  by  turning  the  service 
into  just  a  cyber-version  of 
a  TV  channel.  "Online  is  not 
just  an  entertainment  medi- 
um," he  says.  "It's  a  'make 
my  life  more  convenient'  medium." 

In  mid-1997,  AOL  will  roll  out  a  cus- 
tomized "newspaper"  called  Driveway, 
Based  on  an  individual's  interests,  AOL 
will  pull  together  information  and  send 


PROFILE 

BOB  PinWAN 


the  data  in  regular  updates  to  the 
member's  personal  computer. 

And  AOL  will  expand  its  Digital  City 
Inc.  service  to  30  cities  this  year,  giv- 
ing members  information  on  every- 
thing from  local  restaurants  to  traffic 
jams. 

Mail  and  chat  will 
get  more  lively,  too. 
This  year,  AOL  will 
offer  a  service  that 
allows  two  members  to 
speak  to  each  other 
instead  of  typing  mes- 
sages. The  company 
will  also  roll  out  a 
video  version — albeit 
in  jumpy,  four-frames- 
per-second  video. 

While  Pittman  fig- 
ures that  usefulness 
will  be  AOL's  hook,  he 
will  still  look  for  the 
right  entertainment 
formula.  New  Line 
Television  Inc.,  for 
instance,  created  a  Generation  X 
online  news  and  entertainment  chan- 
nel with  AOL  called  the  Hub.  "The 

future  of  the  online  world  is 
branded  destinations"  like 
the  Hub,  says  New  Line  Tele- 
vision President  Robert  Fried- 
man. That's  more  easily  said  than 
done.  As  Bob  Pittman  knows,  for  every 
MTV  there  are  a  thousand  has-beens 
and  never-weres. 

By  Amy  Barrett  in  Washington 


will  retiuTi  to  pi-ofitabihty  by  going  back 
to  basics.  Newsprint  prices  vdll  fall  by 
15%  to  20%,  helping  to  prop  up  news- 
papers that  weathered  the  circulation 
downturn  of  the  early  and  mid-'90s.  In 
1997,  overall  cu'culation  losses  will  large- 
ly bottom  out,  figures  investment 
bankers  Veronis,  Suhler  &  Associates. 
Advertising  will  increase  by  6%-,  to  $46 
billion,  predicts  McCann-Erickson's  Coen. 
Adding  subscribers  has  taken  on  new 


urgency  for  major  newspapers  includ- 
ing The  Los  Angeles  Times,  The  New 
York  Times,  and  Chicago  Tribune.  Each 
predicts  larger  operating  profits  in  the 
coming  year. 

The  media  industry's  futui-e  isn't  ar- 
riving as  quickly  as  everyone  pr-edicted. 
Companies  that  can  adapt  should  do  fine. 
For  other's,  it  could  be  a  difficult  year. 

By  Ronald  Grover  in  Los  Angeles, 
with.  Amy  Barrett  in  Washington 


llywood  will  break  records  for  profligate  spending: 


Seven  movies  will  carry  $100  million  budgets 


SERVICES 


imLITIES 


Power  companies  are  producing  lots 
of  cash,  and  regulators  are  treating 
them  gently.  But  the  public  may  cry  foul 
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INCLUDES  ELECTRICITY,  GAS,  WATER,  &  SEWER 


PRODUCTIVITY 

THOUSANDS  OF 
■96  DOLLARS 
PER  EMPLOYEE 


DATA;  DRI/McGRAW-HILL 


POSITIVES  ►  Mergers 
between  electric  utilities 
will  bring  down  costs 
►  State  regulators  are 
socking  customers,  not 
shareholders,  with  the  bill 
for  utility  assets  that  are 
rendered  uncompetitive  by 
deregulation 


NEGATIVES  ►  Utili 
with  h  igh-priced  elect 
face  long-term  probler, 

►  Uncertainty  about  i 
ulation  will  leave  mai 
utilities  paralyzed 

►  Residential  customi 
may  rebel  ifrestructw 
isn't  benefiting  them 


For  all  the  talk  of  timnoO  caused  by 
deregulation,  the  $210  billion  U.  S. 
electric-utility  industiy  should  gen- 
erate healthy  profits  again  in  1997. 
With  competition  still  mainly  theoretical, 
many  power  companies  will  continue 
charging  more  for  electricity  than  a  fi"ee 
market  would  bear  Most  can  pass  along 
higher  fuel  costs  to  customers.  And  util- 
ities have  declared  a  near  moratorium 
on  new  generating  plants  and  transmis- 
sion lines.  That  means  they  have  plenty 
of  free  cash  flow  to  repiu'chase  debt  and 
equity  or  snap  up  other  electric  and  gas 
companies  at  home  and  abroad. 

All  told,  it's  hardly  an  industiy  in  se- 
vere pain.  The  average  retirni  on  equity 
of  U.S.  utilities  should  reach  11.8%  this 
yeai',  continuing  a  steady  rise  fi'om  9.6% 
in  1993,  says  Bear,  Steams  &  Co.  ana- 
lyst Dan  Scotto.  Take  fpl  Group  Inc., 
parent  of  Florida  Power  &  Light  Co. 
With  a  healthy  local  economy  and  sup- 
portive regulators,  fpl  should  post  eam- 
ings-per-share  growth  of  6%<  this  year, 
says  analyst  Ronald  S.  Tanner  of  Balti- 
more-based Legg  Mason  Inc. 
PICK  UP  THE  TAB.  Happily  for  utilities, 
competition  is  coming  as  a  tepid  bath, 
not  the  cold  showei'  many  had  feared. 
California  set  the  tone  in  1996  with  pas- 
sage of  a  law  pi'otecting  the  state's  util- 
ities and  their  shareholdei's  from  footing 
the  bill  for  generating  plants  that  are 
"stranded" — rendered  obsolete — by 
cheaper  power  sources.  Customers  must 
keep  paying  for  obsolete  plants  even  if 
they  start  buying  their  electricity  from 
someone  else.  The  theory  is  that  utilities 
built  the  plants  in  gootl  faith,  thinking 
they  needed  to  supply  juice  to  all  the 
customers  in  their  territory. 

State  regulators  can  still  foi'ce  utilities 
to  pick  up  the  tab  for  investments  that 
ai"e  judged  obviously  unwise.  Still,  utih- 
ty  lobbyists  like  what's  happening  in 


California  and  other  states  in  the  van- 
guard— Massachusetts,  New  Hampshii'e, 
Pennsylvania,  and  Rhode  Island. 

Fresh  from  reforming  telecom  in 
1996,  Congress  will  turn  to  electricity 
this  year  Representative  Dan  Schaefer 
(R-Colo.)  is  pushing  a  bill  that  would 
give  states  a  deadline  of  Dec.  15,  2000, 
to  begin  letting  customers  choose  be- 
tween electricity  suppliers.  Another  bill, 
to  repeal  the  Public  Utility  Holding 
Company  Act  of  1935,  would  accelei'ate 
industry  consohdation  by  making  utility 
mei'gers  easier  to  pull  off. 

Residential  consumer's  won't  benefit 
as  much  as  industry  fi-om  utility  der-eg- 
ulation.  Last  fall,  the  Washington  In- 


ternational Ener'gy  Gr'oup  Ltd.  c( 
fancy  asked  utility  executives  wh 
competition  would  significantly  r 
the  avei'age  family's  electric  bill 
82%  said  no. 

If  the  general  public  starts  dei 
ing  better  tr-eatment,  lawmakers 
r-egulators'  benevolence  toward  ut 
may  fade.  So  utilities  may  move  q 
in  1997  to  lock  in  deals  vrith  their  s 
"There's  a  first-mover  advantage,' 
Howai'd  P.  Kagan,  a  partner  in  t 
vestment-banking  boutique  of  McJ 
&  Miles  Inc.  in  New  York.  "The 
utihties  are  not  going  to  do  as 
Expect  lots  of  politicking  this  yeg 
By  Peter  Coy  in  Neu 


STEAM  IS  MONEY 


At  a  time  when  electric  utilities  are 
drowning  in  capacity,  Thomas  R.  Cas- 
ten  is  making  matters  worse.  He's 
building  power  plants  that  are  far 
more  efficient,  and  he's  using  a  tech- 
nology that  the  utilities  have 
ignored  for  years. 

Casten  is  president  and 
CEO  of  Trigen  Energy  Corp. 
in  White  Plains,  N.  Y.  Trigen 
builds  plants  that  sell  the  main  by- 
product of  electricity  production — 
heat — instead  of  throwing  it  away.  So 
up  to  90%  of  the  energy  that  goes  in 
comes  out  as  a  usable  product,  vs. 
efficiency  of  50%  or  less  for  conven- 
tional plants.  Trigen  earned  about  $10 
million  on  $177  million  in  revenue 
through  the  first  nine  months  of  1996. 

Trigen's  plants  are  near  customers 


FOCUS 

TRIGEN  ENERGY 


in  need  of  steam  for  heat  and  chillt 
water  for  air-conditioning  in  additi 
to  electricity.  A  Trigen  partnership 
with  Nation's  Energy  Corp.  supplies 
steam  and  electricity  to  Coors  Brew 
Co.  in  Golden,  Colo. 

Although  utilities  know 
how  much  heat  generatin 
plants  throw  off,  their  pi 
are  usually  too  big  to  be 
located  near  customers.  But  one  b 
utility,  Cincinnati-based  CINergy 
Corp.,  announced  in  December  th? 
it  would  team  with  Trigen  to  build 
a  bunch  of  the  bite-size  plants, 
which  will  steal  customers  from 
established  power  companies.  Sa) 
CINergy  CEO  James  E.  Rogers:  " 
don't  get  invited  out  much  to  play 
golf  with  other  CEOs." 
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SERVICES 


ti^T'A  TT  T\Tr^  Happy  days  are  here  for  merchants, 
U  l/\lljliM  vJ  but  they  still  face  an  overabundance 
tores  and  growing  consumer  debt 


N 
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EXCLUDES  EATING  AND  DRINKING  PLACES  AND  FOOD  STORES 


PRODUCTIVITY 

THOUSANDS  Of 
'96  DOLLARS 
PER  EMPLOYEE 


DATA:  DRI/McGRAW-HILL 


POSITIVES  ►  Consumer 
confidence  is  strong,  and 
unemployment  is  low 
^Apparel  sales  should 
continue  to  pick  up  as 
retailers  introd%ice  fresher 
fashions 

►  Luxury  goods  will  sell 
well  again 


NEGATIVES  ►  Consiimer 
debt  loads  are  near  an  all- 
time  high,  dampening  abil- 
ity to  spend 

►i4  dip  in  housing  starts 
could  hurt  sales  of  furni- 
ture and  appliances 
>-No  consumer  electronics 
products  are  super-hot 


3r  one  of  its  worst  recessions  in 
emoiy,  retailing  picked  up  slight- 
in  1996.  A  soaiing  stock  market 
id  low  unemployment  translated 
)roved  consumer  confidence.  Ap- 
les  recovered,  luxuiy  goods  con- 
.0  sell,  and  even  specialty  retail- 
ived  signs  of  a  comeback, 
itry  experts  and  retailers  expect 
rends  to  continue  through  the 
If  of  this  year.  But  a  weaker 
Y  in  the  second  half  could  slow 
ain.  James  M.  Zimmerman,  pres- 
■  Federated  Department  Stores 
idicts  that  1997  "will  be  more  of 
e" — that  is,  moderately  healthy. 
E.  Steidtmann,  chief  economist 
igement  Horizons,  woiries  about 
lie  economic  slowdown  and  con- 
lebt.  "It's  sort  of  like  termites 
iway  at  the  porch.  The  porch 
,  K.  until  you  step  on  it."  In  ad- 
he  industry  still  faces  the  long- 
end  of  having  too  many  stores, 
lann  estimates  retail  sales  will 
^  in  1997,  compared  with  an  es- 
5%  jump  in  1996,  based  on  the 
:ion  of  a  slower  economy  in  the 
tialf.  Profit  grovrth,  he  says,  will 
^0  lower  after  rising  in  1996. 
-end  retailers  from  the  Gucci 
;o  Neiman-Marcus  and  Tiffany 
ected  to  continue  flying.  Gucci's 
aped  81%  for  the  nine  months 
October,  1996,  and  should  rise 
i  yeai*,  says  analyst  Janet  Joseph 
iburg  at  Robertson,  Stephens  & 
any  ceo  William  R.  Chaney  also 
15%  sales  gr-owth  this  year 
Lagnado,  publisher  of  the  Tac- 
iail  Monitor,  an  industry  news- 
'xpects  apparel  sales  to  remain 
:hrough  1997.  Specialty  appar-el 
5  from  Gap  to  The  Limited  to 
lor  Stor-es  (box)  are  expected  to 


In  a  glutted  retail  market,  most  of 
the  gr'owth  at  Wal-Mart  Stores  Inc.  will 
be  in  superx-enter-s — combination  gr-ocery 
and  gener-al  merx-handise  stor-es.  Inter'- 
national  oper-ations,  with  sales  of  about 
$7  billion  last  year,  ar"e  still  tiny  relative 
to  Wal-Mart's  size  and  marginally  prof- 
itable because  of  heavy  startup  costs. 
Nat  West  Securities  Cor-p.  predicts  Wal- 
Mart's  sales  will  gr'ow  10%i  this  year,  to 
$115  billion.  Kmart  Corp.  pulled  itself 
out  of  a  hole  last  year".  Analysts  like  its 
debt  r'estrnctiu"ing,  cost-cutting,  and  new 
merchandising  str-ategy.  Salomon  Br-oth- 
er's  Inc.  says  Kmart's  earTiings  wUl  mor"e 
than  triple,  to  $484  million,  on  a  6% 
sales  gain,  to  $36.2  billion.  Nesbitt  Bums 


Secmities  Inc.  in  Chicago  predicts  Sear-s, 
Roebuck  &  Co.  will  see  earnings  rise 
15%,  to  $1.5  billion. 

Home  furniture  sales  should  slow  as 
housing  starts  dip,  but  consumers  are 
Hkely  to  continue  spending  on  lamps, 
sheets,  and  mirrors.  Pier  1  Imports  Inc. 
expects  its  sales  to  gr-ow  12%  this  year, 
to  just  over  $1  billion,  according  to 
Southwest  Securities  Inc.  As  for  elec- 
tronics, the  absence  of  a  hot  new  gadget 
and  slow  gr-owth  of  home-computer  sales 
could  continue  to  hurt  the  likes  of  Cir-- 
cuit  City  Stor-es  Inc.  and  Tandy's  Com- 
puter City.  All  in  all,  retailer-s  will  have 
to  work  hard  for  the  money  in  1997. 

Bij  Lori  Bongiorno  in  New  York 


A  STITCH  IN  TIME 


Subdued  gabardine  trousers,  silk 
blouses,  and  classic  cotton  shirts 
hang  from  the  racks  of  AnnTaylor 
Stores  Corp.'s  311  outlets  these  days 
That's  a  far  cry  from  the  cropped 
T-shirts  and  leather  jackets 
AnnTaylor  sold  a  year  ago. 
It's  a  sign  that  the  company 
is  back  on  track  after  18 
months  of  sales  and  earn- 
ings disappointments  and  manage- 
ment turmoil. 

AnnTaylor's  fall  and  recovery  is  typ- 
ical of  what  happened  with  women's 
specialty  clothing  stores,  although  it 
was  also  plagued  by  internal  prob- 
lems. The  women's  stores  suffered — 
in  part  because  women  didn't  like  the 
clothes  being  offered. 

Now,  women  are  buying  again.  And 


New  York-based  AnnTaylor  is  winning 
back  its  customers,  says  lanet  loseph 
Kloppenburg,  a  retail  analyst  at 
Robertson,  Stephens  &  Co. 
AnnTaylor  was  hurt  by  an  attempt 
by  former  Chief  Executive 
FOCUS        ^^"^  Frame  Kasaks  to  expand 

  too  quickly.  In  August, 

ANNTAYLOR       Kasaks  resigned  as  CEO  and 
was  replaced  by  President  J. 
Patrick  Spainhour,  the  former  CFG  of 
Donna  Karan  International.  In  1996, 
AnnTaylor  earned  about  $13  million, 
compared  with  an  $876,000  loss  in 
1995.  This  year,  Kloppenburg  expects 
profits  at  AnnTaylor  to  jump  62%,  to 
$21  million,  on  an  11%  sales  rise,  to 
$888  million.  Of  course,  that  depends 
on  whether  the  right  clothes  remain  in 
its  stores. 
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TRANSPORTATION  ' 


last  year's  smooth  ri( 
for  airlines  and  railroads.  And  in  trucking,  two  years  of  b 
road  will  soon  be  a  memory 

PROGNOSIS  1997 


PRODUCTIVITY 

THOUSANDS  OF 
'96  DOLLARS 
PER  EMPLOYEE 


96  '97 


DATA;  DRI/McGRAW-HILL 


POSITIVES  Healthy 
demand  and  slow  capacity 
growth  should  mean  strong 
profits  for  airlines 
>■  Relentless  cost-cutting 
will  help  railroad  margins 
►  With  less  capacity,  truck- 
ers should  get  modest  price 
hikes  to  stick 


NEGATIVES  P^High 

costs  may  persist,  pin 
all  transportation  sec 
>  Proposed  changes  i 
airline-ticket  taoc  cow 
costly  for  low-fare  cai 
driver  shortage  a 
higher  wages  will  hwi 
some  trucking  compa 


For  airlines  and  railroads,  1997  is  a 
year  of  deja  vii.  Merger  talks  and 
speculation  are  again  roiling  both 
industries,  while  healthy  demand 
and  cost-cutting  bode  well  for  profits. 
Ti'uckers  look  to  leave  two  lackluster 
years  in  the  dust. 

Strong  tailwinds  are  pushing  the  air- 
line industiy  foi-waixl.  David  A.  Swieren- 
ga,  chief  economist  at  the  Air  Ti'anspoit 
Assn.,  figures  traffic  on  U.  S.  carriers 
will  gi-ow  about  3.5%  this  yeai;  thanks  to 
a  healthy  economy.  That's  down  from 
last  year's  7%  gi'owth,  which  was  boost- 
ed by  the  eight-month  disappeai-ance  of 
the  federal  ticket  tax.  But  the  slowdown 
in  growth  is  causing  little  concern, 
thanks  to  the  au'lines'  cautious  expansion 
plans.  Swierenga  forecasts  capacity  ex- 
pansion of  about  3.5%.  Analyst  Susan 
M.  Donofiio  at  Nat  West  Securities  Corp. 
predicts  the  10  major  U.  S.  airlines  will 
see  net  profits  of  $4.5  billion,  up  from  a 
record  $3.5  biUion  in  1996. 
WILD  CARD.  That  rosy  profit  forecast 
assumes  the  airlines  won't  reignite 
merger  talks.  In  recent  months.  Conti- 
nental Airlines  and  Delta  Air  Lines  Inc. 
explored  a  possible  maniage,  although 
the  talks  went  nowhere.  Some  analysts 
beheve  the  industry  is  ripe  for  consoli- 
dation. But  mergers  can  cost  money  in 
the  short  run  and  heap  more  debt  on 
weak  balance  sheets.  In  the  meantime, 
U.  S.  earners  are  looking  abr-oad  for  al- 
liances. American  Airlines  Inc.'s  pro- 
posed link  with  British  Airways  PLC 
awaits  the  outcome  of  U.  S.-British  talks 
to  hberahze  a  restrictive  niation  treaty. 

One  industry  wild  card  is  the  fate  of 
the  10%  ticket  tax,  which  was  sched- 
uled to  expire  again  at  the  end  of  1996. 
The  biggest  airlines  are  pushing  a  new 
tax  foiTHula  that  would  boost  the  costs 


of  low-fare  carriers  such  as  Southwest 
Airlines  Co. 

In  the  railroad  business,  too,  mergers 
are  a  hot  topic.  In  the  East,  Norfolk 
Southern  Corp.  and  csx  Corp.  are  bat- 
tling for  Conrail  Inc.  In  the  West,  man- 
agers at  Union  Pacific  Corp.  still  stnig- 
gle  to  digest  Southern  Pacific  Rail  CoiiJ. 
Net  income  for  the  eight  lai'gest  caniers 
will  gi-ow  about  17%  this  year,  to  $6.4 
bilhon,  on  a  sales  gain  of  3.5%',  to  near- 
ly $33  billion,  predicts  Nat  West  Secmi- 
ties  analyst  Anthony  B.  Hatch.  "We  are 
in  a  rail  renaissance,"  Hatch  says. 

Even  the  trucking  industry  seems  to 


be  steering  into  better  times  aftt 
yeai-'s  higher  fuel  prices  and  harsl 
ter  weather.  Cost-cutting  and  str 
demand  should  help,  figures  Lo 
Esposito,  vice-president  of  sal 
Roadway  Express  Inc.  Roadway 
plans  to  boost  rates  5.7%  in  Ja; 
Still,  a  driver  shortage  will  hurt 
companies.  To  stem  driver  tur 
J.  B.  Hmit  Transport  Sei-vices  Inc. 
to  boost  pay  an  average  32%  start 
Febinary.  In  tincking,  it  looks 
drivers  will  fare  best  of  all. 

By  Wendy  Zellner  in  Dallas 
Joseph  Weber  in  Philadelphia 


THE  HIGH  COST  OF  SAFETY 


Following  the  crashes  of  ValuJet 
Airlines  and  Trans  World  Airlines  jets 
in  1996,  the  U.  S.  aviation  industry 
faces  tough  new  federal  regulations 
in  the  new  year  on  security  and  the 
transport  of  hazardous 
materials.  While  increasing  TREND 

safety,  the  measures  will   

make  air  travel  more  expen-  REGULATIONS 
sive  and  less  convenient — 
hardly  a  formula  for  helping  airlines 
increase  passenger  miles  and  profits. 

The  first  regulatory  response  to  the 
air  disasters  came  on  Nov.  26,  when 
the  Federal  Aviation  Administration 
announced  tougher  rules  to  prevent 
terrorists  from  sneaking  bombs  onto 
planes.  That  was  one  theory  behind 
TWA's  crash,  but  now  investigators 
think  it  was  a  mechanical  problem. 


This  month,  FAA  officials  and  a 
commission  headed  by  Vice-Presid 
Al  Gore  are  expected  to  recommenc 
system  for  matching  bags  to  passf 
gers.  Other  rules  include  using  bor 
detecting  dogs,  screening 
out  hazardous  materials 
from  cargo  holds,  and  cer 
tying  security  companies. 
A  bag-matching  systerr' 
alone  could  cause  big  delays  and  ( 
some  $2.6  billion  a  year,  accordinii 
a  study  by  the  FAA.  Says  David  Fus 
cus,  a  spokesman  for  the  Air  Trans- 
port  Assn.,  which  represents  major 
carriers:  "It's  all  going  to  cost 
money."  But  safety  may  be  the  one 
thing  that  the  flying  public  is  more 
than  willing  to  pay  for. 

By  Christina  Del  Valle  in  Washio; 
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DUMP  THEM,  YOU  BREAK  THE  LAW.  RECYCLE  IMPROPERLY,  YOU  BREAK  THE  LAW. 
MEANWHILE,  MORE  TIRES  JUST  CAME  IN. 


ler  your  company  produces  waste,  tries  to  recycle 
ends  on  a  steady  supply  oi  raw  materials,  your  business 
to  be  affected  by  environmental  controls, 
here  are  thousands  of  regulations,  both  in  the  U.S.  and 
>,  designed  to  protect  the  environment.  These  environ- 
;tandards  are  in  a  constant  state  of  flux,  and  can  have 
1  ling  risk  implications  for  all  kinds  of  businesses, 
ortunately,  AIG  specializes  in  designing  the  kind  of 
'o\  praaes  \'ou  need  to  cope  successfulK'  w  ith  champs 


conditions.  In  fact,  AIG  is  the  only  worldwide  insurance  and 
financial  organization  that  helps  manage  your  business  risks 
w  ithab  road  range  of  customized  services.  Services  like  cleanup 
cost  cap,  hedging  and  market-making  in  commodities  and  stop- 
loss  protection.  And  we've  got  the  top  financial  ratings  to  back 
us  up.  So  we'll  be  there  to  help  keep  your  busi- 
ness rolling  along. 


WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

A:ii"';i:  111  lnlernalion.il  Group,  Inr. .  Dept  A,  10  Pine  Street.  New  Ymk,  NY  I 


SERVICES 


T7l/^r\T\  As  Americans  eat  more  food  prepared  away 
r  \J\JIJ  from  home,  restaurants,  fast-food  outlets,  and 
supermarkets  are  flighting  for  a  share  of  your  stomach 
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EMPLOYMENT 

MILLIONS  OF 
WORKERS 


PRODUCTIVITY 

THOUSANDS  OF 
96  DOLLARS 
PER  EMPLOYEE 


DATA:  DRI/McGRAW-HILL 


POSITIVES  ►  Consumers 
are  buying  more  ready-to- 
eat  meals  instead  of  doing 
their  own  cooking 

►  Diners  may  step  up  to 
better  fare  and  innovative 
restaurant  concepts 

►  Food  manufacturers  see 
profits  in  food  service 


NEGATIVES  ^Purve 

have  added  outlets  at  a 
faster  rate  than  sales 
growth  can  sustain 

►  Food-service  sales 
growth  is  slowing 

►  Consumers  may  resi 
higher  prices  in  spite  t 
beefed-up  marketing 


It's  10:30  a.m.  on  Chicago's  North 
Side,  and  the  food  court  at  a  Do- 
minick's  Finer  Foods  supermarket 
is  swarming  with  teens.  On  hmch 
break  fi'om  school,  they  pack  the  store's 
stylish  coffee  bar  and  dig  into  pizza, 
burritos,  and  kung-pao  chicken  at  ta- 
bles next  to  the  produce  aisle.  "I  go 
out  to  eat  a  lot,"  says  Elsie  Soto,  an 
18-year-old  college  student,  clutching  a 
white  carton  of  stir-fried  veggies. 

Corporate  America  has  its  eye  on 
trendsetters  like  Soto.  As  Americans 
eat  more  food  prepared  away  from 
home,  more  players  ai"e  going  after  then- 
business.  Supermarket  chains  are  cut- 
ting back  grocery  offerings  to  make 
room  for  take-out  meals.  Food  manu- 
facturers are  stepping  up  their  food- 
service  business.  And  restaurant  chains 
are  spending  billions  on  expansion. 
PITCHED  BATTLE.  But  the  expansion 
comes  ainid  a  slowdown  in  the  gi'owth  of 
food-service  revenues.  The  business  in- 
cludes restaurants,  cafeterias,  and  su- 
permarket delis.  Inflation-adjusted  rev- 
enues will  rise  1.4%  in  1997,  down  from 
a  1.7%  gain  in  '96,  says  the  National 
Restaurant  Assn.  Meanwhile,  the  num- 
ber of  chain  food-service  outlets  will  ex- 
pand by  4.5%,  predicts  Teclinomic  Inc.,  a 
restaurant  consulting  gi"oup.  So  a  pitched 
battle  for  mai'ket  shai-e  looms.  "It's  going 
to  be  ugly,"  predicts  Damon  Bnmdage, 
analyst  at  Nat  West  Securities  Coip. 

Nowhere  is  the  drive  for  market 
shai'e  moi'e  pronounced  than  at  McDon- 
ald's Corp.  The  No.  1  burger  chain 
opened  2,000  U.S.  outlets  in  '95  and 
'9fV  But  in  the  i)ast  year,  McDonald's 
ha.--  seen  comparable-store  sales  drop 
some  :?%,  partly  because  new  stores  ai'e 
canni)  lizing  old  ones.  Jack  Greenberg, 
who  tu  k  over  McDonald's  12,200-unit 
U.  S.  opi  ration  in  October,  pledges  to 
build  at  least  800  more  in  '97.  But 


Bnmdage  predicts  McDonald's  will  ease 
off  soon:  'They  need  to  slow  down." 

The  same  goes  for  casual-dining  chains. 
In  the  last  half  of  '96,  investors  started 
bailing  out  of  Darden  Restaiu'ants,  Lone 
StiU'  Steakhouse  &  Saloon,  and  other  key 
stocks  as  competition  heated  up.  Inde- 
pendent operators  and  small  chains  will 
suffer  most  in  1997.  But  even  big  chains 
can't  be  sui'e  they'll  outlast  rivals. 

This  year  should  answer  questions 
about  whether  consumers  will  pay  more 
for  higher-quality  offerings.  McDonald's 
Deluxe  sandwich  line  is  putting  that 


idea  to  the  test,  with  no  conclusiv 
suits  yet.  Foodmakers  vdll  keep  ex 
menting:  Sara  Lee  Corp.  is  nmnin| 
fee  bars  in  Europe  and  take-out  j 
in  U.  S.  gi-ocery  stores.  Supermai 
will  continue  competing  against  v 
house  clubs  and  take-out  chains. 

Ultimately,  customers  such  as 
will  determine  the  winners.  The  ki 
success  could  be  surprisingly  sn 
"It's  good  food,"  Soto  says  of  her 
meal.  Thriving  in  a  tough  environ 
will  mean  dishing  out  plenty  of  th 
By  Greg  Bunts  in  Ck 


'SOME  ARE  GOING  TO  CRASH' 


Herman  Cain, 
president  of  the 
National  Restaurant 
Assn.  and  former 
CEO  of  Godfather's 
Pizza  Inc.,  spoke 
recently  about  the 
1997  outlook. 
d:  How  will  Capitol 
Hill  affect  your  busi- 
ness in  '97? 
A:  The  way  Congress  is  micromanaging 
big  broad  issues  is  very  scary.  They're 
talking  about  expanding  family  leave. 
The  way  Congress  is  going  about 
health  care  is  piecemeal. 
We've  been  blindsided  so 
many  times, we  get  a  little 
paranoid. 
Q:  What  about  runaway  expansion  in 
the  number  of  outlets? 
A:  There  is  overbuilding.  Because  the 


HERMAN 


public  companies 
driven  by  a  growth 
Co  objective,  some  of 
them  are  taking 
some  chances.  Sorl 
of  them  are  going 
crash. 

Q:  Who  wins? 
S55j  A:  The  new  players 
are  at  a  bigger  dl 
advantage.  They  a 
running  a  substantia!  risk.  The  slo\ 
growth  simply  means  there  will  be 
that  much  more  of  a  shakeout. 
Q:  What  do  customers  want? 

A:  They  want  convenience 
A  quality,  and  good  value  ft 
their  money.  They  will  pay 
more.  But  you  can't  raise 
prices  without  losing  business 
unless  you  do  more  aggressive 
marketing. 
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TTQTMFQQ  QT?P\/TPT?Q  offering  a  broad 
UkJliNlljOO  OIjiIVIVjIjO  menu  of  services 

und  the  world  will  be  a  potent  weapon  as  service 

ipanies  compete  for  talent,  especially  affordable  talent 
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POSITIVES  ►  Tight  labor 
markets  will  lift  demand 
for  temporary  help,  while 
restructuring  will  help 
lawyers  and  accountants 
>■  Large  international 
providers  of  business  ser- 
vices should  win  lots  of 
"outsourcing"  deals 


NEGATIVES  ►  With 
clients  winnowing  suppli- 
ers of  business  services, 
price  competition  between 
suppliers  is  heating  up 
>  Finding  highly  trained 
talent  at  the  ngh  t  price  is 
a  growing  challenge  as 
markets  tighten 


vertising  executive  Brace  Mason 
kes  what  he  hears  from  global 
Dmpanies  like  ibm  and  Mattel  Inc. 
'hey're  spending  more  of  their 
ising  bucks  on  worldwide  mes- 
and  using  fewer  agencies.  That 
his  far-flung  company.  True  North 
anications  Inc.,  parent  of  adver- 
agency  Foote,  Cone  &  Belding. 
lestiny  is  tied  to  the  success  of 
companies,"  says  Mason,  Ti'ue 
.  chairman  and  ceo.  Two-thii-ds  of 
orth's  revenue  and  earnings  come 
0  international  clients.  For  ad 
■s  with  global  reach,  he  predicts, 
e  gi'owth  in  1997  could  hit  nearly 
ouble  the  industry  average, 
h  the  same  is  true  across  the 
ing  business-service  industry, 
ndudes  legal  sei"vices,  accounting, 
sing,  personnel  supply,  engineer- 
ihitecture,  research,  and  consult- 
mpanies  offering  a  broad  menu  of 
;s  around  the  world  should  do 
)verall,  the  industry's  revenue 
grow  about  7.3%,  to  $882  billion, 
ng  to  DRi/McGraw-Hill. 
riC  MARKETS.  To  hold  on  to  or 
business,  service  companies  will 
3  add  sizzle  and  scope — and  not 
to  raise  prices.  At  Big  Six  ac- 
ig  firm  Ernst  &  Young,  Vice- 
lan  John  F.  Ferraro  says  his 
want  everything  fr-om  an  assess- 
f  risk  to  advice  on  mergers.  Law 
ire  competing  fiercely  for  busi- 
inging  from  initial  public  offer- 
litigation,  and  then-  fees  may  be 
r  capped. 

yers  are  benefiting  both  from 
•  activity  around  the  world  and 
c  financial  markets  in  the  U.  S. 
markets  continue  strong  in  1997, 
a  very  good  chance  large  law 


firms  will  continue  to  do  well,"  says 
Duane  C.  Quaini,  incoming  chau-man  of 
462-lawyer  Chicago  firni  of  Soimenschein 
Nath  &  Rosenthal.  Consultants,  too,  will 
benefit  fi'om  rapid  change.  CEO  Fred  G. 
Steingraber  of  A.  T.  Kearney  Inc.  fig- 
ures his  $850  million  company  will  hit  $1 
bilhon  in  revenues  in  1997. 

Temporary-help  companies  are  be- 
coming virtual  human  resource  agen- 
cies, with  multiyear  contracts  to  place 
employees  fi'om  the  factory  floor  to  the 
executive  suite.  Growth  in  1997  should 
again  reach  8%  to  10%.  The  industiy 
will  continue  to  shift  to  higher-qualified. 


higher-paid  placements.  At  Manpower 
Inc.,  gi'owth  in  demand  for  technology 
workers,  at  more  than  $50  an  hour,  is 
ranning  thi'ee  times  the  gi'owth  in  de- 
mand for  factoiy  employees. 

A  big  challenge  for  business-sei-vice 
companies  in  1997  will  be  finding  af- 
fordable talent.  For  example,  wages  for 
new  lawyers  in  big-city  finns  are  rising 
again.  "Competition  for  people  is 
tougher  than  competition  for  clients," 
says  Steingraber  of  Kearney.  Then 
again,  hiring  people  is  a  better  prob- 
lem to  wi'estle  with  than  filling  them. 
By  Richard  A.  Melcher  in  Chicago 


OPENING  A  WINDOW  TO  WORK 


Welfare  reform  presents  an  intrigu- 
ing opportunity  for  temporary-help 
agencies.  Within  five  years,  the  feder- 
al government  wants  half  the  adults 
on  welfare — now  totaling  about  4.6 
million  people — to  be  work- 
ing. Some  big  temporary 
agencies,  mixing  social  and 
business  missions,  plan  to 
help  them  find  jobs. 

Industry  leader  Manpower  Inc.  eval- 
uated about  100  welfare  recipients  in 
its  hometown  of  Milwaukee  before 
sending  them  back  to  the  welfare 
agency  for  placement.  "We've  learned 
quite  a  bit"  from  the  experience,  says 
Chairman  and  Chief  Executive  Mitchell 
S.  Fromstein.  Namely,  that  moving  peo- 
ple off  welfare  is  likely  to  require  as 
much  social  work  as  job  training.  But 


TREND 

HIRING  WELFARE 
RECIPIENTS 


Fromstein  says  that  the  effort  is  worth- 
while. Agrees  Frank  N.  Liguori,  Chair- 
man and  CEO  of  rival  Olsten  Corp.: 
"The  staffing  industry  will  be  instru- 
mental in  welfare  reform  because  of 
the  kinds  of  assignments  we 
have  and  our  ability  to  train." 

Applying  standard  skill- 
assessment  tests,  Manpower 
turned  up  talents — for  tasks 
such  as  assembly-line  inspection — 
that  many  of  the  welfare  recipients 
didn't  realize  they  had.  Although  nei- 
ther Manpower  nor  Olsten  plans  to 
take  on  huge  welfare  contracts,  they 
may  add  training  in  such  "soft  skills" 
as  how  to  get  to  a  job  on  time  and 
work  with  colleagues.  Temp  agencies 
may  help  answer  the  rising  complaint 
that  good  help  is  hard  to  find. 
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liaps  you've  admired  tliem  from  ai'dr:  The  telecommunications  firm  tiiat  set  a  goal 
'9%  system  uptime-and  surpassed  it  Tlie  auto  manufacturer  tiiat  radically  accel- 
ted  its  Ume-to-market  with  a  powerful  new  data  system.  The  financial  services 
cessor  that  gives  institutions  in  20  countries  highly  secure  transactions- 
antaneously.  Granted,  at  DIGITAL  we're  known  for  our  fastest-on-earth, 
a-reliable  AlphaServer"  systems.  But  what  we  really  produce  are  ground- 
aking  competitive  advantages-in  company  after  Fortune  500"  company, 
antages  like         DIGITAL,  WG  ClOll't  jUSt  '^^P 

ake  high-performance  computers, 
tomer  vvo  malio  high-performance  ^^'p^" 

ness  tiiat  comes  with  tiie  CUStOIHOITSH  industiy's  only  ti'ied-and-ti'ue 
tit  servers-whetiier  tiiey're  nmning  DIGITAL  UNIX;  Open  VMS"  or  Windows  NT™ 
t;he  bankable  investment  value  of  high-availability  "clustered"  systems 
1  ited  to  work  every  second  of  every  day.  Or  the  vast  array  of  options 
le  possible  by  our  partnerships  with  other  indushy  leaders 
arally,  we  support  these  business  solutions  with  oui 
I  global  network  of  sei^vice  professionals.  So  call  1-800-DIGITAL.  Make  the 
» to  vwvw.ads.digital.com/chasm.  And  make  the  DIGITAL  edge  your  own. 
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Whatever  it  takes.' 
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tal  Equipment  Corporation.  DIGITAL,  the  DIGITAL  logo,  AlphaServer  anrl  OpenVMS  aip  trarlemarln  and  WhatPvpr  it  lakp^  i^  a  sprvirp  marl  o(  Oiqilal  l^nuipmpnl  rnrp  IINIV  n  i  rpquipipd  ira-tprnirl  tn  il-p  i^nM-rt 
other  countries,  Icensed  exclusively  through  X/Open  Company  Ltd  '.V    <'■.'.''■''..'    <r,   ,      ,.  -         ,,       ,  . 


The  1997  LeSabre. 
Feeling  safe... Being  secure. 


Whether  they're  driving  to  family  reunions  or  going  on  family  vacations,  more  American  families  are  rely 
on  the  safety,  reliability,  and  comfort  of  Buick  LeSabre.  A  full-size  car  that's  full  of  standard  features  — ) 
dual  air  bags,  anti-lock  brakes,  seating  for  six,  and  an  award-winning  3800  Series  11  engine.  Features  mar 
other  cars  offer  only  as  options.  But  when  it  comes  to  a  family's  security,  some  things  should  never 
be  an  option.  That's  the  peace  of  mind  of  Buick  LeSabre.  America's  most  trusted  full-size  car. 
Visit  our  Web  site  at  http://www.buick.com  or  call  1-800-4A-BU1CK. 
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)UIH(i  GM  (  iirp  All  riglits  reserved  Le.Sabre  is  a  registered  Irademark  uf  GM  Ciirp  Buckle  up.  Aiiie 
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mking 


7\  f\  Don't  expect  the  earnings 
/  II  growth  of  '96,  but  the  pace  of 
md  \J  inergers  and  acquisitions 
lid  pick  up,  helping  to  reduce  costs 


Real  Estate/ 
Construction 
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icurities 


1997's  housing  market  should 
fall  just  shy  of  '96's  sizzling 
pace,  and  demand  for  premium 
commercial  space  is  strong 


0 After  years  of  h  ot  growth,  the 
industry  may  be  running  out 
of  steam.  But  bright  spots 
ain-particularly  overseas 


Insurance 


Further  consolidation  should 
boost  overall  flnaricial  health, 
even  as  prices-especially  in 
commercial  lines-continue  to  soften 
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O  A  \TTZT\T/^  If  the  economy  holds  up,  it'll  be  smoot 
DxiiM iVliM vJ  enough  sailing.  But  don't  expect  the 
earnings  growth  of  '96-profits  won't  be  so  easy  to  come  by 
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POSITIVES  ►mfijyac6' 
of  han  king  mergers  sh  ould 
pick  up,  helping  banks  that 
execute  well  to  reduce  their 
costs 

►  Regulators  will  allow 
commercial  banks  to  be 
more  active  in  investmen  t 
banking  and  insurance 


NEGATIVES  >  Reve 
grotvth  will  be  tough  I 
come  by  for  many  bar, 
especially  with  the  ra< 
loan  growth  slowiini 
>■  Rising  loaji-loss  pn 
sions  will  eat  into  pre 
►  Technology  costs  kei 
rising 


Judging  by  their  1996  performance, 
U.  S.  banks  have  never  been 
healthier.  Flush  \\ith  capital,  they 
are  busily  buying  back  theii-  own 
shares.  Loan  problems  seem  manage- 
able. More  efficient  operations  have  cut 
the  cost  of  providing  sendees.  Low  in- 
terest rates  are  spurring  healthy  loan 
demand,  while  lucrative  new  sources  of 
fee  income  are  bt)Osting  the  bottom  line. 

All  this  bodes  well  for  earnings  in 
1997,  especially  if,  as  expected,  the  U.  S. 
economy  keeps  gTowing  moderately  and 
interest  rates  stay  low.  "Bank  profits 
have  been  consistently  nsing.  I  do  not 
see  anything  standing  in  the  way  of 
that,"  says  Hany  V.  Keefe  Jr.,  chief  ex- 
ecutive of  Keefe  Managei-s,  an  investor  in 
financial  institutions. 

Just  don't  be  smpiised  if  profit  gTOwth 
slows  down.  The  main  reason:  revenue 
gi'owth  of  6%  to  7%  in  1997,  vs.  1996's 
heady  14%  to  15%,  says  PaineWebber 
Inc.  analyst  LawTence  W.  Colin.  In  1997, 
he  sees  loan  growth  of  5%  to  6%,  down 
from  1996's  r'obust  8%  to  9%  level.  More- 
over, banks'  fierce  fight  to  make  loans 
is  squeezing  margins.  And  batthng  for 
fees  fi'om  such  areas  as  mergers-and-ac- 
quisitions  advice  and  credit  cards  will 
be  more  cutthroat. 

DOING  DEALS.  With  ]5fofit  gi-owth  slow- 
ing, banks  will  woo  investors  through 
share  buybacks.  Rising  profits  since  1991 
have  spawned  excess  capital.  In  1996, 
banks  spent  some  $20  billion  on  share 
repwchases,  and  that  should  rise  to  near- 
ly $30  billion  in  1997,  says  UBS  Secuiities 
Inc.  Managing  Dii'ector  Gerard  L.  Smith. 

Some  of  the  money  for  buybacks  could 
come  from  secuiities  undei-wiiting  and 
insiu'ance,  two  ai'eas  in  which  banks  are 
making  inroads.  Regulators — and  per- 
haps even  Congi'ess — are  likely  to  speed 
this  process  by  easing  restrictive  lules, 
such  as  the  Glass-Steagall  Act,  the  1933 


law  separating  investment  and  commer- 
cial banking.  Ah-eady,  fee  income  is  im- 
portant at  some  baiiks.  For  instance,  ad- 
vising on  deals  should  be  hot  again  in 
1997.  "All  the  factors  are  in  place  to 
have  continued  strong  levels  of  merg- 
ei-s-and-acquisition  activity,"  says  Thomas 
B.  Ketchuin,  head  of  investment  banking 
in  the  Americas  for  J.  R  Morgan  &  Co. 

Many  banks  will  also  spend  more  on 
technology  to  develop  the  ATM,  phone, 
and  computer-banking  expertise  they'll 
need  to  provide  low-cost  banking  ser- 
vices in  the  futiu'e.  The  entire  industiy 
will  keep  a  tight  rein  on  expenses. 

Banks  will  have  to  keep  a  fiiTn  giip  on 
credit  quality,  too.  Record  pereonal  bank- 


njptcies  in  1996  caused  losses  for  c 
cai'd  lenders,  but  these  are  expect 
stabilize  in  1997,  as  many  issuers 
cut  back  solicitations  and  tightened 
dards.  Commercial  loan  quality  re 
sound.  "Credit  quahty  is  not  really 
to  present  a  problem  for  the  indi 
says  Richard  A.  Zona,  chief  financ 
ficer  at  Fii-st  Bank  System  Inc.  Rei 
are  high,  and  larger  loan-loss  pro\ 
in  1997  should  lift  them  higher 

Of  com-se,  the  economy  could  fa 
kilhng  loan  demand  and  ravaging 
quahty.  But  baning  that,  careful 
dustrious  bankers  can  look  forwi 
another  good  year. 

Bij  Aliso?i  Rea  in  Nei* 


'1 


TAKE  MY  BANK-PLEASE 


It's  the  question  of  the  year  in  corner 
offices:  Is  this  the  time  to  sell  the 
bank?  Stock  prices  are  at  record  levels. 
Earnings  are  stellar.  Capital's  aplenty 
and  loan  trouble  scarce.  Could  there  be 
a  better  time  to  sell — espe- 
cially if  future  revenue 
growth  looks  weak  and  the 
expense  of  required  technolo 
gy  investments  looms  large? 
With  that  in  mind,  many  U.S.  bank 
CEOs  will  sell  this  year.  "We  definitely 
expect  to  see  a  pickup  in  merger  and 
acquisition  activity  in  1997,"  says 
David  S.  Berry,  research  director  at 
Keefe,  Bruyette  &  Woods. 

Prospects  for  revenue  growth  will 
be  key.  "If  you  can't  grow  the  revenue 
line,  then  selling  out  is  a  viable  alter- 
native," says  C.  Dowd  Ritter  chair- 


man  and  CEO  of  AmSouth  Bancorp 
He  says  his  own  bank  can  stay  ind| 
pendent  as  long  as  its  shareholder 
and  customers  are  satisfied. 
There  is  no  lack  of  buyers,  especil„j, 
since  the  market  has  favoi 
TREND        big  banks  that  would  be  tf 

  most  likely  acquirers.  "Bar 

BANK  MERGERS  with  larger  capitalizations 
have  outperformed  smalleiist 
banks  by  two-to-one  in  1996,"  says 
Diane  Glossman,  analyst  at  Salomo 
Brothers  Inc.  Indeed,  says  Berry,  "M 
ing  the  numbers  work  is  easier  thai 
has  been  in  quite  a  while." 

Action  will  focus  on  midsize  ins 
tutions,  especially  Midwestern  bar 
and  California  thrifts,  Berry  says, 
any  bank  that  sees  revenue  troubl 
ahead  may  decide  to  go  on  the  bic 
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notivate  your  team  and  keep  them  in  synch  requires  having 
nd  for  details.  A  mind  that  can  recall  the  status  of  many 
tasks  at  once.  A  mind  that  can  keep  track  of  the  abilities 
I  workload  of  team  members.  A  mind  that  can  remember 
)ast  performance  of  everyone  In  the  group  for  meaningful 
luatlons.  In  other  words,  a  mind  that  has  Vlicrosoft  Team 
age  helping  it.  Team  IVIanager  makes  It  easy  to  keep  any 
<  am  working  together  by  automatically  consolidating  and 


tracking  work  by  team  members.  The  whole  group  can  use  It 
to  get  an  accurate  picture  of  team  progress,  what  deadlines 
are  looming  and  what  tasks  need  doing.  And  because  Team 
IVIanager  Is  part  of  the     t, !  -  family  of  applications, 

your  team  will  feel  comfortable  using  It  right  from  the  start. 
Check  it  out  for  yourself  at  'icrosoft.com/teammanager/. 
You'll  see  how  Team  IVIanager  can  help  you  organize,  motivate, 
track,  evaluate,  schedule  — you  know. ..manage. 
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FINANCE 


SECURITIES 


Profits  won't  meet  last  year's  lav 
levels,  and  brokerages  are  antsy 
about  a  possible  market  correction.  One  gambit:  Go  overse 
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EXCLUDING  CREDIT  AGENCIES 
EMPLOYMENT 

MILLIONS  OF 
WORKERS 


PRODUCTIVITY 

THOUSANDS  Of 
■96  DOLLARS 
PER  EMPLOYEE^ 


DATA:  DRI/McGRAW-HILL 


POSITIVES  >-Low  inter- 
est rates  will  continue  to 
fuel  the  sale  of  equity 
rnutualfunds 

►  The  mergers  and  acqui- 
sitions business  will 
remain  strong 

►  Growth  outside  the  U.S. 
will  be  strong 


NEGATIVES  P-Afte 

years  of  rapid  growt) 
securities  industry  n 
running  out  of  steam 
>  Investmeiit  bankin 
well  as  equity  sales  a 
trading  are  plagued 
overcapacity  which  i 
profit  margins 


If  small  investors  approach  the  stock 
market  these  days  with  an  odd  mix- 
ture of  elation  and  fear.  Wall  Street 
denizens  are  feeling  mostly  euphoria. 
The  market's  rapid  rise  generated  gen- 
erous fees  and  commissions.  That  plus 
record  levels  of  mergers  and  acquisi- 
tions and  initial  public  offerings  helped 
pretax  profits  reach  an  estimated  $11.5 
billion,  the  highest  ever  "This  is  heav- 
en," says  Salomon  Brothers  Inc.  ana- 
lyst Thomas  Facciola.  "It  doesn't  get 
any  better" 

That  sort  of  triple  witching  year  is 
unlikely  to  repeat,  though.  Assuming 
that  rates  stay  low  or  even  nudge  down 
slightly,  BUSINESS  week  estimates  that 
pretax  profits  will  slip  to  $6  billion  to  $8 
billion,  as  stock  issuance  and  the  market 
slow  dowTi.  Before  1996,  the  industiy's 
best  yeai'  was  $8.6  billion  in  1993. 
BIG  DIVE?  Of  course,  the  picture  could 
change  if  stocks  take  a  big  dive.  "This  is 
a  bull  market  that  is  unprecedented  in 
terms  of  its  length  and  the  amount  of 
its  upward  movement.  In  1997,  there 
could  be  a  correction  of  as  much  as 
15%,"  says  Herbert  M.  Allison  Jr,  the 
Yale  philosophy  gi-aduate  who  becomes 
president  of  Menill  Lynch  &  Co.  this 
year  Merrill  has  contingency  plans  in 
case  the  market  reverses.  And  some 
analysts  are  even  more  downbeat  about 
1997  (box). 

Record  profitability  has  translated 
into  record  prices  for  many  brokerage 
stocks.  The  Financial  Service  Analytics 
Index  of  29  brokerage  stocks  was  up 
45%  through  Dec.  20,  1996,  on  top  of  a 
37%  gain  in  1995.  And  a  number  of  bro- 
kerages are  trading  at  or  over  two 
times  book  value,  despite  a  historical 
trading  range  that  is  closer  to  book  val- 
ue. Indeed,  the  mle  of  thumb  for  the  in- 
dustry is  to  buy  at  book  value  and  sell 
at  two  times. 


That  rule  of  thumb  may  be  outdated. 
One  reason  brokerage  stocks  have 
soared  is  takeover  talk.  This  could  be 
the  year  that  Wall  Street  starts  to  be 
gobbled  up  by  commercial  banks.  True, 
thei"e  has  been  talk  of  consolidation  for 
ten  years.  But  late  in  1996,  the  Federal 
Reserve  loosened  the  historic  limita- 
tions on  banks  undei-wTiting  securities, 
which  could  spur  banks'  acquisitions  of 
brokers.  This  would  unsettle  bi'okerage 
executives,  but  theii-  fhrns  may  get  theii- 
own  perks  ft"om  Washington.  A  capital- 
gains  tax  cut  may  be  in  the  works  if 
Congress  agi'ees  on  a  balanced  budget 
plan.  And  down  the  road  Social  Securi- 
ty may  be  partially  privatized. 


If  things  become  a  httle  tenu 
home,  executives  can  go  lookii 
prospects  overseas.  Merrill  Ly 
snapping  up  brokerage  firnis  fror 
tralia  to  Spain.  Other  firms  are 
Ushing  joint  ventm-es  abroad  in  he 
gaining  a  local  foothold.  Ali"eady, 
ly  half  of  Morgan  Stanley  &  Co. 
enues  come  fi-om  outside  the  U 
the  moment,  many  traders  and  b 
are  delighting  in  their  eye-pc 
bonuses,  which  are  expected 
about  30%  to  50%  higher  than  th 
before.  But  1997  looks  like  a  goo 
to  tuck  away  a  little  of  that  vdn 
just  in  case. 

By  Leah  Nathans  Spiro  in  Nei 


'THE  BEST  OF  TIMES  ARE  BEHIND  Ul 


Not  everyone  believes  1997  will  be 
another  banner  year.  Sallie  L.  Kraw- 
check,  a  securities  industry  analyst 
with  Sanford  C.  Bernstein  &  Co.,  is 
extremely  downbeat. 
Q:  How  IS  the  industry 
doing? 

A:  Things  appear  to  have 
been  really  fantastic  for  15 
years.  People  on  Wall  Street 
are  making  a  ton  of  money.  But  there 
has  been  a  precipitous  decline  in 
returns  on  equity  and  profit  margins 
for  the  large  investment  banks, 
despite  excellent  operating 
conditions. 
Q:  Why^ 

A:  Margins  have  collapsed  due  to  the 
commoditization  of  traditional  busi- 
nesses and  new  competitors.  There  is 


m 

SALLIE  KRAWCHECK 


serious  overcapacity.  To  offset  this 
firms  have  taken  more  risks,  but  tl 
greater  risks  haven't  boosted  retu^ 
What  has  really  been  driving  the 
industry's  growth  since  the  1980s  I 
been  a  favorable  interest! 
rate  environment. 
Q:  So  what  IS  your  outlooll 
1997^ 
A:  The  best  of  times  are 
behind  us,  I  expect  the  industry  tol 
return  to  normal,  or  a  pretax  earniS 
growth  rate  of  5%  and  a  return  or| 
equity  of  10%  [vs.  11%  and  15%,| 
respectively,  for  1991  to  1996]. 
think  earnings  will  be  down  aboutl 
40%  in  1997.  If  interest  rates  go  | 
or  stay  the  same,  it  could  be  worst 
Earnings  declines  could  drive  pricj 
for  brokers  down  50%  to  60%. 
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WE'RE  ALL  OF  THE  ABOVE. 


rt  surprisingly,  people  often 
nfuse  Tyco  International  with 
at  other  Tyco,  the  fine  maker  of 
ildren's  toys.  We're  the  Tyco  that 
joys  leadership  positions  in  each 
its  four  business  segments.  We're 
e  Tyco  that's  increased  its  market 
pitalization  from  $400  million  to 
er  $8  billion  in  just  over  a  decade. 


that  has  a  compounded  income 
growth  rate  of  21%,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500""  —  a  better  record 
than  seven  of  Fortune''  magazine's 
ten  most  admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  BW.  Exeter,  NH  03833. 


Unleashing  The  Power  Within 
http://www.tycoint. 
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REAL  ESTATE  &  CONSTRUCTIO: 

Many  commercial  properties  will  be  at  a  premium,  while  t 
aging  housing  boom  will  dip  below  last  year's  heady  highs 


N 


EMPLOYMENT 

MILLIONS  OF 
WORKERS 


PRODttCTIVin 

THOUSANDS  OF 
96  DOLLARS 
PER  EMPLOYEE 


DATA:  DRI/McGRAW-HILl 


POSITIVES  >Low  inter- 
est rates  and  limited  con- 
struction should  buoy  com- 
mercial property  values 
>' Saturation  of  suburbs  is 
breathing  new  life  into 
some  doumtoums  as  ten- 
ants search  for  bargains 
►  California  is  back 


NEGATIVES  ►4/?ej 

years  of  overbuilding 
home  construction  wi? 
stall 

►  The  outlook  for  mat 
growing  grimmer:  15 
20%  may  fail  by  2000 
>Life  insurers  ma/i  < 
some  real  estate 


Herbert  R.  Barnett  and  his  wife, 
Allison,  were  reasonably  happy 
with  their  cramped  condo  in  sub- 
urban Chicago.  Then,  last  May, 
an  ad  arrived  from  a  nearby  housing 
development.  After  two  months  of  toiu- 
ing  the  place  and  cnmching  numbers, 
Barnett  signed  a  contract  for  a  new 
3,800-square-foot  home.  "We  weren't 
even  thinking  about  buying  a  house 
when  the  postcard  came,"  says  the  42- 
year-old  professional  magician.  Presto! 
Another  home  sale. 

The  housing  industry  will  need  to 
pull  more  such  rabbits  out  of  its  hat  in 
1997  to  match  its  performance  of  the 
past  year.  With  consumer  debt  high,  the 
inventoi-y  of  unsold  homes  climbing,  and 
gi'owth  in  new  households  expected  to 
dip  in  coming  years,  the  housing  boom 
is  showing  sigTis  of  old  age. 

On  the  other  side  of  the  equation, 
the  combination  of  falhng  interest  rates 
and  rising  incomes  is  stoking  demand 
from  milhons  of  ftrst-time  buyers — and 
spai'king  unexpected  traffic  from  trade- 
up  buyers  like  Bamett.  As  a  result,  the 
1997  housing  market  should  fall  just  shy 
of  1996's  sizzling  pace  of  1.16  million 
starts  and  a  record  4.1  million  resales. 
John  A.  Tuccillo,  chief  economist  for  the 
National  Association  of  Realtors,  pre- 
dicts ■'!.«  million  resales,  a  6%  drop,  and 
l.V-i  million  housing  starts,  or  2.6%  few- 
er than  in  1996.  He  forecasts  a  5%  drop 
in  apartment  constniction,  to  291,000. 

The  high  end  of  the  commercial  real 
estate  mai'ket  remains  fair'ly  strong.  With 
lenders  reluctant  to  fimd  new  construc- 
tion duiTng  most  of  the  1990s,  many  mai- 
kets  have  been  hard-pressed  to  meet  the 
space  demands  created  by  the  healthy 
economy.  That  shortage,  in  turn,  is  good 
news  for  builders,  who  have  been  sit- 


ting idle.  According  to  The  McGraw-Hill 
Companies'  F.  W.  Dodge  Div.,  develop- 
ers are  expected  to  break  gi'ound  this 
year  on  140  milUon  square  feet  of  office 
space,  up  12%  over  1996  and  24%  over 
1995.  Dodge  estimates  the  value  of  new 
starts  at  $18  billion,  a  16%  jump. 

All  of  that  new  space  doesn't  exist 
yet,  of  course,  which  is  why  vacancy 
rates  for  "class  A"  commercial  space  re- 
main well  below  10%  in  hot  markets  Uke 
Seattle,  San  Francisco,  Boston,  and  mid- 
town  Manhattan,  not  to  mention  the 
choice  suburbs  (box).  Some  landlords  are 
expected  to  shove  through  rental  hikes 


as  steep  as  15%  in  the  year 
The  lower  end  of  the  comm 
market  is  a  different  story.  With 
employers  demanding  state-of-tl 
communications  systems  and  fl( 
workspace,  much  of  the  older 
stock  has  been  rendered  obsolett 
real  estate  executives  hope  the  s 
demand  on  the  high  end  will  wo 
way  down.  Some  developers  are  i 
ing  the  sui-plus  of  outdated  office 
ings  by  converting  them  to  hote 
apartments.  A  neat  trick,  indeed 
By  Dean  Foust  in  Washington 
Greg  Burns  in  Chicago 


YOU  CAN  ALWAYS  GO . . .  DOWNTOWN 


Employers  fled  to  the  suburbs  over 
the  past  decade  in  search  of  cheaper 
rent,  shorter  commutes,  and  less 
crime.  But  in  such  markets  as  Atlanta 
Dallas,  Philadelphia,  and  San  Francis- 
co, a  modest  migration  back 
to  the  city  is  occurring. 

A  shortage  of  premium 
suburban  space  is  driving 
up  rents  to  as  much  as  $5  a 
square  foot  more  than  what  compara- 
ble space  commands  downtown.  "Giv- 
en the  lack  of  new  construction,  a  lot 
of  companies  have  no  choice  but  to 
go  downtown,"  says  Ray  H.  D'Ar- 
denne,  executive  vice-piesident  of 
Equitable  Real  Estate  Investment 
Management  Inc.  in  Atlanta. 

Utility  giant  Southern  Co.  has  been 
moving  employees  to  downtown 


TREND 

SUBURBAN 
FLIGHT 


Atlanta  over  the  past  year  from  its 
headquarters  in  the  Perimeter  are< 
partly  because  Southern's  new  chii 
executive,  A.  W.  Dalhberg,  "is  a  bi{ 
believer  in  downtown  Atlanta,"  saj 
a  spokesman.  Southern's 
move  has  helped  lower 
downtown  Atlanta's  "clas: 
A"  vacancy  rate. 

Many  companies  reloca 
ing  to  the  Dallas  area  are  bypassir" 
the  'burbs  for  downtown  to  take 
advantage  of  a  35%  vacancy  rate 
and  new  tax  incentives.  City  rents 
as  much  as  one-third  lower.  Fibre- 
board  Corp.  relocated  its  headquai 
ters  from  Walnut  Creek,  Calif.,  to 
downtown  Dallas,  and  Fort  Laud- 
erdale-based  Blockbuster  Entertaii 
ment  Group  is  doing  the  same. 
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A  Global  Route  To  A  Well 
Diversified  Portfolio 

oreign  markets  are  sometimes  more  volatile 
n  those  in  the  U.S.,  and  for  experienced 
estors,  volatilit/  usually  means  risk.  At 
:"ipleton,  we  understand  that  temporary  price 
ztuations  often  may  result  more  from  emotions 
1  short-term  speculation  than  changes  in 
lerlying  value,  especially  in  foreign  markets, 
'ough  more  than  50  years  of  experience,  we 
e  developed  a  strategy  designed  to  identify 
luine  value  to  help  hedge  against  risk. 
?7empleton  Growth  Fund  offers: 
ential  for  Long-Term  Growth:  Our  world- 
le  research  efforts  often  take  us  to  explore  out 
favor  industries,  companies  and  markets  that 
'r  long-term  growth  potential. 
)bal  Diversification:  In  addition  to  investing 
many  industries,  we  diversify  in  stocks  from 
und  the  world. 

tmtry  Penetration:  We  have  acquired  exten- 
!  knowledge  of  foreign  tax  laws,  accounting 
■cedures  and  local  politics  to  help  us  analyze 
rldwide  businesses. 

'his  fund  is  designed  for  investors  who  are 
ling  to  accept  the  special  risks  of  foreign 
esting  including  currency  fluctuations  and 
itical  uncertainty.  Call  your  investment  repre- 
tative  orTempleton  today. 

klin  Templeton  Distributors,  Inc. 


CALL  1-800-342-FUND  EXT.  T205 


YHS!  1  would  like  a  free  prospectus  conrainiiig  more  complete  information  on  the 
Templeton  Growth  Fund,  including  sales  charges  and  expenses.  I  will  read  it  carefully 
before  I  invest  or  send  money. 
□  I  am  currently  a  Templeton  shareholder 
Name 
Address 

City/State/Zip  


BWKI  /^»7 
T2l)S 


  Templeton 

  7  0  0    Central  Avenue 

  St.  Petersburg,  FL  33701-3628 

Member   of   the   $169    Billion    Franklin    Templeton  Group 


Daytime  Phone 


FINANCE 


T\NT  IP  AMPF  P^^flt^bility  is  likely  to  remain 
li>OUl\r\i\IVjl!j  stalled  as  the  industry  continues  t| 
be  wracked  by  sweeping  change  and  a  host  of  new  players 


N  O 


OUTPUT 

BILLIONS  OF 
•96  DOLLARS 


EMPLOYMENT 

MILLIONS  OF 
WORKERS 


PRODUCTIVITY 

THOUSANDS  OF 
'96  DOLLARS 
PER  EMPLOYEE 


rESTn 

'96  '97 


DATA:  DRI/McGRAW-HILL 


POSITIVES  Further 
consolidation  will  improve 
the  industry's  financial 
health 

>-Auto  claims  are  moder- 
ating as  medical  inflation 
stays  low 

►  Insurers'  investment 
portfolios  remain  healthy 


NEGATIVES  ►Pr?ces 

will  continue  to  soften  %■ 
commercial  lines,  notat 
in  worker's  compensate 
>■  American  insurers  u  - 
face  greater  competitio^. 
from,  global  companiesi 
that  have  moved  into  » 
the  U.  S.  market  i 


Insiu-ers  face  another  year  of  overca- 
pacity, low  productivity,  and  unprof- 
itable pricing.  Consolidation,  which 
is  supposed  to  solve  all  thi-ee  prob- 
lems, will  continue  to  keep  everyone  on 
edge.  "A  good  case  can  be  made  that  it's 
an  industry  in  search  of  a  futui-e,"  says 
Bob  Stein,  head  of  Ernst  &  Young's  na- 
tional insurance-consulting  gi'oup. 

Competition  in  the  property-casual- 
ty industiy  is  driving  dowm  premiums, 
offsetting  investment  gains.  Rating 
agency  A.  M.  Best  Co.  says  the  sector 
will  post  pretax  operating  income  of  $14 
biUion  in  '97,  down  22%  ft-om  '96.  Con- 
sultant Towers  Pen-in  says  U.  S.  com- 
panies' costs  for  business  insurance — 
excluding  health  policies — fell  for  the 
third  year  in  a  row  in  '95,  with  more  of 
the  same  expected  tlii'ough  '97. 

Property-casualty  insurers'  return  on 
equity  should  be  ju.st  5%  in  1997,  ac- 
cording to  A.  M.  Best,  as  bad  as  in  1994, 
the  year  of  the  Northridge  (Calif.) 
earthquake.  Says  St.  Paul  Cos.  Chair- 
man and  CEO  D.  W.  Leatherdale:  "The 
short-teiTTi  picture  is  getting  worse." 

Life  insiu'ers  ai-e  also  in  worse  shape. 
Premium  gi'owth  has  barely  exceeded 
the  inflation  rate  for  10  years,  and  the 
tyi^ical  life  agent  still  sells  only  one  pol- 
icy a  week,  the  same  as  20  years  ago. 
Although  annuities  and  other  invest- 
ment-oriented insui'ance  products  are 
booming,  their  margins  are  low.  Pi-ofits 
for  life  insui'ers  should  gi-ow  about  10% 
in  1997,  to  $18  biUion,  on  revenues  of 
$577  billion,  up  about  7.5%,  says  A.  M. 
Best.  But  little  of  that  is  fi'om  new  busi- 
ness: Most  of  the  gains  will  come  from 
investment.-'. 

No  wonder  life  insurers  will  have  a 
hard  time  competing  with  the  nimbler 
mutual-fund  industry  in  1997.  Analysts 
expect  life  insurers  to  fight  back  by 
finding  new  distribution  outlets  for  theu' 


policies,  such  as  banks  and  brokerages. 
Some  may  even  buy  investment  compa- 
nies, as  Phoenix  Home  Life  Mutual  In- 
surance Co.  did  in  1995  by  purchasing 
60%  of  Duff  &  Phelps  Corp. 

Newcomers  to  insurance  will  keep 
looking  for  chances  to  buy  assets  on  the 
cheap  and  wing  out  costs.  Financier 
Sanford  I.  Weill  bought  Tr-avelers  Group 
Inc.  in  1993,  and  in  April,  1996,  bought 
the  property-casualty  unit  of  Aetna  Life 
&  Casualty"  Co.  for  $4  billion.  Weill  says 
he  remains  a  buyer,  as  does  leveraged- 
buyout  house  Kolhberg  Ki'avis  Roberts 
&  Co.,  which  almost  bought  Xerox 
Corp.'s  foiTner  insurance  units  in  1996 
and  remains  flush  with  cash. 


Then  there's  General  Electric 
whose  capital-senices  business  has 
an  aggi-essive  acquii'er  of  insiu-ance 
panies.  Jeffrey  Sawyer,  who  heads 
loitte  &  Touche's  insurance-consu 
practice,  says  he  expects  further 
solidation  in  1997.  "Tliere's  a  vast  in 
gi'ound  of  companies  that  are  dei 
the  headlights,"  says  Sawyer. 

Another  force  for  change  is  gl 
ization.  Few  expect  large  global  ii 
ers  to  stay  out  of  the  U.  S.  maf 
the  world's  largest.  If  1996  is 
guide,  this  year  should  prove  oi 
ever  more  turmoil  for  this  once 
industry. 

By  Tim  Smwt  in  Hai\ 


DRIVING  COSTS  DOWN 


In  the  1970s  and  early  1980s, 
insurance  companies  lost  fortunes  on 
automobile  policies.  They  couldn't 
raise  rates  fast  enough  to  offset 
increased  costs  for  personal  injuries, 
replacement  auto  parts,  and 
liability  awards. 

No  more.  Now,  personal 
auto  is  the  bright  spot  in 
the  property-casualty  busi- 
ness. Claims  have  been  roughly  flat 
for  several  years,  in  contrast  with 
increases  of  10%  or  more  in  the  mid- 
1980s.  Pretax  operating  income  for 
the  sector  will  be  a  healthy  $8  billion 
this  year,  says  rating  agency  A.  M. 
Best  Co.  Profits  were  even  better — 
about  $9.5  billion— in  1996. 

Hospital  bills  of  injured  drivers  are 
rising  more  slowly,  thanks  to 


restrained  medical  inflation.  An  agi 
nation  has  fewer  younger  drivers,  w! 
tend  to  have  more  accidents.  Effort 
of  groups  such  as  Mothers  Against 
Drunk  Driving  have  reduced  alcoho 
related  accidents.  Plus,  ca 
TREND  generally  bigger  and 

  safer,  with  antilock  brakes 

AUTO  SAFETY      and  air  bags.  "There's  jusi 
whole  trend  toward  more 
safe  driving,"  says  ITT  Hartford  Ore 
Inc.  Chairman  and  CEO  Donald  R. 
Frahm, 

There  are  some  bumps  in  the  ro< 
Highway  speeds  are  edging  back  u 
And  expensive  new  cars  tend  to  pre 
duce  bigger  repair  bills  when  they 
crumple.  But  auto  insurers  aren't  1 
complaining  much.  They're  just  hat 
to  be  making  money. 
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notebook/nbsplash.html 

Siemens 
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www.sprint.com 

StorageTek 

www.stortek.com 

Sun  Microsystems 

www.sun.com 

Swissair 

www.swissair.com 
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www.svniantec.com 
Texas  Instruments 

www.ti.com 
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Marketplace 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO.  IL  60611 


Internet  Services 


40miyion 
oustomersare 
surfinglhe 
Internet  is  yoir 
ooinpanytnere? 

PSharpWeb 

The  sharpest  ce)rporatc  image  on  the  Web  ^f^Hmfv 

DESKMK:  tour  web  office  includes  ptociucts,  services,  catalogue,  TBffinS 
order  processing,  e-mail  and  more  ^fBlh 
HOSIIK:  Hosted  on  Silicon  Graphio  Super  Computers/H  lines 
T3  lines  are  31  limes  faster  than  Tl,  means  faster  and  more  reliable  access. 
MAAKETINC:  Special  programs  helps  you  attract  customers  and  increases  sale/profits 
Domain  Names,  Web  Office,  Virtual  Servers,  Secured  Servers,  Web  Marketing 

VRTS  AT 

295 

5  p.m.  hosting 
on  guaranteed 

\y  Jit*:\\www.sharpweb.com  1-800-SHARPWEB  e-mailSalesesharpweb.com 

Telecommunications  Services 


FAX  BROADCASTING 
: :  only  100  a  minute! 


To  the  U  S  from  anywhere  in  the  worlcJI 

Rales  per  minute  to 

France        $0  39  Japan  $0  39 

Germany    $0  39  U  S  $0  10 

Hong  Kong  $0.59  U.K  $0  29 

 ^  ^AVio^"^^' 

Toll-free:  1 .800.906.4FAX 

lel   1206  30170013     Fo.   1206  3017500 


DOMAIN  NAME 


Reserve  your  name  tocjay  (i.e. 
yourcompany  com)  on  the  Internet. 
Registered  names  can  be  used  (at  any 

provider)  NOW  or  in  Ihe  FUTURE. 
Regislralion  complete  in  24  hrs  or  less' 

Only  $45  +  NIC  fee 
Call  1-800/545-3662  or  register  at 
ht1p://vi/ WW. domainreglstry.com 


No  Web  Page!? 


Professional  and  affordable 
web  pages  without  the  hassle. 
It's  time  to  call  the  experts. 

Internet  Business  Solutions 
11-800-798-4638 


http://www.inetbiz.com  I 


Telecommunications  Products 


PAPERLESS  FAX 

A  very  smart  tax  system. 


,Hii  1-888-GET-FAX4  i43x-.^:m4 
http://www/getfax.com/ 
Advancko  Imacje 

Ct>lVIIVIUNICATIONS 

3^4i  ViNc  i  NT  Ri).  m  Pi  t  ASANT  Hil  l  ,  CA  94523  Ph  510-947-1097.  Fax  1-510-947-1900 


El  SioRi  s  IN  1-  64  MB  Mbmorv 

0  Fl  WWARD  AND  ReMOFE  RhTRIKVE 

0  Ei.itkiiNATEs  voice/fax  Altoswitch 
0  150  HR  Baitery  Backup 
0  WinFax  and  RxipsI:  compatible 
0  View  on  PC  or  print  oirecti-Y 
0  Works  wi  m  PC  turned  OFF 


Computer  Equipment 


Wireless  Printing 


Share  Printers  Without  Wires  or  a  Netjg[ork^ 

▲  Prints  100  to  500  feet  -  ttirougti  walls 
A  Configurations  for  up  to  8  printers 

▲  No  additional  software  or  cards 
A  100%  IBM  compatible 

FTiTiTTI?jTnT!TT?T33 


800-492-2320 


www.aerocomm.com 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

Ij\SER.JKT  COUIRPKO  IJRAf-r/.MASTKH 
DESKJET  DRAfTFRU  DESIGN.IET 

ELECTROSTATIC  PLOTTERS      RUI« ^EDWRITER 

HP  9000  workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

4117  Second  Ave  S  Birmingham,  AL  35222 
Phone  205/591-4747  Fax  205/591-1108 
800/638-4833  •  e-mail  sales@dasher,com 


Consumer  Electronics 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind! 

Receive  Our  FREE  Moil 
Ordei  (olologue  Now' 

212  pgs.  of  Top  Brond 
Names  in 

Audio 'Video 
Computers  •Portables 

Home  Office 
Music 'Video  &  More 
All  at  Disiount 
PrUes! 

Order  loll  free  24  Hours  A  Day,  /  Doys  A  Wceic 

1-800-221-8180 


Menswear/Fashion 


men's  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

•  High  quality 
•150  styles 

•  Free  catalog 


HITCHCOCK  SHOES.  INC. 

Dept.  55A  Hingham,  MA  02043 
1-800-992-WIDE 


Sales  Promotion/Display  Products 


Literature  Displays 

Ijljtlil  LARGEST SELECVON 
IN  THE  COUNTRY 


Fine  Art 


DALI 

Collect  Rare,  Authentic 
Limited  Editions 
from  S  2S00 
CALL  FOR  CATALOG 

1-800-999-DALI 

or  (310)  798-1360 


Business  ServicesIR 


GET  A  BUSINESS  PU 

In  Bar^k  and  SBA  Loan  Fo, 


36  page  Business  Plan  exan 
complete  with  3  year  P&L,  Ball 
Sheet  &  Cash  Flow  spreadshej 
Funding  Sources,  Marketing, 
PR  &  Production  plans,  &  muchl 

(800)  328-2906  Only  $2fl 

Maior  Credit  Cards  Accepted  I 


American  Inst,  of  Small  Bu^ 


INGORPORATI 


'  H'  RKK  Information 
•All  50  States  and  Offshi. 
•  Reliable  Service  and  Low  Pi  i 

Corporate  Creatioiii, 

httpVAvww.corpcreation  s  .1 
800-672-9110  •  Fax  305-677 


RESEARCH  REPOl" 


20.000  ACADEMIC  TOPICS  AVA| 

Send  $2  for  the  290  page  cat 
Cuslom-wntlen  reports  also  avaii 
RESEARCH  ASSISTANCE  r 
11322  Idatio  Ave ,  #206BF 
Los  Angeles,  CA  90025 
TOLL  FREE  HOTLINE:  800-35| 

or  310-477-8226 


Telecommunications  Pnt- 


We've  solved  yoi 
inter-connecting  pu 

Avoid  the  twists  and  turr 
choosing  the  ultimate 
Enhanced  FaxAtoice  Soli 

TRY  THIS  DEMC 

Info,  via  fax:  847/923-: 
Dog.  No.  889828 


Faxfacts' 

J  by 
Copio  Incernoti 

(800)  689-8898       ,  , 

(630)  682-8898       '  ^ 


Copio  Interne 
Whe; 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


Marketplace 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  2010 
CHICAGO,  IL60G11 


Corporate  Gifts 


Natural 
Smoked  Fish 
From  North 
Carolina's 
■-^'•UfaA  (3uter  Banks 
■ree  Catalog 

0-589-169O 


Tattoos  ! 


ifary  lattpof  wilh  your  Logo, 
Just  $1-89.00!!!  ■ 
Tattoos:  Just  $299.00!! 

)SSH  (CA  add  7  25%  sales  lai) 

d!  Full  Color!  2"X2"! 


.  color  logo,  or  artwork  ,  along  wilh 
mpany  P.O.  or  Visa  /  MC  #  to: 


Get  your  customers 
attention. 

Send  them  your  underwear. 


http://www.promomart.com/bw 

,  Qfghans,  boxer  shorts,  crystal... 
and  a  few  ttiousond  ottier  imprintoble 
business  gifts 

Win  $1,000  in  free  merctiandise. 
Visit  http7/www.pronfiomort.com/bw  for  aelails 


Menswear/Fastiion 


WIDE  FEET? 
NARROW 
FEET? 


We  specialize  In 
tiard-to-flnd  sizes, 
AAA-EEEEE 
widths,  up  to 
size16!  Famous 
names  like  E  T 
Wrigtit.New  Balance, 
Sebago,  Bostonian  and  Hush  Puppies 
in  dress,  casual  and  athletic  styles. 

Call  for  Free  Catalog 

Executive  Shoes 
1-800-240-7463 

Deft  2851.  PO  Bo.x  9128,  Hingham,  MA  02043 


Financial/Business  Services 


Own  a  Business? 

Get  Financial  Clout! . 


Buy  Al  Rotola's  7-step  guide  to  grow- 
ing your  business.  Financial  Clout. 
Get  almost  anything  on  corporate 
credit — with  no  personal  guarantees! 

Only  $49.95.  Your 
choice  of  book  or 
audio  tape. 

Plus,  eliminate  cash 
flow  problems  with 
Al's  popular  book 
Banking  Tactics. 
only  $24.95 


Special  Offer 

r     Financial  Clout  Tape  & 
Banking  Tactics  Book-a  $74''^ 
value  only ''39— 

Plea.sc  add  $4  1 0  S&H  aiid  ST  where 
applicable.  MC,  VISA&Amex  accepted 
We  offer  live  one-day  workshop.s 
nationally.  &  private  counseling  by 
appointment.  For  schedules, 
prices  and  to  order  call: 

(800)828-7138 

E!  Q  S 

Unconirntfuiul  bolulions  to 
ConrevUojial  Busmest.  Problems- 

Fax  714-367-2838 
Email:  Clout@Nam.lnc.com 


Tennis  Events 


TICKETS 

French  Open 
Wimbledon  : 

US  Open-™---; 

O^r.""    .'602  990  8760; 


Investment  Services 


Salcly  Guaranteed 


1 2%  Rclurn 


Fixed  Malurilics 
Lowest  Ki.sk,  Insured  Profits 

Aivu;  i-«oo.4r>7-r>()r>2 


Business  Services 


TALK  TO  YOUR  CUSTOMERS 


It  Makes  A  Difl'erence.  Control  your  message.  t:ujzet  your  audience. 
Communicate  etlectively  ;md  ertlciently  with  your  custitmers,  prospects. 
shcutholdeiN,  employees  luid  others.  CCI  creates  mag;i/ines.  newslertel^, 
b(X)ks  iuid  web  site  content  tor  companies  less  expensively  than  they  can 
do  in-house.  We  manage  the  entire  prtxess  -  edit,  design,  prcxiuction, 
circulation,  distiibution  ;ind  ckitabase  m;magement. 

CALL  ROBERT  GEORGE  AT  CCI  •  800-872-8122 


Consulting  Services 


kford  Consulting  Group,  Ltd. 


Developing  Work/  Class  Performance  in  Manufacturing  and  IJistribntion 

Would  You  use  an  Electrician  to 
Perform  a  Plumber's  Job? 

Then  why  Would  you  use  an  Auditing, 
Computer,  Financial  or  Systems  Firm  for 
Hard  Manufacturing? 


Supply  Chain 

Modeling/Simulation 

Factory 

Design/Simulation 
Cellular  Manufacturing 


•  Business  Process 
Reengineering 

•  Outsource/Reengineer 
Assessment 

•  Operational  Audits 


Ca//  for  Information 
5098  Crofton  Drive  •  Rockford,  IL  61114-5422  •Tel:  815.877.3611 
Toll-Free:  800.667.7495  •  Fax:  815.877.3660 


FOR  AD  RATES  AND  INFORMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464  0512  OR  WRITE: 


BusinessWeek 


Mar  k  e  t  P  l  a  c  e 


BUSINESSWEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  20 
CHICAGO.  IL  60611 


Education/Instruction 


THE  GUIDE  TO  CAREERS  IN  SPORTS 

•  Over  2,000  key  employers'  addresses  and  phone  numbers 

•  A  directory  of  665  college  programs  in  sports  management 

•  Contacts  for  internships  in  all  sports  operations 

•  Advice  from  sports  industry  movers  and  shakers 

CALL:  1 

RRICE:    $17.95  +  $2.50  S&H.  MasterCard  and  Visa  occepted. 

Business  Opportunities 


OPPORTIJMITY  KniOCH§ 


( ) IK c  111  .1  VI.  Ii 1 1 c  a  h u M  n c ^ s 
opportunily  comes  .iliinj;  Iti.il  will 
lu'vt'i  repeal  ilsclf.  un  opportunity  so 
strong  that  litniiii;  i\  iif  ilw  cssfiu  f 
for  ttie  select  few  who  t.ike 
advantage.  We  know  that  our 
proven,  ten  year  old  program  is  so 
profitable  with  respect  to  return  on 
investment  that  we  urge  you  to  talk 
to  our  dealers.  If  you  have  sales/ 
nigmt  skills  and  can  invest  in  a 
proven  business  which  will  give  you 
extremely  high  income,  an  exclusive 
protected  area,  training,  leads, 
secured  accounts  to  call  on,  then  let  s 
talk    Areas  :;oing  fast 

1-800-601-7200 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  Leasesfiom  Sl.OOOto 
S10  milhon.  No  co-brokenng.  Work 
directly  w/National  Lenders. 
Unlinnlted  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

k  The  Loan  Consullanis,  Inc.  . 


CONSULTANTS/TRAINERS 


International  nrm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB17 
100  Kachel  Blvd.,  #150-E 

Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


$350,000++  Potential 
Annually  from  Home 


$35UK  -  $2M  possible  iinnually  trum  $8,(XMJ 
purchase  $75K  potential  1st  few  months. 
Breakthrough  product  and  company 
structure.  90'^  profit  margin  No  selling 
experience  required,  no  employees,  no 
travel,  no  MLM  2  Minute  message 
1-800/432-0018  Ext.  2776 
Freedom  Associates 


Harvest  Hospital 
BlllMistakesII 


SiiidiCN  ri:\LMl  ilui  "7',  .i|  all  h.-spiLiI  hilK  u'li 
1,1111  hujic  DvcrchargL's  That's  wh>  my  I  l-vcar 
huMiiess  IS  such  u  "■\vin/wm"  oppununily.  pjlitrni' 
and  iheir  Insurers  pjy  us  5(W  ul  L'\cry  SI  (H)  v\c 
recover  in  overcharges,  Nu' 
since  millions  of  uiiserviced 
palieiiis  eMsl  nationwide  - 
ni(in\  fiH  inn  ii  foritine  in 
inrnha/i;c\  -  we're  sharing 
I'Lir  system  with  affilialcs  uaiitiiii:  a  dream 
income.  You  don't  need  a  technical  background 
iusi  ihc  sav\\  to  spot  a  \ilal  new  Ameriean  set 
\Ke   SKUHHI  invcMmenl  required   For  a  tree 
repnri  and  headstan  on  the  perlect  hume  husi- 
iiess.  call  I-Xl)()-7(HI-7<1SM  ttrl  702 1  47 1  - 1 
S  (HI  -  >  M)  pm  PS  I  • 


"...millions 
ol  untarvind 
patients  exist 
nationwide." 


Insurance 


$1 ,000,000 

LIFE  INSURANCE 


10  Yr   15  Yr    20  Yr 

Age 

Level  Level  Level 

Survivor- 

Term  Term  Term 

ship 

35 

$$$$ave$$$ 

Call 

45 

Low,  Low  Rates 

For 

55 

High-Rated 

Low(,Low 

65 

Companies 

Prices 

Rates  chosen  from  over 
200  fine  companies.  Preferred 
and  impaired  risk  underwriting 
capabilities. 

Check  (or  availability  in  your  stale 

Call  for  a  Free  Customized 
Quotation  on  any  desired 
amount  and  plan. 

1-800-444-8715 

Gersten  Financial  & 

Insurance,  Inc. 
189  Reservoir  Street 
Needham,  IVIA  02194 


Employment  Opportunities 


PEACE  CORPS  BUSINESS 
OPPORTUNITIES 


The  Peace  Corps  needs  Volunteers  for  | 
'  overseas  assignments  with  backgrounds 
in  smallbusiness,  marketing,  I 
organizational  development,  economic 
development,  and  agri-business.  Call 

800-424-8530 

press  1  and  mention  code  766 
www.peacecorps.gov 


Franchising 


your  business! 

Call  for  Information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

Francorp' 

SpeclBlists  tn  Franctiise  DevefopmenI  BW 

1-800-FRANCHISE  (1-800-372-6244) 


Very  Rewarding 

"White  collar"  franchise  Advances 
commissions  to  real  estate  agents  and 
brokers  through  a  umque  computer  based 
factoring  system  Huge  untapped 
definable  market  with  repeat  business 
opportunities.  Reasonable  investment. 
Ideal  for  both  entrepreneurs  and  investors. 

703/560-5500 

COMMISSION  EXPRESS® 


CUSTOM  STORAGE  SYSTEMS 

Closel  •  Curage  •  Home  OHice  •  tnlenammeiil  Ccnler 
No  I  ralfd  m  USA  Large  exclusive  lermnnes  «^ 
Complele  training  k  on-going  suppori  r'\0^-f^ 


CallDaiid  Lnuy,  VP 


(3IIII  Mft-7l)nn  FAX(3II)| 


3111)  ^_W-:(i7ii  V 


Education/Instruct!^ 


PC  MBA  DEC 

in  enlrepreneurship  or  consullini . 
Iitlle-known,  yet  powerful.  PC  si 
Acquire  practical  &  profitable  n.* 
tfirougti  videos,  cassettes,  and  ir 
witti  dynamic  entrepreneurs.  No  I" 
required.  Call  1-800-No-BS-MBA 
a  free  recorded  message  &  free 
Fax  800-269-1977  nobsSMBAunn. 


University  De 


Approved  Self  Paced  Horn 
Associate  Bachelors  Masters : 

Emptiasis  in;  Business  Admin  Pub 
Health  Care  Admin,  Human  Rc 
Finance,  Int'l  Business,  Tecli  Ivl;: 
Paralegal,  Psyctiology,  Computeit 
http://www.scups.ed  iffl 
Email:  enroll@scups.eVi 
1-800/477-2254  (24  hrij 
Southern  California  Univ«[ 
for  Professional  Studiq 
1840  E.  17  SI-BW,  Santa  Ana,  ct 


MBK  BY  Distance  LBi 

fvlaior  Britisti  university  offers  acciedite' 
Bachelor's  or  GMAT  needed.  Chosen  by 
Intelligence  Unit  as  one  of  worid's  best  MBI' 


HERIOT-WATT  UNIVERSITY  I  (800)  M  . 
North  American  Distributor  !  »•  Ask :' 
6921  Slocl<lon  SI,  Suite  2,  El  Cernto,  C 
For  immediate  FaxBack  literature:! 
fax  machine's  phone,  call  (510)  48( 


EXTERNAL  DEGF 

BA/BS  MS/MBA  PhC 
Credit  for  wort<  &  life  expei 
(800)  444-8569  (24  h 

LaSalle  Univer 

I  DepI,  569  Mandeville.  LA  70 


ADVERTISE  IN  THE 
BUSINESS  WEEK 

MARKETPLACE  AND 
REACH  OVER  6  MILLION 
RESPONSIVE  READERS!! 

The  next  Marketplace  section 
closes  on  January  24th. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 


siness  Week  Index 


CTION  INDEX 


PRODUCTION  INDICATORS 


je  fruni  idst  week;  0,4':o 
ge  from  last  year:  4.3% 


PRODUCTION  INDEX 

Dec.  21.-^134.7 
1992=100 


Apr.  Aug.  Dec. 

1996  1996  1996 

lex  IS  d  4-week  moving  average 

jction  index  increased  modestly  during  the  weeks  ended  Dec.  14  and 
Before  calculation  of  the  four-week  moving  average,  the  index  rose 
in  ttie  week  of  Dec.  14  and  136.7  in  the  week  of  Dec.  21.  For  the 

=k,  seasonally  adjusted  auto  and  truck  production  fell,  but  electric 

tput  and  rail-freight  traffic  increased. 

ng  index  will  be  unavailable  for  an  indefinite  period  of  time. 

n  indP»  cnpvnght  1997  by  The  McGraw-Hill  Companies 


NG  INDICATORS; 


'RICES  (12/27)  S&P  500 

LATEST 
WEEK 

756.79 

WEEK 
AGO 

748.87 

YEARLY 
%CHG 

23.1 

(IE  BOND  YIELD.  Aaa  (12/27) 

7.23% 

7.28% 

6.6 

HAL  MATERIALS  PRICES  (12/27) 

107.1 

107.1 

-3.9 

;S  FAILURES  (12/20) 

NA 

NA 

NA 

TATE  LOANS  (12/18)  billions 

NA 

NA 

NA 

lUPPLY,  M2  (12/15)  billions 

$3,822.6  $3,820.3 

4.4 

CLAIMS.  UNEMPLOYMENT  (12/21)  thous  335 

350 

-10.4 

Standard  &  Poor's.  Moody's.  Journal  of  Commerce  (index:  1990=100),  Dun 
et  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept. 

EST  RATES 

.FUNDS  (12/27) 

UTEST 
WEEK 

4.77% 

WEEK 
AGO 

5.25% 

YEAR 
AGO 

5.35% 

CIAL  PAPER  (12/30)  3-month 

5.65 

5.60 

5.50 

lATES  OF  DEPOSIT  (12/30)  3  month 

5.51 

5.44 

5.44 

ORTGAGE  (12/27)  30-year 

7.85 

7.92 

7.40 

IBLE  MORTGAGE  (12/27)  one-year 

5.73 

5.73 

5.63 

.2/30) 

8.25 

8.25 

8.50 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


STEEL  (12/28)  thous.  of  net  tons 

LATEST 
WEEK 

1,998 

WEEK 
AGO 

2,004# 

YEARLY 
%  CHG 

10.2 

AUTOS  (12/28)  units 

0 

125,842# 

NM 

TRUCKS  (12/28)  units 

0 

132,499# 

NM 

ELECTRIC  POWER  (12/28)  millions  of  kilowatt-hrs.  NA 

66,837# 

NA 

CRUDE-OIL  REFINING  (12/28)  thous.  of  bbl./day  NA 

14,210# 

NA 

COAL  (12/21)  thous.  of  net  tons 

21,239# 

21,939 

7.1 

LUMBER  (12/21)  millions  of  ft. 

464. 6# 

478.1 

9.8 

RAIL  FREIGHT  (12/21)  billions  of  ton-miles 

25. 6# 

26.9 

4.9 

Sources:  American  Iron  &  Steel  Institute.  Ward's 
Institute.  American  Petroleum  Institute.  Energy  Dept 
American  Railroads 

Automotive  Reports.  Edison  Electric 
,  WWPA",  SFPA',  Association  of 

PRICES 

GOLD  (12/30)  $/troy  oz. 

LATEST 
WEEK 

369.250 

WEEK 
AGO 

368.900 

YEARLY 
%  CHG 

-5.3 

STEEL  SCRAP  (12/27)  #1  heavy,  $/ton 

116.50 

116.50 

-13.7 

COPPER  (12/27)  e/lb. 

102.0 

104.6 

-21.9 

ALUMINUM  (12/27)  c/ib 

72.5 

72.5 

-9.1 

COTTON  (12/28)  strict  low  middling  1-1/16  in.. 

e/lb.  72.32 

72.17 

-9.0 

OIL  (12/30)  $/bbl. 

25.19 

27.95 

27.2 

CRB  FOODSTUFFS  (12/27)  1967=100 

233.22 

232.46 

-1.1 

CRB  RAW  INDUSTRIALS  (12/27)  1967=100 

335.32 

333.49 

1.1 

Sources:  London  Wednesday  final  setting,  Chicago 
market,   NVMEX,  Commoditv  Research  Bureau 

market,  Metals 

Week.  fVIemphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (12/30) 

LATEST 
WEEK 

115.85 

WEEK 
AGO 

114.48 

YEAR 
AGO 

105  05 

GERMAN  MARK  (12/30) 

1.56 

1.56 

1.45 

BRITISH  POUND  (12/30) 

1.69 

1.67 

1.55 

FRENCH  FRANC  (12/30) 

5.25 

5.25 

4.95 

ITALIAN  LIRA  (12/30) 

1531.5 

1528.5 

1579.6 

CANADIAN  DOLLAR  (12/30) 

1.37 

1.37 

1.36 

MEXICAN  PESO  (12/30) 

7.853 

7.836 

7.580 

TRADE-WEIGHTED  DOLLAR  INDEX  (12/30) 

99.7 

99.3 

97.9 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  dollar  via  J.P  Morgan 


1  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  mdex  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
l^Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


i  iNVENTORIES 

Jan.  7,  10  a.m. EST  >■  Manufactur- 
ibly  increased  their  inventories  by 
5%  in  November,  bigger  than  the 
m  added  in  October,  Factory  out- 
:ed  in  November,  and  some  of 
)ds  were  added  to  stockpiles.  Fac- 
rs  probably  fell  slightly,  after  rising 
October. 

MENT  CREDIT 

'ay,  Jan.  8,  3  p.m.EST>  Consumers 
borrowed  $3.3  billion  more  than 
I  off  in  November,  says  the  median 
of  economists  surveyed  by  mms 
onal,  one  of  The  McGraw-Hill  Com- 
iales  of  motor  vehicles  rose  mod- 


estly in  November,  and  other  retail  buying 
increased.  In  October,  installment  credit 
grew  by  just  $2.3  billion.  Concerns  about 
the  high  levels  of  household  debt  have 
raised  questions  about  consumer  spending 
in  the  first  half  of  1997.  However,  the 
delinquency  rate  on  credit  cards  fell  in  the 
third  quarter  of  1996,  the  first  decline  in 
two  years.  That's  a  sign  that  debt  levels  are 
still  manageable. 

PRODUCER  PRICE  INDEX 

Thursday,  Jan.  9,  8:30  a.m.EST>  The  mms 
survey  expects  that  producer  prices  of  fin- 
ished goods  rose  0.2%  in  December,  after 
rising  energy  prices  led  the  0.4%  jump  in 
November.  Excluding  food  and  energy, 


prices  also  likely  increased  0.2%,  after  a 
0.1%  rise  in  November.  Yearly  price 
increases  at  the  wholesale  level  are  starting 
to  keep  pace  with  consumer  inflation,  but  at 
about  3%,  both  inflation  rates  are  modest. 

EMPLOYMENT 

Friday,  Jan.  10,  8:30  a.m.EST^  The  mms 
median  forecast  calls  for  a  155,000  gain  in 
nonfarm  payrolls  in  December.  That's  high- 
er than  the  118,000  jobs  added  in  Novem- 
ber. Retail  jobs  likely  led  the  gains  in  the 
private  sector.  And  after  two  monthly 
declines,  government  jobs  probably 
bounced  back.  The  unemployment  rate  like- 
ly edged  back  down  to  5.3%  in  December, 
after  rising  to  5.4%  in  November. 


RI|c;iNFRS  WFFK  /  lANIIARY 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or  feature  with  a  significant 
reference  to  a  company.  Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Abbott  (ABTl  110 
AcerAmenca  55. 106 
Advanced  Micro  Devices  (AMD)  6. 
106 

Aetna  Life  &  Casualty  (AED  58. 

114,134 

Aerospatiale  96 
Agouron  Pharmaceuticals 

(AGPH)  110 
AK  Steel  (AKS)  99 
Alcoa  (AA)  99 
Allina  Healtti  Systerrs  114 
Amaxon.com  74 
American  Airlines  (AMR)  120 
American  Express  (AXP)  116 
Amencan  Sky  Broadcasting 

(NWS)  69 

America  Online  (AMER)  12.34.69. 
104.116 

Ameritech  (AIT)  51,116 
Amgen(AMGN)  110 
AmSouth  Bancorp  (ASO)  128 
AnnTaylor  (ANN)  119 
Apple  Computer  (AAPL)  8. 24. 36. 
37.67,74. 106 

Applied  Matenals  (AMAT)  106 
Archer  Daniels  Midland  (ADM)  8 
Armco(AS)  99 

AT&T(D  6.8.58.67.108.116 

Atlantek  8 

Aura  Systems  8 

Authentic  Fitness  69 

AutoNation  92 

Avon  Products  (AVP)  58 

B 


Baan  104 

Baker  Hughes  (BHD  94 
Bandai  Digital  Entertainment  24 
Bausch  &  Lomb  (BOL)  39 
Bear  Steams  (BSC)  118 
Bell  Atlantic  (BEL)  46.108,116 
Berkeley  Systems  83 
Bernstein  (Sanford  C.)  130 
Best  (A  M.)  134 
Bethlehem  Steel  (BS)  99 
Bison  Gear  &  Engineering  86 
Blockbuster  Entertainment  92.132 
BMW  51.92 

Boeing  (BA)  6. 8. 58. 86. 96 
Borland  International  (BORL)  8 
Bright  Horizons  Children's 
Centers  74 

Bnstol-Myers  Squibb  (BMY)  110 
British  Aerospace  96 
British  Ainways  (BAB)  120 
British  Petroleum  (BP)  94 
British  Steel  (BSD  99 
British  Telecommunications 
(BTY)  8,69.116 
Brookstone  (BKST)  55 
Brown  Brothers  Hamman  42 
BT  Securities  96 


Calyx  &  Corolla  74 
Canon  78 

Capital  Citiea/ABC  (CCB)  116 
"argill  114 
Carf.'iax  92 
Carmel  Group  116 
CBS  116 

Challenger  Gray  &  Chnstmas  86 
Check  Point  Software  (CHKPF)  104 
Chicago  108 
Chiron  (CHIR)  110 


Chrysler  (C)  8, 30, 47. 58. 86, 92, 
99 

CIBA  Vision  39 
CINergy(CIN)  118 
Circuit  City  Stores  (CO  92,119 
Cisco  Systems  (CSCO)  58 
Citizen  Amenca  24 
CMG  Information  Services  34 
Coca-Cola  (KO)  12 
Columbia/HCA  Healthcare 
(COL)  114 

Compaq  Computer  (CPQ)  58 
CompUSA  (CPU)  55 
CompuServe  116 
Computer  Associates  (CA)  104 
ConAgra  (CAG)  98 
Concert  8 
ConraiKCRR)  120 
Continental  Airlines  (CALA)  58, 
120 

Coors  Brewing  118 
Corbis  83 
Cowen  110,116 
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Editorials 


THE  AGE  OF  FINANCE 


Twenty-five  years  ago,  representatives  of  the  10  largest 
industrial  nations  met  at  the  Smithsonian  Institution  in 
Washington  to  plan  the  rescue  of  their  wobbly  cur- 
rencies and  restore  order  to  the  international  financial  system. 
Their  agreement  was  hailed  as  a  great  achievement,  but 
within  a  few  months,  the  Bretton  Woods  fixed-exchange-rate 
system,  in  effect  since  1944,  collapsed  for  good.  Far  from 
being  the  disaster  many  feai-ed,  though,  the  breakdown  of 
Bretton  Woods  ushered  in  a  whole  new  era  of  finance.  Float- 
ing exchange  rates  eased  cross-border  investments,  encour- 
aged a  proliferation  of  new  products,  and  toppled  capital 
controls  and  other  financial  regulations.  Today,  financial  mar- 
kets act  as  powerful  agents  of  capital,  seeking  value  where 
they  can  and  wiinging  concessions  from  policymakers.  The 
markets  are  hardly  always  rational — prices  habitually  ricochet, 
and  the  illogic  of  the  markets'  day-to-day  behavior  can  be 
mystifying,  if  not  tenifying.  CuiTently,  the  dollar  is  strength- 
ening, the  Nikkei  is  again  taking  a  dnabbing,  and  Federal  Re- 
serve Board  Chairman  Alan  Greenspan  worries  about  possi- 
ble "in*ational  exuberance"  in  the  stock  market.  Just  what  has 
the  Age  of  Finance  wrought? 

A  great  deal  of  good,  as  it  turns  out.  It's  difficult  to  re- 
member or  imagine,  but  when  the  post-World  War  II  financial 
system  first  spun  apart  in  the  early  1970s,  people  were 
gripped  by  fear  The  dollar  would  tumble  into  an  abyss.  Con- 
sumers and  markets  would  become  paralyzed  by  uncertainty. 
Governments  would  compete  to  depreciate  their  currencies 
and  pursue  other  beggar-thy-neighbor  policies  such  as  those 
that  sent  the  global  economy  deeper  into  depression  in  the 
1930s.  Trade  would  shiink,  investment  would  dry  up,  growth 
would  stall. 

It  never  happened.  Yes,  there  was  stagflation  in  the  1970s. 
Debt  crises  erupted  periodically  in  the  Third  World.  Budget 
deficits  grew.  The  U.  S.  stock  market  crashed  in  1987.  Re- 
peatedly, monetary  and  fiscal  crises  threatened  chaos  and 


destruction,  and  just  as  repeatedly,  government  officials 
died  and  the  financial  markets  retreated  from  the  b 
Markets  have  been  relatively  unfettered,  but  central  bai 
and  international  authorities  have  not  totally  abdicate 
sponsibility.  Markets  have  been  messy  and  unpredici 
but  growth  has  continued. 

Indeed,  the  unraveling  of  Bretton  Woods  has  been  a 
nomenal  boon  for  the  world  economy.  Trade  not  only 
implode,  it  exploded.  Twenty-five  years  ago,  the  val 
world  trade  was  $300  billion  in  nominal  terms.  Last  y( 
reached  $5  trilhon — a  staggering  gain  of  more  than  17 
Investment  held  up  well  in  most  of  the  industrial  world : 
1980s,  took  off  in  the  developing  world,  and  now,  ai 
sluggish  period,  has  risen  in  the  U.  S. 

Equally  important,  the  financial  markets  have  don 
economic  policy  what  governments  couldn't  do  themselve 
pose  a  disciphne  that  forces  trade  and  budget  imbalan( 
be  corrected  and  closed  economies  to  open  up.  Sometime 
discipline  is  harsh,  but  usually  that's  because  govemmen 
lay  and  delay — witness  the  renewed  fall  of  the  Nikl 
investors  assess  the  effects  of  fiscal  missteps  and  bela 
nancial  deregulation.  But  the  markets  can  also  reward 
policies  and  good  gi-owth — as  shown  by  the  U.  S.  stock 
ket's  strong  performance  in  1996. 

From  time  to  time,  gold  bugs  urge  the  return  to  a 
rate  exchange  system  with  cun-ency  values  pegged  t 
price  of  gold  bullion.  Less  zealous  financial  experts 
pleaded  for  the  adoption  of  a  more  stable  system  with 
lines  for  currency  trading.  And  Europe  is  moving, 
with  some  countries  kicking  and  screaming,  toward 
common  cmrency  in  1999.  But  history  shows  that  the  t 
of  proof  is  on  the  opponents  of  floating  rates — and,  1 
tension,  the  opponents  of  free  financial  markets.  As  the 
the  Volkswagen  Beetle  used  to  say:  It's  ugly,  but  i 
you  there. 


JAPAN:  AUSTERITY  MAY  HOBBLE  REFORM 

cal  austerity  is  likely  to  hit  them  a  good  deal  harder  i 
will  their  multinational  competitors,  who  can  always 
their  risks  across  the  globe.  The  Japanese  economy 
weak,  and  fiscal  austerity  at  this  time  is  certain  to 
CO  very.  However,  the  ambitious  restructuring  in  the  li 
industry  now  promises  to  take  place  against  such  a  ba 
of  fiscal  austerity,  with  the  sales  tax  rising  to  5%  fn 
spending  trimmed,  and  a  planned  rebate  on  incomt 
repealed.  j 
It  looks  to  be  a  ham-handed  plan,  especially  since  til 
erwise  welcome  reforms  are  certain  to  claim  some 
rate  victims.  Better  to  open  up  the  financial  markets  1| 
petition  and  ease  the  way  with  less  austerity. 


It's  beginning  to  look  as  though  Prime  Minister  Ryutaro 
Hashimoto  is  serious  about  reforming  Japan's  financial 
system.  Over  the  past  couple  of  months,  he  has  an- 
nounced several  measui'es  to  open  up  the  banking,  brokerage, 
and  insurance  industries  to  foreign  competition.  However,  it 
has  taken  a  while  for  the  message  to  sink  in.  Now,  the  stocks 
of  numerous  companies  in  Japan's  heretofore  protected  fi- 
nancial markets  are  nose-diving,  pulhng  the  Nikkei  down 
yet  again  (page  42).  Significantly,  though,  a  group  of  highly 
competitive  multinational  companies,  including  Toyota,  Honda, 
and  Sony,  have  held  up  during  the  market  sell-off. 

The  domestically  oriented  stocks  ai'e  all  the  more  likely  to 
be  unloaded  for  another  I'eason:  Japan's  continued  policy  of  fis- 
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Hoechst  is  a  world  leadi 
and  chemicals.  But  how 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  andch^ 




pharmaceutiCcii^ 
arth  is  it  pronounced? 


You  probably  come  across  us 
every  day,  perhaps  without  even 
knowing  it. 

Maybe  in  our  medicines  that 
help  doctors  keep  you  healthy  or 
treat  serious  illnesses. 

Or  in  the  food  on  your  table, 
grown  with  the  help  of  our  agri- 
cultural products. 

Or  maybe  in  your  home  or  car 
where  our  fibers,  plastics  and 
paints  make  your  life  easier,  safer 
and  brighter. 

But  with  our  name  some  people 
still  get  a  little  tongue-tied! 

It's  actually  very  easy. 

We're  called  Hoechst,  pro- 
nounced "Herkst". 

You  can  say  that  again! 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 
Hoechst  Celanese  Corp. 

P.O.  Box  2500 

Somerville,  NJ  08876-1258 
Internet: 

http://www.hoechst.com/ 


of  160,000  people  worldwide,  annual  sales  total  $  36  billion. 


Hoechst 


THE  REICHMANNS 

Paul  Reichmann 
was  so  gifted,  so 
pious,  so  ambitious. 
So  how  could  the 
real  estate  genius 
behind  Olympia  & 
York  fail? 

page  54 
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54    THE  REICHMANNS 

An  intense,  ultra-Orthodox  Jewdsh 
family,  the  Reiehmanns  built  a  $10 
billion  empire  on  a  foundation  of  savvy, 
if  contrarian,  real  estate  ventui-es.  In 
all,  five  brothers  were  involved,  but 
one — Paul — stood  apart  as  the  most 
gifted.  Unfalteringly,  he  guided  Toronto- 
based  Olympia  &  York  to  the  heights  of 
business  success.  Then,  his  world  came 
crashing  down.  Here's  how  it  hapjjened, 
in  an  excei'pt  fi'om  Senior  Writer 
Anthony  Bianeo's  book  The 
Reichmcu/iis:  Family,  Faith,  Fotiune, 
and  the  Enipii'c  of  01  i/nipia  S:  York 
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2  BUSINESS  WEEK  /  JANUARY  20,  1997 


CLASSIC  RON 

Perelman's  plan 
at  Marvel  revives 
his  quick-buck 
image  page  76 


MACKATTA^ 
The  controversy 
surrounding 
ex-Chief  of  Staff 
McLarty  page  72 


Tandy  critics 
urge  Roach  to 
step  aside  page  28 

TOLL  CALL 
Bell  x^tiantic's 
foray  into 
Mexico  gets 
costlier  page  42 


NEW  DEAL 

Social  Security  needs  fixing.  The 
$1  trillion  question  is  how  page  24 


I  J 

r   • 

mment 

IGTON  OUTLOOK 

.ors  are  back  in  business,  and 
s  is  bracing  for  the  worst 

ice 

ONS  IN  McLARTTS  CLOSET? 

ag  questions  about  Aricla's 
and  close  Clinton  pal  are 
g  the  Administration 
ILL  BUY  THIS  PRIVATE  EYE? 

ssociates'  talks  with  Coopers  & 
d  end,  but  the  investigative  fii-m 
n  play 

RILS  OF  PERELMAN 

lity  to  raise  funds  in  the  future 
damaged  by  Marvel's 
;)tcy — and  angry  bondholders 
WALL  STREET 

MENT  FIGURES  OF  THE  WEEK 

•tainment 

WBIZ  NO  BIZ  FOR  ITT? 

the  former  conglomerate's 
inment  forays  have  met  trouble, 
its  hotels  are  still  thiiving 


The  Corporation 


82    THIS  CAT  KEEPS  ON  PURRING 

Despite  labor  woes.  Caterpillar's  plan  to 
cut  costs,  expand  its  product  line,  and 
compete  at  home  is  paying  off 

Information  Processing 

16    TECHNOLOGY  &  YOU 

aol's  Academic  Assistance  Center 
guides  students  to  research  sites 
85    AT&rS  WIRELESS  END  RUN 

The  giant  quietly  considers  cellular 
service  as  a  way  to  invade  the  Baby 
Bells'  local-phone  turf 

Science  &  Technology 

91  DEVELOPMENTS  TO  WATCH 

How  the  brain  spots  faces,  new  hope  for 
multiple  sclerosis  via  cell  gi-afts,  love  in 
the  time  of  computer  chips 

92  GENE  THERAPY:  A  LIFT  FROM  THE  FTC 

Trustbusters  take  early  action  to  foster 
competition  in  the  new  field  by  putting 
conditions  on  a  merger 


Legal  Affairs 


94    PRUDENTIAL'S  RUSH  TO  SETTLE 

Its  proposed  deal  with  victimized 
policyholders  is  under  attack  for  its 
puny  payout  and  cumbersome  filing- 
process — among  other  things 

Personal  Business 

98    INVESTING:  International  small  caps 
AIRLINES:  Safety  and  foreign  carriers 

Features 

4    UP  FRONT 
8    READERS  REPORT 
8    CORRECTIONS  &  CLARIFICATIONS 
14  BOOKS 

Greider:  One  Woi-ld,  Readtj  or  Not: 
The  Manic  Logic  of  Global 
Capitalism 

101  BUSINESS  WEEK  INDEX 

102  INDEX  TO  COMPANIES 
104  EDITORIALS 

How  to  resecure  Social  Secui-ity 
Global  inflation?  Not  just  yet 
The  tioistbusters  get  one  right 


BUSINESS  WEEK  ONLINE:  Internet:  www.businessweek.com  America  Online:  Keyword:  514^ 


BUSINESS  WEEK  /  JANUARY  20,  1997  3 


Up  Front 


EDITED  BY  LARRY  LIGHT 
CAR  TALK 

TAURUS  MAY  TUMBLE 
FROM  THE  TOP 

TAURUS,   AMERICA'S  TOP- 

selling  car  for  the  fifth  year 
in  a  row,  likely  won't  be  able 
to  retain  the  crown  in  '97. 
Ross  Roberts,  the  usually 
confident  Ford  Div.  general 
manager,  says  Honda  should 


NO  BULL:  It.-  J, 


ijjij  li  es 


e  foei 


be  able  to  sell  more  Accords 
(No.  2  in  1996)  and  Toyota 
more  Camrys  (No.  3). 

Roberts  contends  Japanese 
rivals  can  easily  supplement 
U.  S.  production  by  shipping 
over  more  sedans,  since  the 


yen  has  weakened  so  much 
lately.  "If  they  start  import- 
ing, there  is  no  way  we  can 
beat  them,"  he  says. 

Plus,  maybe  Ford  can  no 
longer  afford  the  best-seller 
derby,  analysts  say.  To  hold 
the  title.  Ford  has  had  to  re- 
sort to  .$l,000-per-cai'  rebates 
and  lower-profit  fleet  sales.  In- 
deed. Roberts  says  he  wants 
more  emphasis  on  the  Con- 
tour compact,  which 
lost  sales  as  dealers 
steered  buyers  to 
Tauras  to  win  the 
laurels.  'We've  got 
to  do  things  v^ith 
our  other  brands 
we've  not  done  be- 
cause of  the  Taurus 
race."  he  says. 
Analysts  say 
'"','/  that  the  Camrv'  is 
in  the  strongest  po- 
sition to  take  the  honors  this 
year.  The  Camiy  got  a  model 
changeover  out  of  the  way  at 
its  Georgetown  (Ky.)  plant 
last  fall,  so  nothing  should  im- 
pede higher  U.  S.  production 
in  1997.       Keith  Xaughton 


SLUGFESTS 


AT&T'S  NACOHIO:  BEHIND  THE  HASTY  EXIT 


DID  JOSEPH   .N'ACCHIO  JU.MP 

from  AT&T?  Or  was  he 
pushed?  Nacchio,  a  27-year 
.AT&T  vet,  had  headed  its  con- 
sumer long-distance  unit 
before  resigning  Dec. 
22  to  head  Qwest 
Communications. 

The  unofficial  at&t 
vei-sion  is  that  he  left 
because  newly  named 
President  .John  Wal- 
ter was  planning  to 
replace  him.  Nacchio. 
though,  says  he  had  QUIT  for 
begun  talks  with 
startup  Qwest  thi-ee  months 
earlier,  before  Walter's  hir- 
ing, because  he  wanted  to 
run  his  own  company.  And 
Nacchio  says  he  had  planned 
to  resign  at  the  first  of  the 
vear.  but  Walter  ordered  him 


to  quit  sooner.  "It's  the  worst 
corporate  muscling  I've  ever 
seen,"  says  Nacchio.  "They 
are  only  interested  in  pro- 
tecting the  image  of  their 
new  president." 

The  denouement 
was  no  surprise  to 
an  e.xec  close  to 
both  men:  "They 
are  both  very  ag- 
gi-essive,  ver\'  corn- 
Ik  petitive."  Nacchio 
m  won  kudos  for  re- 
Qwest  viving  the  long-dis- 
tance  biz  when  he 
took  over  in  1992  and  got 
some  of  the  blame  for  its  '96 
relapse.  His  successor,  Gail 
McGovem,  is  considered  high- 
ly competent  and  not  nearly 
as  brash  as  Nacchio — or 
Walter        Catherine  Arnst 


^1 


TALK  SHOW  "To  whatever  degree,  in  any  way,  that  I 
brought  controversy  or  inappropriate  attention  to  the  Hoi 
I  apologize." 

— Neiit  Gingrich,  after  tough  fight  to  regain  the  speakership 
EXECUTIVE  SWEETS 

AT  APPLE,  PAY  THAT  DEFIES  GRAVITY 


BESIDES     FIXING  APPLE 

Computer,  Gilbert  Amelio 
faces  another  challenge:  get- 
ting his  hefty  pay  package — 
one  of  Sihcon  Valley's  lush- 
est— approved  at  Apple's  Feb. 
5  annual  meet- 
ing. Because  he 
signed  on  after 
the  last  annual 
meeting,  replac- 
i  n  g  Michael 
Spindler,  shai'e- 
holders  only 
now  get  to  vote 
whether  to  AMELIO: 
grant  him  1 
million  stock  options  and  up 
to  1  miUion  shares. 

Although  no  opposition  to 
Amelio's  pay  has  surfaced,  his 
tenure  has  yet  to  produce  the 
turnaround  investors  hoped 
for.  Since  he  took  over  Feb. 
2.  shares  have  dropped  39% 
and  now  hover  below  IS. 


Apple  says  it  v\dll  book 
other  big  quailerly  loss  c, 
to  $150  miUion.  ^ 
Shareholders  v.-on't  g( 
vote  on  the  $2.9  millio 
salary  and  bonus,  S20( 
^HHj  signing  be 
^^^H  and  S5  mi-. 
^^|H  loan  thati, 
^P|H  board  akn 
wr     %  awarded 
last  year, 
only  do\ 
for  him  is  I 
his  1  millio 
.it,  1 1  III  ad  tions, 
at  a 

strike  price,  are  undenv 
Quips  pay  expert  Graef 
tal:  "I'd  love  to  short  .A' 
and  buy  shares  of  < 
Ameho  Inc.  Now,  that 
be  a  teirific  investment.' 
lio  couldn't  be  reached 
spokeswoman  ex*pects  t  : 
will  be  0.  K.'d.  Petei-  B. 


FALLING  AXES 

SWITCHING  DRIVERS 
AT  MERCEDES? 

.MERCEDES-BENZ  BOSS 

Helmut  Werner  may  be 
steering  for  the  next  exit. 
For  months  Werner,  60.  has 
been  locked  in  a  power  strag- 
gle with  his  boss,  Jiirgen 
Schrempp,  ceo  of  parent 
Daimler  Benz.  Schrempp  is 
undoing  Daimler's  disasti-ous 
diversification  and  wants 
direct  control  of  the  highly 
profitable  carmaking  opei-a- 


WERNER:  Motowr, 

tions.  After  four  yl 
running  Mercedes,  ^1 
er  has  resisted. 

While  neither  Wej 
nor  the  company  i 
comment,  there  has '( 
a  spate  of  circumstaj 
evidence  he's  lea\ing.j 
the  last  several  y<i 
WeiTier  has  attended:- 
troit's  auto  show,  ho:^ 
a  big  dinner.  At  this  Js* 
ary's  show,  he  stayed  I* 
and  Schi'empp  replaced  J| 
The  company  declined  tc? 
why.  Schrempp  has  reH 
to  quell  the  ramors,  sal 
only:  "I  would  not  comiC 
in  any  way  [on  Werner's- 
ture]  except  to  say  tba* 
is  a  very  good  friend^^ 
highly  placed  German  t'- 
executive  outside  MercK 
says  he  knows  Werner 
tory.  Daimler's  board  ^ 
vote  Jan.  23  on  a  new  cc* 
rate  structure,  which  li 
drop  Werner's  post. 
Woodnijf  and  Bill  Vlasi 
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where  jhould  your  enterprue 
conimiiiiLcatuvu  strategy  begin: 


W 


Cjirth? 

By  kiunvLiig  ne two rL^  from  the  ground  up, 
3 Com  id  delivering  ^olutuvu  for  the  real  ivorld. 


Vi-Afjgf/- 


''Cimipiiti'ruvritKi 
venchr  coiijukiicc  jiiircy  ^ihouv 
greater  ciuitomer  jatuiaclum  wdh 
3Coni  prothict,!  aiuKicrvawi  than 
with  any  oj  their  conipctitor.i. 


Please  call  us  and  we'll  gladly 
provide  you  with  reprints  ol  the 
article  which  quantities  the 
advantages  ot  3Com  ner\"orks.  or 
you  may  access  the  information 
directU'  on  our  website. 


Precious  tew  compjinies  have  mastered  advanced  computer 
netv\'orking.  And  ot  those,  only  one  began  where  the  rubber,  as 
they  say,  meets  the  road:  at  the  user  level.  In  lact,  3Com  has 
networked  more  than  A2  million  users  around  the  \^■orld. 

Knowing  how  networks  work  at  eveiy  level  compels  3Com 
to  deliver  more  than  the  big  switches  and  routers  used  to  run 
Fortune  500  global  systems.  3Com  network  solutions  deliver 
the  consistent  application  response  time 
critical  to  businesses  of  today  like  banks, 
healthcare  providers  and,  not  surprisingly, 
other  miijor  technologs'  companies.  11,  like 
these  companies,  you  consider  networks  to 
be  vital  —  not  optional  —  to  your  business,  contact  3Com. 
With  a  stellar  reputation*  tor  reliabilit\',  value  and  tollow- 

through,  3Com  can  undoubtedK' 
put  your  network  on  a  solid  tooting. 


1-800-NET-3Com 
(option  2) 


www.3com.com/earth 


Inership 


^Com  Corporation.  SCom  is  a  registered  trademark  of  3Com  Corporation. 
-T  trademarks  are  those  ot  their  respective  owners. 
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STREET  NEWS 

A  GUSHER  FOR 
MERRILL  AT  MOBIL? 

EVERY    U.  S.  BROKERAGE 

house  is  expanding  into  fi- 
nancial planning.  But  Meirill 
Lynch  may  have  found  a  way 
to  get  an  edge  in  a  crowded 
field:  It's  targeting  fran- 
chisees, starting 
this  year  with 
the  7,700  who  op- 
erate Mobil  ser- 
vice stations. 

This  vast  mar- 
ket (there  are 
550,000  U.  S. 
franchises  over- 
all) is  potentially 
lucrative.  The  av- 
erage Mobil  dealer 
nets  $85,000  a  yeai-.  And  Mer- 
rill, which  expects  rivals  to 
follow^  has  a  head  stait.  Ne.xt, 
it's  eyeing  franchisees  of  au- 
tomobile dealerships,  hard- 


ware outlets,  and  drugstores. 

MeniE's  approach  is  to  offer 
traditional  investment  and  es- 
tate jjlanning,  j)lus  advice  on 
strategic  business  initiatives, 
such  as  acquiring  other  sta- 
tions and  cutting  costs.  The 
business-planning  sei-vice  "cre- 
ates a  competitive  advantage 
for  oui-  dealers,"  says  Michael 
Roman,  fuels  franchise  man- 


ager  at  Mobil, 
which  gets  about 
20%  of  revenue 
from  franchises. 

Mind  you,  the 
franchisees  have 
to  pick  up  the 
tab— $175  for  a 
personal  financial 
plan  and  $750  for 
a  business  plan. 
But  Mobil  has 
spent  more  than  $250,000  to 
market  the  planning  progi'am 
and  educate  20  Merrill  finan- 
cial consultants  on  oil-indus- 
tiy  issues.        AVfVi/  Capell 


1^, 


FREEDOM  PATROL 


ADAM  SMITH  VS.  BIG  BROTHER 


DO  ECONO.MIC  AND  POLITICAL 

freedom  go  hand  in  hand,  as 
some  conservatives  believe? 
Two  recent  global  rankings 
raise  questions  about  that. 

The  annual  Index  of  Eco- 
nomic Fi'eedom,  by  the  con- 
servative Heritage  Founda- 
tiuii  and   77/r   Wall  Street 


SINGAPORE:  "Doii't-do"  signs. 


Journal,  ranks  Hong  Kong 
first,  Singapore  second,  and 
Bahrain  third.  Criteria  in- 
clude tax  policy  and  property 
rights.  But  look  at  the  report 
on  civil  liberties  from  Free- 
dom House,  a  human  rights 
gi'oup.  Its  rankings  are:  free, 
partly  free,  not  free.  Even 
before   Beijing's  takeover. 


Hong  Kong  has  only  a  "part- 
ly free"  rating.  Singapore — 
knowTi  for  its  "don't-do"  signs 
and  bashing  of  opposition 
pols — is  also  "partly  free." 
"Not  free"  Bahrain  cracks 
down  on  Shiite  dissidents. 
Heritage's  Bryan  Johnson 
hopes  Singapore  and  Bahi-ain 
will  imitate  Chile,  where 
economic  freedom  spurred 
democracy.         Stan  Crock 


DRAWN  &  QUARTERED 


IPO  TURKEY  WATCH 

WALL  STREET'S 
DESIGNER  DUD 

TRENDY   BEACHWEAR  AND 

sportswear  fashions  from 
Mossimo  Giannulli  have  been 
hot.  Lately,  though.  Wall 
Street  has  cooled  toward  the 
designer's  Irvine  (Calif.) 
company,  Mossimo. 

Since  it  went  public  last 
Febiuary  at  18,  the  stock  hit 
a  high  of  50  in  June,  then 
gTadually  dropped  to  its  low 
of  VZy-  on  Jan.  8—31%  off  the 
opening  price,  75%  off  the 
high.  The  biggest  decline 
came  in  early  November, 
when  Mossimo  announced 
lower-than-expected  earnings 
of  15(Z  per  share  for  the  third 
quarter  ended  Sept.  30,  vs. 
21(2  the  year  before. 

The  culprit:  Mossimo's 
huge  development  costs  to 
expand  its  men's  fall  sports- 
wear line  and  begin  a 
women's  collection.  But  ana- 


lysts say  Mossimo  i-^  ni 
latedly  assembling  the 
distribution,  and  maiiai 
assets  needed  to  pu^ 
new  products.  Th>' 
says  Hambrecht  i:  ■ 
Shelly  Hale  Young,  ; 
won't  be  able  to  sum,,. 

MOSSIMO  PERFORMS 


spectacular  25%  oik" 
profit  margin. 

CEO  Giannulh  says  hs 
dressing  those  concers 
for  instance,  using  few' 
cheaper  contract  manu  ci 
ers.  And  he  points  ni 
Mossimo  is  more  po])ul; 
ever,  with  third-quari  < 
up  69%.  Lisa  N-'. 


THE  BIG  PICTURE 


II 


MEN 


WOMEN 


LABOR'S  GENDER  GAP 

A  strong  economy  has 
helped  push  the  number 
of  people  looking  for  or 
holding  jobs  to  a  record 
66.9%  of  the  working-age 
population.  In  recent 
years,  women's  partici- 
pation rate  has  risen 
steadily,  while  men's 
has  dropped  off. 


PERCENT  OF  WORKING- 
AGE  POPULATION  LOOKING 
FOR  OR  HOLDING  JOBS 


76 

▲  PERCENT 

DATA-  BUREAU  OF  UBOR  STATISTICS.  WORK  IN  AMERICA  INSTITUTE 


■96* 
AS  Of  NOV  30 


FOOTNOTES  Foreign  companies  listed  on  stock  exchanges  in  the  U.  S.,  1990:  434;  1996:  856 
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t  helped  to  have  a 
ontrol  fiieaks  on 


Who  better  to  design  and 
engineer  a  great  handling  sedan 
than  people  who  are  obsessed 
with  power  and  control? 

It  was  just  such  people  who 
insisted  Dodge  Stratus  ES  have 
standard  anti-lock  brakes  as  well  as 
a  fully  independent,  modified 

double-wishbone  suspension 
like  you  'd  find  in  race  cars. 
They  lobbied  for  an 
available  speed-sensitive, 
variable-assist,  rack-and- 
pinion  steering  system  that 
allows  for  easy  maneuvering  in  parking 
situations,  yet  provides  plenty  of  road 
input  at  speed.  They  wanted  the  option  of 
an  AutoStick^  transmission  that  gives 


you  the  responsiveness  of  a 
manual.  And  in  their  ultimate 
power  play,  they 
saw  to  it  that 
Stratus  ES  has 
an  available  24-valve, 
single  overhead  cam  V-6. 

But  by  meeting  their  demands,  it  seems 
we  met  yours,  too.  Because  in  J.D.  Power 
and  Associates  latest  APEAL  Study", 
Stratus  tied  as  the  "Most  Appealing  Entiy 
Mid-Size  Car."* 

For  still  more  information,  call 
1-800-4-A-DODGE  or  visit  our  Web 
site  at  http://www.4adodge.com 


Dodge  is  the  official  vehicle  o  f  the  Skip  Barber  Driving  School. 


Stratus  M  The  New  Dodge 

"1996  Automotive  Performance.  Execution,  and  Layout  Study,  based  on  25.492  consumer  responses.    Always  wear  your  seat  belt. 
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GET  TOUGH 

WITH  WALL  STREET  THUGS 

Yom-  Cover  Stoiy  on  Mob  influence  in 
stock  trading  was  both  gripping  and 
worrisome  ("The  Mob  on  Wall  Street," 
Dec.  16).  Investors  at  home  and  abroad 
should  be  concerned  if  financial  self-reg- 
ulation can  be  successfully  corrupted 
even  in  the  standard-setting  U.  S.  mar- 
ketplace. Speedy  whistle-blowing  and 
severe  penalties  are  the  only  formula 
for  effective  self-policing.  And  there  is 
no  practical  alternative  to  self-regula- 
tion. If  the  NASD  can't  or  won't  deal 
with  these  abuses,  then  the  sec  should 
move  in  with  a  very  big  stick. 

Samuel  L.  Hayes  III 
Jacob  Schiff  Professor 
of  Investment  Banking 
Harvard  University  Graduate  School 
of  Business  Administration 
Boston 

I  have  long  suspected  that  what  went 
on  at  NASDAQ  was  a  sort  of  organized 
crime,  a  suspicion  confirmed  by  the  re- 
cent findings  of  the  Justice  Dept.  and 
the  sec:  that  dealers  routinely  colluded 
to  fix  prices.  But  your  recent  Cover 
Story  gives  a  whole  new  meaning  to 
"organized  crime"  in  that  marketplace. 
Outstanding  and  courageous  reporting. 
Let's  hope  Nasdaq's  regulators  do  some- 
thing about  it. 

Thomas  Andre 
Honolulu 

SAGGING  FLESH 

MAKES  LOUSY  COLLATERAL 

A  recent  issue  of  your  magazine 
made  mention  of  a  "novel  loan  program" 
that  would  enable  me — should  I  con- 
clude I'm  fighting  a  losing  battle  against 
crow's  feet  and  a  double  chin — to  bor- 
row money  for  a  face-lift  ("When  the 
wrinkles  just  won't  wait,"  Up  Front, 
Nov.  11).  This  progi-am  is  not  to  be  con- 
fused with  the  "navel  loan  program," 
which  lends  money  for  cosmetic  surgeiy 
in  the  area  of  one's  belly  button. 

A  loan  program  for  cosmetic  surgery 
is  an  idea  whose  time  has  come.  For 


CORRECTIONS  &CLARIFIGATII 

An  article  on  stock  pickers  ("The  Pro; 
of  the  Cover  Story  "Where  to  Invest 
30)  dropped  a  decimal  point.  The 
earnings  ratio  of  Telebras  was  6.5, 

An  item  in  Developments  to  Watch 
chip  recipe:  Add  nitrogen,  bake  at 
Dec.  16)  put  Philippe  M.  Fauchet  < 
design  team  at  the  wrong  inst 
They  are  at  the  University  of  Roches 
Rochester  Institute  of  Technology. 

"What's  on  the  Silicon  Horizon"  (Di 
ments  to  Watch,  Dec.  23)  erred  in 
Japan's  Nagoya  Institute  of  Technok 
the  first  to  build  a  gallium  arsenid 
emitting  diode  on  silicon.  Such  devil 
already  been  built  by  others,  inciudi 
fessor  Y.  H.  Lo  and  his  group  at  Corn 
versify,  who  made  them  in  1993. 


years,  we've  been  able  to  borrc 
ey  to  pay  for  a  house  or  a  c^ 
shouldn't  we  be  able  to  borrov 
for  a  few  nips  and  tucks  that 
able  us  to  look  like  younger  hoj 
ers  and  more  ravishing  motoris 

One  tiling  worries  me.  If  yoi 
on  your  home  mortgage,  the  bn 
foreclose.  If  you  fall  behind  in  - 
payments,  the  bank  can  repos-i, 
car.  What  happens  if  you  fail 
back  the  loan  for  your  face  ii 
you   forced   to   undergo   d  i 
surgery  to  restore  your  laugh 
the  bags  under  your  eyes'.' 
they  get  you  mixed  up  with 
deadbeat  and  end  up  giving  vi 
eyelids?  Or  jowls? 

I  don't  mind  owing  a  httli 
but  a  nip-and-tuck  loan  is  oii 
can  do  without. 

Eric 

X> 

KEEP  UNIONS  OUTSIDE 
THE  HALLS  OF  IVY 

Increased  unionization  amon;, 
at  U.S.  universities  should  br 
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lie  Bar. 


America  was  built  by  those  who  believed  there  was  a  better  way 
to  do  just  about  anything.  These  were  people  who  conquered  a  vast  frontier, 
made  the  world  safe  for  democracy  and  put  a  man  on  the  moon.  Through  it 
all,  we  have  been  at  our  best  when  we  have  set  our  sights  highest. 

in  that  spirit.  The  CIT  Group  proposes  a  series  of  stretch  goals  for 
the  American  economy.  We  believe  that  these  six  aggressive  yet  attainable 
objectives  form  a  foundation  for  a  more  prosperous  21st  Century  America. 

At  The  CIT  Group,  we  are  in  the  business  of  providing  companies 
and  individuals  with  the  financirig  they  need  to  reach  their  goals.  In  fact, 
we  will  lend  over  $8  billion  toward  that  end  in  1997., 

We  have  seen  what  properly  financed  ambition  can  accomplish, 
We  know  how  powerful  the  American  Dream  can  be. 


I 


Ihe  CII  Group's  Slrelch  Go 


SUSTAINABLE,  NON-INFLATIONARY 
GROWTH  OF  3.5% 

In  the  1990s,  the  American  economy  has  grown  at  a  rate  of  approximately  2%  anni 
Given  the  current  realities,  many  believe  that  is  as  high  as  we  can  go  without 
triggering  significant  inflation.  We  disagree  If  the  federal  government  carries  o 
its  promise  to  balance  the  budget  and  American  industry  continues  to  enhance 
productivity,  there  is  no  reason  our  economy  can  t  sustain  at  least  a  3.5%  growl 
level  We  believe  it's  something  worth  shooting  for. 


A  ONE-PAGE  TAX  RETURN 


Whether  through  a  flat  tax  or  some  alternate  method,  enormous  benefits  are  tc 
be  gained  by  making  our  tax  code  simpler  and  more  equitable.  We  believe  it's  p;)  • 
to  create  a  fair  tax  code  that  never  requires  a  return  longer  than  a  single  sheet  i 
paper  For  now,  let's  say  it's  OK  to  use  both  sides. 


9  9  %  ADULT  LITERACY 


A  well-educated  workforce  is  the  most  vital  component  of  a  modern  economy.| 
Yet,  one  out  of  five  adult  Americans  cannot  read  at  an  eighth  grade  level.  We  r^sl 
not  accept  compromise  when  it  comes  to  ensuring  far  higher  standards  of  perfr- 
mance.  Substantial  investments  are  needed  to  create  and  maintain  superior  faei 
and  well-trained  teachers.  We  must  not  only  make  those  investments,  but  also 
rediscover  the  values  that  placed  education  among  our  most  cherished  pursuit-- 


www.cilgn)up.com, 
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r  The  American  Economv 


REDUCTION  IN  REGULATION 


Federal  regulation  has  helped  create  safer  workplaces  and  a  cleaner  environment  All 
too  often,  however,  it  has  also  created  a  crippling  administrative  burden  on  American 
companies.  We  recommend  that  the  private  and  public  sectors  work  together  in 
addressing  this,  with  the  objective  of  eliminating  all  non-essential  regulation  from 
the  law  books.  NX^e  suspect  it  could  at  least  be  cut  in  half 


DRUG-FREE  WORKPLACE 


It  is  estimated  that  alcohol  and  drug  abuse  cost  American  l:>usiness  upwards  of 
$140  billion  a  year  in  absenteeism  and  lost  productivity.  In  the  process,  it  destroys 
careers,  ruins  families  and  eats  at  the  fabric  of  our  society  Ending  this  scourge  wil 
require  a  concerted  and  coordinated  effort  on  criminal,  social  and  medical  fronts. 
With  a  serious  commitment  from  both  public  and  private  sectors,  this  is  a  problem 
that  can  be  solved. 


CTIVE  JOB  FOR  EVERY  ABLE  WORKER 


As  a  nation,  we  have  enormous  challenges  to  meet  and  tremendous  opportunities  to 
explore  We  simply  can't  afford  to  let  able  workers  stand  idle.  We  have  the  capacity 
and  the  need  to  create  a  meaningful  job  for  every  American  who  is  capable  of 
working.  With  a  concerted  effort  on  the  part  of  government  and  industry,  we  can 
and  must  find  a  way  to  unleash  this  capacity. 


le  CIT  Group  is  interested  in  your  goals,  and  in  what  you 
ink  of  ours  for  the  American  economy.  We  invite  you  to 
lit  our  website  at  www.citgroup.com.  At  our  forum  there, 
'U  can  agree,  disagree,  comment  —  even  add  your  own 
etch  goals.  What's  important  is  that  you  participate. 


is  your  higii  ted 
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creativity  Recognized 

The  objective  of  the  Marketing  Computers  ICON  Awards  is  to 

recognize  creative  excellence  in  the  advertising  and  marketing  of 
high-tech  products. 

celebration 

Gold,  silver  and  bronze  awards  will  be  given  in  all  categories. 
Finalists  will  receive  an  official  letter  of  notification  the  week  of 
February  17,  1997.  All  entrants  and  interested  parties  are  welconne 
to  attend  a  gala  dinner  and  awards  presentation  in  San  Francisco 
on  March  24th,  1997. 

Entry  Fees/Deadiines 

All  entries  must  be  received  by  January  8.  Entry  fees  are: 
•Campaign  (categories  1-4,  22) 

First  Campaign  $150.  Eacli  additional  Campaign  $125. 
•Single  Entries  (categories  5-21,  23-36) 

First  Single  Entry  $125.  Additional  Single  Entry  $95. 
Checks  or  money  orders  should  be  made  payable  to  Marketing 
Computers  ICON  Awards.  Send  all  entries  to:  Marketing  Computers 
ICON  Awards,  1515  Broadway,  12th  floor.  New  York,  NY  10036. 


The  judges 

A  distinguished  panel  of  judges  comprised  of  creative  exec 
from  advertising  agencies  and  marketing  executives  from  the 
tech  industry  will  evaluate  the  ICON  entries. 

The  Business  week  $10,000  Best  of  show  aw 

Our  sponsor.  Business  Week,  will  award  a  $10,000  grand  p 
the  judges'  choice  for  overall  excellence  in  all  categories. 

Eligibihty 

Entries  must  have  been  published,  aired  or  taken  place  duri 
calendar  year  1996  (1/1/96  - 12/31/96). 

Who  is  eligible:  Products  and  services  in  the  following  catej  'f 
computer  hardware,  computer  software,  online  services,  cor  r" 
distributors,  computer  and  electronic  retailers,  resellers  and  V  s 

Who  is  not  eligible:  Products  and  services  in  the  following  a 
gories:  video  games,  consumer    sponsored  by: 


electronics,  magazine,  telecom- 
munications (including  beepers, 
cellular  phones,  etc.),  newspaper 


and  newsletter  publishers.  Beyond  news.  inielUgem 


Thi\  ttniinuni  cmenl  ti/ipfars  <i\  a  mailer  of  record  otilv 

$210,000,000 


CASTLE  HARLAN  PAI^TNEKS  II,  L.P. 


in  partneisltip  with  Management  has  acquired 

STATIA  TERMEVALS  GROUP,  IV.V. 


The  undersigned  assisted  in  the  merger  and  financing  negotiations 
and  acted  as  financial  advisor  to  Castle  Harlan  Partners  11.  LP. 


CASTLE  HARIi AJV,  IMC. 


Janiuir\  2ll.  IW7 


Tins  atuuntiucnieii!  appears  a\  a  inaffer  nj  /  <■<  c/t/  oul\ 


$24,100,000 


^      CASTLE  HARLAN  PARTNERS  II,  L.P. 

in  pai  tncrslnp  with  Manai;einenl  liax  aeqinrcd 

TRADE  SCO  MOLD  LIMITED 


The  unJersigncJ  awnfeJ  in  the  nicr\^er  and  finiim  ///t;  nci^ntiarion 
and  acted  u.s  financud  advt\i'r  In  Castle  Harlan  Fanners  II.  LP 


CASTLE  HARLAJV,  IMC. 


Januan  20.  1997 
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ONE  WORLD,  READY  OR  NOT 

The  Manic  Logic  of  Global  Capitalism 

By  William  Greider 

Simon  &  Schuster  •  528pp  •  $27.50 


THE  GLOBAL  ECONOMY: 
A  DREADFUL  RECKONING  ? 


When  William  Greider  discusses 
the  global  economy,  it's  with  a 
chip  on  his  shoulder  and  a 
wistful  eye  for  the  days  when  trade 
stopped  at  the  border  and  capital  rarely 
left  home.  Rather  than  accept  li-ee  trade 
and  borderless  finance  as  inevitable  and 
beneficial,  Greider  sees  little  but  trouble. 
In  One  World,  Readij  or  Not,  the 
Rolling  Stone  national  editor  paints  a 
scaiy  picture  of  a  world  inled  by  self-in- 
tei-ested  multinational  corporations  and 
soulless  investors,  all  vying  to  eam  high 
returns  by  opening  yet  another  factory 
in  yet  another  emerging  economy. 

This  line  of  analysis  is  hardly  new, 
and  at  fii-st  glance  it  would  be  easy  to 
dismiss  One  World  as  just  one  more 
popuhst  tome  out  of  the  Pat  Buchanan- 
Ross  Perot  school.  Indeed,  Greider's 
proposed  remedies,  including  imposing 
tariffs  and  other  restrictions  on  inter- 
national trade  and  investment  flows, 
forcing  e.xporting  nations  to  consume 
more,  and  raising  wages  and  working 
conditions  for  the  emei-ging-economy  la- 
boi'  force,  strike  me  as  impractical  at 
best.  Despite  Gi'eider's  misgivings,  a  lot 
of  jobs  do  depend  on  international  trade. 
And  when  contemplating  the  kind  of 
tit-for-tat  trade  curbs  that  the  author 
envisions,  don't  forget  the  damaging 
protectionism  of  the  Great  Depression. 

Rut  Greider,  who  skillftilly  chronicled 
the  clandestine  inner  workings  of  the 
Federal  Reserve  Board  in  a  previous 
book.  Secrets  of  the  Temple,  should  not 
be  dismissed  out  of  hand.  Drawing  on 
numerous  interviews  with  workers, 
managers,  and  traders  around  the  in- 
dustrial and  emerging  economies,  he  has 
assembled  a  coherent  and  surprisingly 
easy-to-read  series  of  arguments.  Such 
recent  events  as  the  Me.xican  financial 
collai'se  and  I'ecession,  he  says,  are  trou- 
bling examples  of  a  spreading  global 
stress.  Moreover,  he  warns,  the  world 
has  eml)aj'ked  on  "a  reckless  foot  race 


with  history,  plunging  toward  some  sort 
of  dreadful  reckoning." 

What  that  reckoning  may  be,  Greider 
never  really  says.  But  he  hints  at  a 
lurch  back  to  fascism  in  the  industrial- 
ized world,  particularly  if  economic 
strains  continue  to  undo  the  welfare 
state  and  the  very  foundations  of  one 
society  after  another.  Looking  at  Eu- 
rope's spii'aling  unemployment,  slow 
growth,  and  social  tensions  as  it  pre- 
pares to  launch  a  single  cuirency — one 
of  the  European  Union's  solutions  to 
its  global-competitiveness  - 
dilemmas — I  can  only  hope 
he's  not  on  to  something. 

High  on  Greider's  list  of 
problems  is  the  pursuit  of 
labor-saving  technology  de- 
spite uncertain  payoffs.  Vis- 
iting an  eerily  robotized 
Lexus  plant  in  Japan, 
where  Toyota  Motor  Corp. 
can  assemble  a  luxury  car 
with  one-fifth  of  the  worker 
hours  that  Daimler  Benz 
needs  to  turn  out  such  a  W-jllipm 
vehicle  in  Germany,  he  is  Willlalll 
amazed.  But  what  happens  when  Toy- 
ota's competitors  make  the  same  leap? 
Does  everyone  benefit?  Hardly,  ai'giies 
Greider,  who  maintains  that  technology 
competition  will  lead  companies  "to  in- 
vest in  more  output  of  goods  than  the 
global  marketplace  of  consumers  can 
possibly  absorb."  The  unfortunate  re- 
sult: "a  seemingly  permanent  and  ex- 
panding surplus  in  the  productive  ca- 
pacity of  the  world." 

Exacerbating  this  problem,  Greider 
asserts,  are  the  deals  struck  between 
multinationals  and  overseas  govern- 
ments. He  contends  that  countries  such 
as  China  or  India  cai'e  not  a  whit  about 
the  global  impact  of  attracting  new  pro- 
duction. Rather,  he  says,  they  care 
about  jobs  for  their  citizemy  and  status 
as  world-class  export  manufacturing 


The  Manic  Logic  of  Global  Capitalism 


states.  These  are  needs  that  manj 
porations  seem  only  too  happy  to 
That  willingness  distiu-bs  Greide 
leads  him  to  offer  some  preserij 
that  merit  examination.  He  would 
Washington,  at  least,  ask  whom  A 
can  multinationals  should  ser^ve— 
shareholdei's  or  their  countiy.  Sin 
Greider,  the  answer  is  never  in  c 
he  would  have  the  govei-nment  us 
tax  code  to  discourage  some  foreij 
vestment  and  generally  "shift  it; 
mary  focus  to  defending  the  U. 
dustrial  structure  and  employmen 
the  U.  S.  multinationals  themselv( 
Given  America's  genei'al  reluc 
to  embrace  broad  industrial  policie 
proposal  strikes  me  as  pie  in  th 
And  I  was  left  cold  by  Greider's  i 
ficial  analysis  of  international  fin 
mai'kets — a  suipiise,  given  his  pri 
immersion  in  the  Fed  and  his 
ftiendship,  wliich  he  acknowledges 
top  strategists  for  hedge-fund  s 
managers  George  Soros  and  Pai 
dor  Jones.  To  Greid 
naneial  markets 
anything  but  efficien 
duits  of  capital.  He 
them  as  breeding  gr 
of  instability,  where  | 
and  workers,  salesl 
profit,  jobs  and  iml 
[are]  held  hostage  bl 
gross  price  swings  ci 
unpredictable  comn|l 
called  money."  Not  sii 
ingly,  his  cure  wouldf 
slow  the  system  thi 
new  taxes  and  regull 
This  universal  prescription — ti 
regulate,  and  jawbone  global  tradj 
into  submission — is  the  most 
pointing  facet  of  the  book.  Andj 
Greider  concedes  that  backingj 
from  free  trade  would  involve 
ties,  such  as  the  high  prices  Ja]j 
consumers  pay  for  locally  prcj 
goods  and  services  in  order  to  kei 
mestic  industries  afloat.  Ti-ouble  isi 
long-complaisant  Japanese  consj8 
are  seeking  better  deals  now 
government  tries  to  open  the  ec^ 
to  more  global  competition.  It  ^ 
that  the  attraction  of  free  trade 
sistible  for  many,  even  if  it  leave;6: 
der  uneasy  and  unimpressed. 

BY  WILLIAM  GL/ia 
Se)iior  Writer  GUisyall  coversm 
national  fi)iance  and  economics.] 


Greider 


RATHER  THAN  ACCEPT  FREE-FLOWING  CAPIT 


AS  BENEFICIAL,  GREIDER  SMELLS  ONLY  TROUBI 


14  BUSINESS  WEEK  /  JANUARY  20.  1997 


"Only  Oracle  Applications  provide 
the  flexibility  we  need  to 
integrate  22  business  units  in 
1^0  locations  across  27  countries." 

Dr.  Keith  Turnbull,  Executive  Vice  President 

Alcoa 


Human 
Resources, 


.,  the  world's  largest  manutacturer  ot  aluminum 
;lated  products,  operates  22  independent  busmess 
spanning  27  countries.  They  needed  applications 
;ach  business  unit  could  rapidly 
while  still  sharing  common 
ess  process  and  data.  Alcoa 

Oracle  Applications.  ^^^^  Projects 

?  is  the  world's  fastest-grow-  ^  ' 

ipplier  of  open  busmess  applica- 
,  with  more  manufacturing  and  linancia 
ation  sites  running  than  anyone  else. 


Market 
Management 


Oracle  Applications  automate  your  entire  enterprise 
with  over  30  integrated  software  modules  lor 
finance,  supply  chain  management,  manulacturmg, 
project  systems,  human  resources  and 

Supply  Chain 

Management  market  management. 


Manufacturing 


Finance 


'ed  Techno 


If 


Do  your  busmess  applications 
provide  the  flexibility  you 
need  to  manage  your  business 
If  not,  call  Oracle  at  1-800-633-1061, 
ext.  10076  today.  Or  find  us  on  the  'Web  at 
http://www.oracie.C()m/appIications 


ORACLe 

Enabling  the  Information  Age  ' 


Oracle 


Applications 


1997  Oravie  Corporation,  Omtle  is  a  registered  trademark,  and  Oracle  Applications  and  Enabling  the  Information  Age  are  trademarks  ot  Oracle  Corporation.  All  nglits  reserved. 

All  other  company  and  product  names  are  trademarks  of  their  respective  owners 


Technology  &  You 


BY  G.  DAVID  WALLACE 


THE  ELECTRONIC 
TUTOR  IS  IN 


AOL's  Academic 
Assistance  Center 
helps  thousands  of 
students  every  day 

I suspect  all  of  us  remem- 
ber at  least  one  of  those 
teiTilying  moments  in  our 
school  lives  when  a  ciitical  as- 
signment was  beaiing  down 
on  us,  the  library  was 
closed,  and  we  were 
in  desperate  sti'aits. 
Ah,  if  only  we'd  had 
the  Internet. 

The  Internet  and 
the  Web  are  a  rich 
lode  of  reference  ma- 
terial for  people  of  all 
ages.  There  are  online  maga- 
zines and  newspapers,  ency- 
clopedias, and  technical  jour- 
nals— all  reachable  with  a 
few  clicks  of  a  search  engine. 
Sites  catering  specifically  to 
students  are  especially  use- 
ful during  a  homewoi'lc 
crunch  (table).  But  none  <> 
the  cyber  study  halls  I've 
seen  offer  as  much  as  an  ' 
America  Online  area  called 
the  Academic  Assistance 
Center,  (business  week  on- 
line also  appears  on  AOL.) 
The  AAC  traces  its  origins 
to  the  Cyber  Stone  Age — 
1988 — and  has  grown  into 
a  comprehensive,  well- 
staffed  service  that  goes 
far  beyond  access  to  ref- 
er'ence  works.  Teachers  and 
other  staffers  guide  students 
to  reseai'ch  ai'eas,  answer  spe- 
cific questions,  and  even  offer 
one-on-one  tutoring. 
LIVELY.  The  AAC  never  sleeps. 
When  things  are  slow,  it 
throttles  back  to  a  single  chat 
room.  But  on  a  typical  week- 
night  at  11  p.m.,  it  will  have 
10  rooms  open,  with  students 
filing  off  a  stiing  of  messages, 


teachers  responding,  and  the 
dialogue  scrolling  past  for  all 
participants  to  see.  Besides 
general  rooms  set  aside  for 
students  at  every  level  from 
first  grade  through  college, 
there  are  specialized  rooms 
for  subjects  such  as  Spanish, 
biology,  or  math.  Students 
who  have  made  airangements 


stuff  on  Charles  V."  Kiii- 
mankids  needed  information 
on  Christmas  traditions  in 
Centi'al  America.  Magg  want- 
ed to  know  what  double  jeop- 
ardy is.  The  teachers  didn't 
answer  the  questions  du'ectly 
but  helped  students  think 
about  them  and  offered  sug- 
gestions on  where  they  might 
find  what  they  needed.  Tha- 
natius  said  he  already  had 
tried  the  encyclopedia  and,  at 
one  teacher's  suggestion,  went 
off  to  Knowledge  Database, 
the  AAC's  collection  of  fre- 
quently asked  questions.  Tha- 
natius  was  soon  back,  with 
only  a  paragi-aph  of  infoiTna- 
tion.  A  teacher  suggested  the 
AltaVista  search  engine  and 
told  Thanatius  to  be  sure  to 
jjut  Charles  V  in  quotes. 
"VERY  HELPFUL."  When  I 
checked  with  Thanatius  later, 
he  had  found  what  he  was 
looking  for.  "This  place  is  veiy 
helpful,"  he  messaged  me.  He 
said  he  had  used  the  center 
for  help  on  French,  math, 
chemistry,  and  global  studies. 
"But  sometimes  there  are  too 
many  people  in  the  rooms." 

Presiding  over  this  thriv- 
ing electronic  study  hall  is  Hal 
Rosengarten,  the  Marlboro 
(N.  Y.)  sixth-grade  teacher 
who  is  the  aac  coordinator 
Since  taking  chai'ge  of  the  site 

Study  Help  Online 

ACADEMIC  ASSISTANCE  CENTER 

Key  word:  "AAC"  on  America  Online. 
.  Live  help  from  teachers. 

ELECTRIC  LIBRARY  www.elibrary.com 
Offshoot  of  Prodigy's  Homework  Helper. 

STUDY  HALL  www.click.toplinks.com 
Click  on  "Learning,"  then  "Study 
Hall."  Long  list  of  Web  informa- 
tion sources. 


tors  are  teachers  from 
mentary  school  througl 
lege.  Others  include  do( 
lawyers,  accountants, 
niu'ses — one  of  whom  lo 
fi-om  Britain. 

What  motivates  these 
pie?  After  all,  teachers  y 
I  hve  just  outside  New 
City  get  $50  an  hour  ar 
for  private  tutoring.  Mi 
Bebak,  a  Buffalo  high 
biology  teacher  who  has 
part  of  the  aac  for 
years,  has  a  ready  answ 
reaUy  enjoy  teaching,  an( 
is  a  gi'eat  way  to  help 
dents  all  over  the  coui 
She  says  she  also  like 
sense  of  camaraderie  sh( 
from  working  with  the 
volunteers. 

It  would  be  good 


aheaii  of  lime  by  E-mail  can 
get  individual  help  working 
through  a  math  problem  or 
practicing  theii'  Spanish  verbs. 

Even  on  the  Saturday 
night  between  Chiistmas  and 
New  Year's  Day,  I  found  the 
single  open  room  a  lively 
place.  A  dozen  students  and 
four  teachers  were  on  hand. 
Thanatius  was  after  "some 


ill  199o,  Rosengaiten  has  seen 
the  number  of  students  swell 
fi-om  15  or  so  a  day  to  5,000. 
The  number  of  tutors  has 
gone  fi'om  100  to  1,300  in  the 
same  time.  "It's  a  constant 
battle  getting  people  to  join 
and  stay,"  he  says.  The  tutoi-s, 
like  Rosengaiten,  are  volun- 
teers who  get  only  a  free  AOL 
account.  Some  60%  of  the  tu- 


ifl 

area,  or  one  like  it, 
more  widely  available, 
pily,  more  sites  are  m 
from  the  proprietary 
services  to  the  Web, 
anyone  with  an  Int 
browser  has  access.  Fo 
ample,  Infonautics,  whic 
up  the  innovative  Home 
Helper  reference  siti 
Prodigy  two  years  ago, 
a  similar  service  callei 
Electronic  Library  or 
Web.  It  has  recently  j 
an  area  to  help  student 
topics  for  and  write  res 
papers.  But  don' 
pect  to  find  the 
the  Web  soon. 

Rosengarten  sa^ 
center,  jjarticularl^ 
that  it  has  becor 
popular,  needs  th( 
of  strong  technica 
port  that  AOL  off< 
its  "content  provi( 
Also,  AOL  makes  a 
new  technology 
painful.  For  exaj 
Rosengarten  hopeA 
can  someday  help  the  (^ 
begin  offering  more  mu 
dia,  including  live  chai 
audio,  a  development  to 
language  teachers  arc 
for  So  if  you  hear  a  st 
voice  coming  fi'om  you) 
ly  room  some  night. 
It's  probably  just  Juniu  . 
ting  ready  for  that  big 
ish  test. 


I' 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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AA 


course,  no  one  buys  a  sports  car  for  anything 
-  the  pleasure  of  driving  it.Wlnen 
J  use  the  Citibanl<  A*'Advantage''' 
d,  you'll  have  the  added  pleasure 
earning  one  AAdvantage  mile  on 
lerican  Airlines'"'  for  every  dollar  you 


CITIBANKS     spend* The  Citibank  AAdvantage 
AAdvantage' ;    (-3,-^  ,3  accepted  at  over  I  2  million 


CITIBAN«> 

A^Advantage 


H-i28  0012  315b  18S0 


02/1)  5  0  1/3  1/93  (V 
L  W  A  ^  1;  [  C 


locations.  (It's  sort  of  like  getting  a 
stack  of  miles  as  standard  equipment' 
To  apply,  call  I-800-FLY-4444. 
Never  miss  another  mile. 


or  was  it  the  miles? 

The  maximum  number^of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan  -  Dec  billing  statements),  American  Airlines 
'antage  Platinum* and  AAdvantage  Gold*  members  are  excluded  from  this  limit  American  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines.  Inc, 
mencan  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  awards,  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice, 
-itibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  N.A.  Use  of  credit  cards  for  vehicle  purchases  may  be  limited  by  state  law  or  dealer  policies.  ©  1 997  Citibank  (South  Dakota).  N,  A,  Member  FDIC 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


HOW  UNCLE  SAM  COULD  EASE 
THE  ORGAN  SHORTAGE 


INCENTIVE: 

There  aren't 
enough  Uvers, 
hearts,  and 
kidneys  to  go 
around,  so  why 
not  increase 
the  supply  by 
offering  money 
to  donors? 


Gary  S.  Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


Improvements  during  the  past  decade  in 
the  safety  and  effectiveness  of  liver,  heait, 
and  kidney  transplants  induced  a  rapid 
gi'owlh  in  the  demand  for  organs,  which  now 
far  exceeds  supply.  It  is  essential  to  find  ways 
to  raise  the  supply  of  organs  and  ease  the  suf- 
fei'ing  and  long  wait  that  many  sick  persons 
now  endure.  That  delay  can  cost  hves:  Al- 
most 70  persons  die  each  month  while  waiting 
for  hvers  to  become  available. 

The  waiting  peiiod  varies  enoirnously  from 
state  to  state.  Ti-ansplant  candidates  may  re- 
ceive a  liver  in  less  than  two  weeks  in 
Kansas,  while  in  Massachusetts  tliey  can  lan- 
guish for  nearly  two  years.  Political  jockeying 
among  hospitals  is  the  reason  for  this  region- 
al discrepancy  in  waiting  times.  Livers  are  al- 
located to  patients  in  descending  order  of  de- 
gi'ee  of  sickness  in  the  regions  where  they 
become  available,  even  if  patients  in  other 
regions  are  more  likely  to  be  helped,  because 
smaller  transplant  centers  fear  that  they 
would  be  shut  out  of  a  national  allocation. 
Although  a  national  system  would  reduce  re- 
gional discrepancies  in  waiting  times,  it  would 
not  close  the  growing  gap  between  an  in- 
creasing aggregate  demand  for  liver  trans- 
plants and  a  flat  total  supply. 

There  is  a  similar  shortage  of  other  or- 
gans. About  2,400  heart  transplants  were  per- 
formed in  1995,  but  almost  4,000  persons  are 
on  the  registered  waiting  list  for  such  a  trans- 
plant. The  media  heavily  publicized  the  ago- 
nizing wait  for  a  heart  replacement  in  a  New 
York  hospital  this  past  summer  by  Frank 
Torre,  the  brother  of  the  managei"  of  the 
world  champion  New  York  Yankees  baseball 
team.  The  gaps  between  demand  and  supply 
are  even  gi'eater  for  kidney  and  lung  trans- 
plants: More  than  30,000  persons  are  wait- 
ing for  kidney  transplants,  while  only  about 
10,000  of  these  were  performed  in  1995. 
BETTER  TECHNOLOGY.  To  satisfy  the  larger 
demand  for  transplants,  a  campaign  was 
started  last  sirring,  helped  by  Michael  Jor- 
dan's i)articipation,  to  encourage  people  to 
leave  their  organs  for  transplant  use  after 
they  die.  Potentially,  many  more  organs  can 
become  available,  since  more  than  2  million 
persons  die  annually  in  the  U.  S. — almost 
100,000  in  accidents  alone.  Some  states  in- 
struct individuals  to  indicate  on  driver's  li- 
censes whether  they  give  permission  to  have 
their  organs  donated  upon  death.  Such  infor- 
mation is  valuable  to  hospitals,  since  they 


must  move  quickly  to  preserve  organs 
used  for  transplants. 

If  this  campaign  succeeds  in  indue 
sufficient  number  of  people  to  allow  th( 
gans  to  be  used  after  they  die,  the  sup 
organs  would  be  large  enough  to  satis 
mand.  However,  tMs  does  not  seem  like 
cause  the  number'  of  persons  who  want 
plants  is  increasing  quite  shaiply  as  trar 
technology  improves  and  costs  fall. 

Every  system  of  assigning  prioriti 
organ  transplants  when  supply  is  too 
to  satisfy  demand  raises  difficult  and  li 
unsolvable  ethical  issues  about  who  s 
receive  the  limited  number  of  organs 
able.  The  only  way  to  abolish  the  neiJ 
decide  who  most  deserves  transplants: 
sufficiently  increasing  the  supply  of  <  n'l 
MEDICAL  ETHICS.  Wlien  demand  exceed 
ply  for  ordinary  goods,  the  price  is  rai 
suppliers  in  order  to  induce  them  to  iii 
the  quantities  provided.  Using  similai- 
fives  would  induce  more  people  to  alln\' 
organs  to  be  used  for  transplants  aftc 
die.  For  example,  the  Federal  gov(  r 
might  be  designated  as  the  only  am 
with  the  power  to  buy  organs  for  tran- 
and  would  allocate  them  to  hospitals  w  ; 
tients  that  need  transplants. 

I  realize  that  many  people  wiW  be  hi 
by  any  proposal  to  use  monetaiy  incent 
acquire  organs  for  transplants  from 
who  die.  Tliey  consider  the  pmxhase  ul 
to  be  immoral.  They  say  it  wdll  take 
advantage  of  poor  people,  that  it  will  > 
favoring  the  rich,  that  it  will  be  too 
There  may  be  still  other  objections.  I  s 
considering  the  purchase  of  organs  ni 
cause  other  modifications  to  the  presi' 
tem  so  far  have  been  grossly  inadecji 
end  the  shortage. 

Currently,  replacements  for  defect  i' 
gans  sometimes  become  available  only 
is  too  late  to  help,  and  the  situation  li; 
ened  over  time  as  the  demand  for  traii 
has  gi'own.  A  sizable  increase  in  the  sii 
organs  for  transplants  would  be  a  !> 
all  the  sick  people  who  require  trail- 
and  it  would  end  the  uncertainty  an 
wait  for  donor  organs  to  become  a\ 
Some  alternative  solutions  to  elimin: ' 
large  and  gi'owing  shortage  of  vital  ' 
must  be  found — be  they  monetary  ' 
ments  or  more  effective  appeals  to  1 1 
tarian  motivations. 
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i/lonkey 
>n  your 
lack  #47: 
low  to  get 
started  on 
Vindows  NT 
vith  a  company 
hat's  not  just 
getting  started 
m  Windows  NT. 


WHATEVER  IT  TAKES 


Sure,  there  are  many  eoiupaiiies  that  are 
dabbling  in  Wi)idoios  NT'  )ioivadai/s. 
But  wouldn't  you  ratlier  uial<e  the  move 
zvitli  the  one  eompani)  tliat's  been  close 
to  Windows  NT  since  its  inception? 
Digital.  Our  alliance  with  Microsoft' 
is  backed  by  a  relationship  that's  oz'cr 
a  decade  long.  And  we  have  more  than 
three  years'  real-~world  experience  in 
Windows  NT,  with  proven  hardware- 
and-services  solutions  up  and  running 
globally.  We  also  have  more  trained  and 
certified  Wiiidoios  NT  experts  worldwide 
than  am/  other  Microsoft  partner. 
Even  more  than  Microsoft  itself. 
And  while  Digital  currently  offers 
the  industry's  most  extensive  line  of 
Windoios  NT  hardware  products,  we're 
already  leading  the  ivay  in  64-bit 
computing,  for  the  next  generation  of 
Windows  NT.  All  of  zvhicli  just  goes 
to  slioio  that  we'll  not 
only  get  you  started  on 
Windows  NT,  -we'll  keep 
you  going.  For  more  infor- 
mation, call  1-800-DlGlTAL,  or  visit  air 
Web  site  at  wwio. alliance. digital. com. 

Digital  Equipment  Cotporation,  1997  Digital  and 
thie  Digital  logo  are  trademarks  and  Whatever  It  Takes  is  a 
service  mark  ot  Digital  Equipment  Corporation  Microsoft 
and  Windovws  NT  are  registered  trademarks  ot  Microsoft 
in  ttie  U  S  and  otfier  countries 


Economic  Trends 


BY  GENE  KORETZ 

ACCOUNTING'S  BIG 
GENDER  SWITCH 

More  women — but  still  on  low  rungs 

Anyone  examining  U.  S.  labor  mar- 
kets in  recent  decades  must  be  im- 
pressed by  the  influx  of  women  into 
traditionally  male  fields.  While  the  med- 
ical and  legal  professions  are  often  cited 
as  examples,  the  gender  shift  in  ac- 
counting is  even  more  pronounced. 

In  1970,  less  than  10%  of  bachelor's 
degi'ees  in  accounting  were  awarded  to 
females.  By  the  mid-1980s,  the  share 
exceeded  50%.  Today,  women  account 
for  .55%'  of  bachelor's  degrees  in  the 
subject — and  77%  of  associate's  degi'ees. 
Indeed,  slightly  more  than  half  of  U.  S. 
accountants  are  now  female,  compared 
with  about  25%  of  doctors  and  lawyers. 

All  this  raises  intriguing  cjuestions. 
Will  accounting  become  an  increasingly 
female-dominated  profession?  Is  it  in 
danger  of  becoming  a  multitiered  field, 
with  women  concentrated  on  lower 

WOMEN  ACCOUNTANTS  EDGE 
INTO  THE  ASCENDANCY 


DATA  EDUCATION  DEPT 

i-ungs?  In  a  recent  study,  Patricia  M. 
Flynn,  John  D.  Leeth,  and  Elliott  S. 
Levy  of  Bentley  College  in  Waltham, 
Mass.,  assess  women's — and  men's — like- 
ly roles  in  accounting's  future. 

In  terms  of  gender  mix,  the  re- 
searchers don't  foresee  further  dramat- 
ic inroads  by  women.  For  one  thing, 
male  interest  in  the  profession,  which 
waned  in  the  late  1970s  and  1980s,  has 
since  perked  up.  And  a  tr-end  toward 
diversification  and  specialization  of  ser- 
vices by  accounting  firms  is  affecting 
hiinng  practices  in  ways  that  favor  men. 
In  recent  years,  as  much  as  25%-  of  new 
Mres  have  had  nonaccounting  degi'ees — 
often  in  male-dominated  fields. 

Meanwhile,  with  females  accounting 
for  only  13%-  of  partners  in  accounting 
films,  women  aren't  too  hopeful  about 


their  chances  of  making  it  to  the  top. 
Such  considerations,  plus  long  hom-s  and 
inflexible  schedules,  cause  many  qualified 
women  to  switch  to  other  full-time  jobs. 
Also,  most  fimis  now  employ  accounting 
paraprofessionals  with  less  than  four- 
year  degrees,  and  these  lower-echelon 
workers  are  mainly  female. 

Assuming  the  accounting  gender  mix 
stays  relatively  stable,  such  factors  as 
high  female  turnover  rates,  the  smafl 
number  of  female  partners,  and  the 
large  number  of  women  paraprofession- 
als all  suggest  that  women  are  likely 
to  wind  up  at  the  lower  end  of  the  lad- 
der. But  the  authors  also  note  that 
many  accounting  firms  have  begun  to 
implement  diversity  training  and  to  of- 
fer flextime,  family-leave,  and  child-care 
options  to  retain  female  workers. 

Such  steps,  say  the  researchers,  hold 
out  the  possibility  that  accounting  could 
still  become  a  gender-integrated  profes- 
sion with  women  jiarticipating  ftilly  at 
all  levels  of  responsibility  and  pay. 


THE  MORIBUND 
GRAVEYARD  SHIFT 

Why  fewer  Americans  work  nights 

Something  curious  has  happened  to 
the  U.  S.  workday  in  the  past  20 
years.  Economist  Daniel  S.  Hamermesh 
of  the  University  of  Texas  reports  that 
his  analysis  of  survey  data  shows  that 
evening  and  night  work  have  declined 
sharply  since  the  early  1970s. 

Specifically,  Hamermesh  finds  that  in 
the  early  1990s,  far  fewer  men  and 
women  were  putting  in  at  least  some 
work  between  7  p.m.  and  5  a.m.  than 
was  the  case  two  decades  earlier.  On 
the  other  hand,  a  lot  more  people  were 
on  the  job  by  6  a.m.  or  7  a.m.,  or  were 
staying  later,  till  5  p.m.  or  6  p.m.  This 
suggests  that  the  standard  9-to-5  work- 
day has  been  extended  somewhat. 

Why  the  change?  Hamermesh  finds 
little  evidence  that  technological,  indus- 
trial, or  demogi'aphic  shifts  are  respon- 
sible. Rather,  he  speculates  that  rising 
incomes  peirnitted  many  people  to  trade 
off  some  of  their  potential  extra  earn- 
ings in  exchange  for  more  desirable 
work  hours.  In  fact,  he  finds  that  the 
decline  of  evening  and  night  work  was 
most  pronounced  among  relatively  high- 
wage  workers. 

In  sum,  America's  rising  wage  in- 
equality has  been  accompanied  by  a 
more  unequal  distribution  of  work  time. 
Night  work  is  appai'ently  becoming  more 
and  more  a  low-wage  phenomenon. 


WHERE  IT'S  CHI! 
TO  SHOP 

The  biggest  surprise:  Moscow  ^ 


TOP  RETAIL  RE 
AROUND  THE  Gl 

ANNUAL  RENT* 

DOLLARS  PER  SQUARE 


FIFTH  AVENUE 

TRADE  HOUSE  GUM 

CHAMPS  ELYSEES 
HW3iH1$265 
ORCHARD  ROAD 
[QI||||$261 

KARNTNERSTRASSE 

'MID-1996,  BASED  ON  UNI 
MEIERS  FRONTAGE,  25  METE 
AND  50%  ANCILLARY  FLOO 
DATA:  CUSHMAN  &  WAKE 
WORLDWIDE 


With  global  retail  demand  restifa 
last  year,  the  lineup  of  expe 
shopping  streets  changed  signific 
reports  Healey  & 
Baker,  a  London 
affiliate  of  Cush- 
man  &  Wakefield 
Inc.  Dropping  out 
of  the  top  5  in 
rents,  to  10th  and 
13th  place,  respec- 
tively, were  major 
shopping  streets  in 
Tokyo  and  Shang- 
hai (to  be  replaced 
by  Moscow  and 
Paris).  In  the  new 
rankings.  Hong 
Kong's  Causeway 
Bay  was  still  top 
dog,  with  annual 
rents  at  .$754  per 
square  foot,  hut 
that  was  down  almost  40%  from 
New  York's  Fifth  Avenue  was  si 
followed  by  Moscow's  trade  house 
whose  rents  soai'ed  nearly  30%  in  { 
Aside  from  Moscow,  the  bigge 
creases  in  retail  rents  were  post 
Latin  American  cities. 


THE  ECONOMIC 
GAUGES  PERK  U' 

More  robust  growth  for  the  G  ' 

Two  months  ago,  Geoffi"ey  H. 
of  Economic  Cycle  Researfli 
tute  Inc.  warned  that  the  1997  u 
prospects  for  major  foreign  ecni 
looked  quite  weak  and  that  the 
long-term  indicator  for  the  U.  S.  • 
my  signaled  an  approaching  sli 
(BW— Nov.  11).  Now  he  spi>' 
light  at  the  end  of  the  tunnel. 

Moore  reports  that  his  gauge.<  < 
rent  economic  activity  for  the  ( 
Seven  industrial  nations  have  iiii! 
across  the  board,  with  the  U.S.  ] > 
the  healthiest  reading.  Moreov( 
long-term  indicator  for  foreign  ' 
mies  has  risen  as  well,  suggestiii 
sound  gi-owth  lies  ahead. 

The  only  threatening  cloud  < 
horizon  hangs  over  the  LI.  S.  cri 
The  long-range  growth  gaugf 
Moore,  still  points  to  a  possible 
slowdown  in  the  fii'st  half  of  thi> 
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Lisiness  Outlook 


VMES  C.  COOPER  &  KATHLEEN  MADIGAN 


lOSE  MANIC  MARKETS 

ON'T  CALM  DOWN  ANYTIME  SOON 

ong  data  are  reviving  old  fears  about  Fed  tightening 


US.  ECONOMY 


INDUSTRIAL  SECTOR 
IS  PERKING  UP 


The  economy  was  supposed  to 
slow  down  in  last  year's  sec- 
half.  It  did,  but  only  for  one  quarter.  Now,  the 
!  worry  that  arose  last  summer  is  starting  to 
"face,  especially  on  Wall  Street:  Will  excessive 
th  in  an  economy  already  near  full  employment 
future  inflation  and  spur  interest  rate  hikes  by 
'ederal  Reserve? 

i  a  legitimate  question.  After  slowing  to  a  2.1% 
th  rate  in  the  third  quarter,  down  from  a  3.3% 
lialf  pace,  the  economy  appears  to  have  sped  up 
,  in  the  fourth  quarter,  back  into  3%  territory, 
uiners  spent  with  more  gusto,  partly  because  De- 
er consumer  confidence  was  at  a  seven-year  high. 

That  buying  rebound,  along 
with  stronger  foreign  demand, 
is  spurring  a  pickup  in  manu- 
facturing, as  suggested  by  the 
nation's  purchasing  managers. 
And  while  lower  long-tenn  in- 
terest rates  are  buoying  hous- 
ing, the  big  surprise  has  been 
business  construction,  which 
has  surged  in  recent  months 
(charts). 
True,  a  couple  of  one-time 
appear  to  have  boosted  the  fourth  quarter,  and 
effects  may  reverse  in  the  first  quarter.  But  right 
the  trends  in  much  of  the  data  strongly  argue  that 
y  all  of  the  risk  in  the  consensus  forecast  of  2.1% 
th  in  the  first  half  of  1997  is  on  the  side  of 
ger-than-expected  gTowth. 

S  A  PROBLEM  because  the  fourth-quarter  ac- 
ition  places  gi'owth  over  the  four  quarters  of  1996 
Dut  3%.  And  with  the  labor  markets  and  plant  ca- 
'  already  stretched  thin,  the  economy  cannot  gi'ow 
its  long-term  trend  of  about  2M%  for  long  without 
ng  wage  and  price  pressures, 
it's  why  the  recent  spate  of  strong  data  has 
1  unusually  high  volatility  in  the  financial  mai-kets, 
ially  for  bonds.  The  yield  on  the  benchmark  30- 
IVeasury  bond  rose  back  to  6.78%  on  Jan.  7,  after 
g  fallen  to  6.35%  on  Dec.  3.  Along  the  way,  the 
.  Jones  industrial  average  has  seen  several  100- 
'  swings — even  on  the  same  day.  Wall  Street's  ner- 
'  ess  reflects  the  fear  that  3%  gTowth  will  strain 
'  3onomy's  resources  further  in  1997 — and  lead  to 


OVERALL 
ACTIVITY 


55  DEC '96 

ENT  REPORTING  IMPROVEMENT 
ATA.  NATIONAI.  ASSOCIATION  OF 
PURCHASING  MANAGEMENT 


OUIIAYS 
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Fed  tightening.  And  the  latest  reports  only  fuel  those 
concerns  about  the  outlook. 

First,  consider  consumers.  Their  spending  rebound 
last  quarter  should  not  have  been  surprising,  given 
strong  labor  markets  and  income  gi'owth.  That's  a  big 
reason  why  their  spuits  are  soaring.  The  Conference 
Board's  index  of  consumer  confidence  sui'ged  to  an  ex- 
pansion high  of  113.8  in  December,  led  by  an  appraisal 
of  ciuTent  conditions  that  was  near  a  record  high. 

One  recent  downer  for  con- 
sumer spending  was  the  dip     THE  BOOM  IN  BUSINESS 
in  December  car  buying.  Sales  CONSTRUCTION 
of  domestic  and  foreign  cars  p^\^i 
and  light  trucks  slipped  to  an      —  nonresidential 
annual  rate  of  14.5  million  last 
month,  from  14.9  million  in 
November.  Still,  the  quarterly 
average  was  only  slightly  be- 
low that  of  the  third  quarter, 
and  sales  of  nondurable  goods    a  billions  of  1992  oolwrs 
and  services  have  been  strong.  data  commerce  dept 

Consumers  are  also  buying  homes.  Despite  the  sum- 
mer backup  in  mortgage  rates,  sales  of  both  new  and 
existing  homes  have  remained  surprisingly  strong, 
and  now  the  decline  in  mortgage  rates  from  their 
summer  highs  will  buoy  demand  into  1997.  Sales  of 
new  single-family  homes  surged  14.2%'  in  November,  to 
an  annual  rate  of  772,000.  It  was  the  largest  monthly 
gain  in  3!^  years.  Homebuilders'  take  on  market  con- 
ditions perked  up  in  December  for  the  first  time  since 
May. 

THE  REALLY  BUSY  construction  companies,  though, 
ar-e  those  putting  up  business  projects.  Overall  con- 
stioiction  outlays  rose  a  robust  1.8%  in  November,  after 
adjusting  for  inflation,  following  a  1.4%  advance  in  Oc- 
tober and  a  1.2%  jump  in  September.  Outlays  for  new 
homes  have  held  up,  and  government  projects  have 
been  strong,  but  the  private  nom-esidential  sector  has 
supplied  the  real  power. 

From  July  to  November,  nonresidential  outlays 
posted  the  strongest  four'-month  growth  since  1984. 
The  siu'ge  has  been  led  by  commercial  bLiildings,  main- 
ly offices,  hotels,  and  stores.  Its  roots  are  in  a  healthy 
economy,  strength  in  financial  services,  and  the  end  of 
the  commercial  building  drought  that  weighed  heavi- 
ly on  builders  when  the  1980s'  boom  turned  to  bust. 
Industrial  building  has  also  been  strong,  as  has  insti- 


BUSiNESS  WEEK  '  JANUARY  20,  1997  21 


Business  QutlQDk 


tutional  construction,  including  schools  and  hospitals. 

For  now,  the  boom  has  added  some  unexpected 
oomph  to  fourth-quarter  economic  growth.  Whether 
that  momentum  can  be  maintained  in  the  first  quarter 
will  depend  on  the  weather,  since  heavy  December 
and  January  flooding  threatens  to  wash  away  parts  of 
the  West.  But  the  high  level  of  contracts  for  nom*esi- 
dential  projects  closed  in  the  second  half  of  1996  sug- 
gests that  building  vdll  resume  later  on. 

THE  MOMENTUM  in  the  factory  sector  also  looks  pret- 
ty sturdy.  To  begin  with,  orders  are  strong.  Durable 
goods  bookings,  while  volatile,  are  trending  higher,  and 
orders  for  nondurable  goods  are  especially  strong.  They 
rose  0.8%  in  November,  after  a  1.6%  jump  in  October. 
Bookings  for  nondurable  goods  are  now  growing  at  a 
pace  similar  to  that  seen  in  1994,  when  the  overall 
factory  sector  was  really  cooking. 

Moreover,  factory  inventories  are  extremely  thin. 
Stock  levels  rose  0.4%  in  November,  but  shipments 
increased  0.9%,  pushing  the  ratio  of  inventories  to 
sales  down  to  1.38,  the  lowest  on  record  (chart).  With 
inventories  low,  output  gains  should  continue  in  the 
new  year.  In  particular,  car  companies  liquidated  their 
stocks  at  yearend.  After  being  a  drag  on  industrial 
output  in  the  fourth  quaiter,  car  production  is  scheduled 
to  provide  a  lift  in  the  first  quarter. 

The  nation's  purchasing  managers  also  suggest  that 


JAPAN 


FACTORY  INVENTORS 
ARE  THIN 


manufacturing  is  building  up  steam  again.  The  >\ 
chasing  managers'  index  of  business  activity  rose  u[ 
cember  to  54%,  from  52.7%  in  November.  A  reii 
above  50%  means  that  industrial  activity  is  ort 
rise.  The  December  level  was  the  highest  since  ,ii 
and  new  orders  for  the  month  looked  strong. 

Purchasers  also  noted  that 
export  orders  held  at  a  high 
level.  The  index  of  foreign 
bookings  averaged  55.9  in  the 
second  half,  up  from  51.9  in 
the  fu'st  half,  suggesting  that 
exports  are  picking  up.  Indeed, 
surging  exports  in  October  led 
to  a  sharp  narrowing  in  the 
trade  deficit,  which  provided  a 
boost  to  economic  growi:h  last 
quarter.  However,  the  trade 
gap  has  shovm  a  tendency  in  recent  years  to  naiT( 
yearend,  only  to  vriden  again  in  the  first  quarter.  S( 
soui'ce  of  strength  could  reverse  in  early  1997. 

But  bad  weather  and  seasonal  quirks  in  the  trac 
counts  aside,  the  economic  data  are  starting  to 
consistent  story  of  renewed  gi'owth  at  a  speed 
gi'eater  than  the  economy  can  handle  without  str; 
its  available  resources.  Before  Wall  Street  can  : 
down,  it  will  have  to  see  convincing  evidence 
gi'ovrth  is  faUing  back  to  a  more  modest  pace. 


DATA,  COMMERCE  DEPI 


TOUGH  MEDICINE  IS  SHOWING  SIDE  EFFECTS 


The  recovery  continues  to 
struggle  in  Japan.  It  appears 
the  economy  grew  in  the  fourth 
quarter,  but  it  wall  face  stiff  fiscal 
drag  in  the  spring. 

Industry  led  growrth  last  quar- 
ter, lifted  almost  entire- 
ly by  exports.  Output 
fell  1.9%  in  November, 
but  that  followed  two 
huge  monthly  gains.  In 
the  first  two  months  of 
the  fourth  quarter,  out- 
put gi-ew  at  a  13%-  an- 
nual rate  from  the 
third  quarter,  continu- 
ing an  uptrend  begun 
last  spring  (chart). 

Trade  has  been  the  som-ce  of 
manufacturing's — and  the  econo- 
my's— strength.  Exports  rose  8.5% 
in  October  aiid  an  additional  4.7% 
in  November.  The  trade  sui-plus  in 
November  was  up  0.2%  from  its 
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year-ago  level,  the  fii'st  such  gain 
in  two  years.  Exports  are  growing 
because  of  the  drop  in  the  yen,  es- 
pecially its  28%  plunge  against  the 
dollar  since  April,  1995.  Recently, 
Japanese  officials  have  said  a 

weak  yen  is  undesir- 
able, but  the  cheaper 
yen  will  make  Japa- 
nese goods  more  com- 
petitive in  1997. 

The  big  concern  for 
growrth  is  weak  do- 
mestic demand,  espe- 
cially from  consumers. 
Private  outlays  fell  in 
the  second  and  third 
quarters.  And  house- 
hold spending  began  the  fourth 
quarter  with  an  October  drop  of 
1.5%  from  a  year  ago. 

One  bit  of  good  news  for  con- 
sumers has  been  the  small  im- 
provement in  the  labor  markets. 


The  jobless  rate  fell  to  3.3%  in 
November,  from  3.4%  in  Octob: 
And  the  ratio  of  jobs  to  applie; 
has  been  rising  for  a  year.  Stil 
consumer  confidence  remains 
weak,  suggesting  small  spendii 
gains  ahead. 

Demand  will  also  be  hurt  hy 
cuts  in  government  spending  tii 
reduced  1996  economic  growi:h 
Fiscal  drag  will  be  more  sever 
the  spring,  when  the  national 
sales  tax  will  rise  to  5%,  from 
and  some  income-tax  breaks  f 

Some  fiscal  restraint  is  wan 
ed  because,  after  years  of  rece 
sion-fighting  stimulus,  Japan's 
deficit  has  ballooned,  hitting  4. 
of  the  '96  economy.  Prime  Min- 
ter  Ryutaro  Hashimoto  has  m;t 
deficit-cutting  a  key  goal.  The 
problem  is  that  hitting  that  ta 
pretty  much  assures  Japan's  e 
omy  will  limp  along  this  year. 
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retirement 
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More  Americans  trust  their  retirement  savings 
to  Fidelity  Investments.  Why?  Because  Fidelity 
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HOW  SHOULD  WE  Fl^ 
SOCIAL  SECURITY? 

The  debate  promises  to  be  passionate-and  prolonged 


I  si 


IMBALANCE:  Bij  202'.),  taxes  ivon  't  cover  benefiU  without  an  overhaul 


Fanfare?  Forget  it.  The  1 
the  Clinton  White  Housi' 
was  to  make  a  big  deal  m 
report  by  its  Advisory  d 
Social  Security.  But  that  could  n 
the  261-page  tome  from  shal 
Washington  when  it  was  release  i 
6.  The  panel's  blueprints  for  <■ 
ing  Social  Security  and  puttin.L' 
its  cash  into  the  stock  market  \\ 
a  seismic  shift  in  the  debate  <>\ 
nation's  biggest  domestic  progT; 
may  shake  the  foundations  of  tl  i 
and  most  potent  legacy  of  the  N 
They  also  could  give  the  U.  S.  e( 
major-league  boost. 

Under-  the  least  radical  of  the 
three  competing  proposals  (talil 
government  would  mull  invest  ii 
of  a  growing  Social  Security  sui 
Wall  Street — giving  Uncle  Saii' 
trillion  stake,  in  today's  dollars, 
porate  America  by  2020.  A  maji 
the  panel's  13  members  woul<l 
ther  and  let  workers  invest  at  U-, 
of  payroll  taxes  in  then-  own  m 
Under  the  boldest  plan,  50%  "I 
tu-ement  fund  would  be  replai  i 
mandatory  "per-sonal  security"  a 
invested  in  stocks  or  bonds.  Tli' 
50%  would  finance  basic  govemiiK 
efits  for  all  retii'ees.  Other  gimi 
pose  everything  from  completi 
zation  to  tinkering  with  tax 
retirement  ages,  and  benefit  cut  - 
BAND-AIDS.   But  change  won 
quickly.  With  Medicai-e's  trust  fu 
banki-uptcy  in  just  four  years.  W 
ton  won't  get  around  to  Social  ^ 
until  1999.  And  the  battle  tli. 
make  struggles  over-  health-can 
and  Medicar-e  look  Kke  schooi\ 
fights.  Business  hopes  private 
will  head  off  sharp  payr-oU-tax 
and  ease  pressure  on  private 
plans.  And  Wall  Street  is  sale 
the  pr-ospect  of  perhaps  $100  in 
management  fees  by  2020.  Bui 
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etiree  groups  pledge  to  fight  to 
Social  Security  a  government-run 
insurance  plan. 

tory,  tlemogi-aphics.  and  economics 

1  the  side  of  the  refoiTners.  The 

Dry  Council's  13  members  agi-eed 

!  thing:  A  system  funded  solely  by 

growth  can't  keep  up 

growing  numbers  of 

•-lived  retirees.  Tradi- 
fixes  tried  in  1983 — 

-  payroll  taxes  and 

ed  benefits — are  short- 
Band-Aids  that  even- 
require  another 

1  set  of  refoiTns. 

the  panel  looked  to  a 

oui'ce  of  higher  re- 
equities.  Even  the 

I's  old  guard,  repre- 

1  by  former  Social 

Ity  Commissioner 

•t  M.  Ball,  agreed 

ome  type  of  stock 

ment  is  almost  in- 

le.  But  what  form? 

id  five  other  members 

st  that  Uncle  Sam 

er  buying  shares  in 

nies  directly  with  So- 

■curity  surpluses.  The 
seven  say  workers 

1  manage  their  own 

Tfients  with  a  portion 
payroll  tax.  Their 
would  cut  benefits 

iteed  by  Washington 
ike  up  the  loss  with 
nent  returns, 
t  split  lifts  the  com- 
)ate  fai"  above  Wash- 
's  typical  tax-or- 
economic  disputes, 
uestions  are  basic: 
t  workers'  retire- 
)e  built  on  govem- 
piarantees  or  the 
ly's  health?  Should 
/ernment  own  one- 
f  the  stock  market? 

Washington  ex- 
orkers'  retirement 
to  market  fluctua- 
Will  New  Deal  se- 
3r  New  Conserva- 
lividualism  prevail? 
irmers  have  one  extra  argument 
tip  the  balance:  Private  accounts 
e  good  for  the  economy.  The  key 
lituting  savings  accounts  for  some 
'  Social  Secuinty's  pay-as-you-go 
,  in  which  almost  all  the  taxes 
iday's  workers  are  spent  immedi- 
s  retiree  benefits.  Today,  Ameri- 
ck  away  just  5%  of  gi-oss  domes- 
luct  in  net  savings.  The  Personal 
y  Accounts  (psas)  envisioned  by 
ncil's  radical  bloc  would  gi'ow  by 
GDP  eveiy  year,  assuming  stocks 


Three  Faces 
of  Reform 

The  divided  13-member  advisory 
council  offered  three  approaches  to 
restoring  Social  Security's  solvency: 


an  would 


supported  bTTj"^"!  WNWTS 


If 


stock  market. 


Sec 


PROSPECTS 

S^°"P3.  but,;  could  found 


INDIVIDUAL  ACCOUNTS 

Supported  by  two  members,  this  option  would 
require  all  workers  to  put  1.6%  of  pay  mto 
mandatory  government-run  mdividual  accounts 
that  offer  a  choice  of  stock  and  bond  mvest- 
ments  At  retirement,  account  balances  would 
paid  out  as  annuities  for  the  life  of  the 
employee. 

PROSPECTS  Has  few  strong  supporters,  but  couia 
erge^^IiMoMiSLSaffi^^ 


PRIVATE  SAVINGS  ACCOUNTS 

iiupported  by  five  members,  these  wouih 
mto  savings  accounts  5  percentage  po 
the  12.4%  payroll  tax  paid  by  workers 
younger  and  employers.  The  remain 
points  of  tax  would  help  fund  a  basi 
PROSPECTS  Could  become  the  standai 
radical  reformers,  but  may  be  too  m 
Congress  to  swallow. 


DATA:  ADVISORY  COUNCIL  ON  SOCIAL  SECURITY,  BUSINESS 
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and  bonds  maintain  the  retiUTis  they've 
generated  for  the  past  centmy  By  2020, 
PSAS  could  hold  assets  worth  $6.1  tril- 
lion in  today's  dollars — 53%  of  projected 
GDP  then.  Even  if  that's  not  all  new  sav- 
ings, such  a  huge  balance  would  give  a 
kick  to  the  nation's  capital  stock  and 
goose  growth. 

How  much?  Sepai'ate  studies  by  econ- 
omists Maitin  S.  Feldstein  at  Hai-vard 
University  and  Laiu'ence  J.  KotUkofl'  at 
Boston  University  predict  that  partial 


privatization  could  add  0.5  percentage 
points  to  annual  growth  over  the  next  25 
years.  That's  a  big  gain  on  the  sluggish 
2.3%  rate  that  the  U.  S.  has  been  stuck 
with  for  the  past  decade.  "To  lift  the 
economy,  we've  got  to  lift  the  savings 
rate,  and  Social  Secui-ity  is  the  biggest 
pool  of  potential  savings  we've  got,"  says 
Sylvester  J.  Schieber,  vice-president  for 
research  at  benefits  con- 
sultants Watson  Wyatt 
Worldwide  and  an  au- 
thor of  the  PSA  plan. 

The  Advisoi-y  Coun- 
cil set  out  to  fix  Social 
Security,  not  the  whole 
economy.  The  system  is 
still  a  long  way  fi'om  in- 
solvency:  It   can  pay 
promised  benefits  for  the 
next  32  years.  But  after 
2029,  when  Social  Secuiity 
exhausts   its  surplus, 
taxes  will  cover  only 
75%  of  promised  bene- 
fits. To  ensui'e  solvency 
for  a  solid  75  years, 
Congi"ess  would  have  to 
choose  now  to  hike  the 
12.4%  payroll  tax,  cut 
benefits,  or  both. 
"GENERATIONAL."  The 
longer  Washington 
waits,  the  larger  the 
needed  adjustments. 
And  even  big  tax  hikes 
wouldn't  guarantee  a 
sound  retirement  for 
children  born  in  the 
1990s.  "With  labor  pro- 
ductivity only  rising  1% 
[a  year],  wage  growth 
just  isn't  enough,"  says 
Schieber  That's  why  the 
council  turned  to  the 
stock  market,  where  re- 
tuiTis  reflect  the  produc- 
tivity of  capital  as  well  as 
labor.  Since  1900,  annual 
stock  yields  have  aver- 
aged 7%,  adjusted  for  in- 
flation— three  times  the 
2.3%  real  return  on  U.  S. 
Tj'easury  bonds  and  far 
higher  than  wage  growth. 

Ti-ue,  mai'kets  go  down 
as  well  as  up.  But  patient 
investors  should  do  better  in  stocks  than 
bonds  even  in  dowTi  periods.  Since  World 
War  II,  the  retiuTi  on  stocks  has  beaten 
Social  Security's  retur-n  in  almost  every 
20-yeai'  period. 

Just  switching  Social  Security's  in- 
vestments, however,  won't  boost  the 
economy.  The  "Maintain  Benefits"  plan 
sponsored  by  Ball,  for  example,  wouldn't 
boost  national  savings.  "If  the  Treasiuy 
takes  $100  billion  out  of  bonds  and  puts 
it  in  stocks,  it  will  just  force  private  in- 
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vestors  to  buy  more  bonds  and  fewer 
stocks,"  says  Urban  Institute  econoinist 
C.  Eugene  Steuerle.  That  coultl  push  up 
interest  rates  and  shiink  stock  yiekls. 

More  important  in  boosting  savings 
are  the  bigger  contributions  privatiza- 
tion plans  require.  Advocates  hope 
younger  workers  won't  balk  at  higher 
taxes  if  the  funds  flow  into  personal  ac- 
counts. Whether  Generation  X  I'ecog- 
nizes  this  benefit  may  detennine  whether 
privatization  has  any  futui-e.  "TWs  will 
shape  up  as  more  of  a  generational  issue 


than  an  ideological  fight,"  says  privatiza- 
tion advocate  Michael  Tanner  of  the  lib- 
ertarian Cato  Institute. 

Interest-group  pohtics  will  weigh  in 
as  well.  The  American  Association  of  Re- 
tired Persons,  for  one,  pledges  to  keep 
Social  Security  as  a  government-guar- 
anteed plan.  Labor,  too,  is  opposed.  Busi- 
ness favors  the  change.  But  despite  bil- 
lions in  fees  at  stake,  financial  firms 
downplay  their  self-interest.  "In  a  mar- 
ket-based system.  State  Street  would 
benefit — but  so  would  our  competitors," 


says  William  G.  Shipman,  princijj 
State  Street  Global  Advisors.  "Mot  ' 
portant  is  that  the  economy  would 

Pohticians — including  President 
ton — remain  to  be  persuaded.  Hi 
fonners  hope  theii*  demogi-aphic  am  e 
nomic  arguments  will  sway  voters ,1 
turn  toward  self-reliance  in  politic 
the  workplace  could  lead  to  s< 
changes — shifts  that  measure  an 
the  poUtical  Richter  scale. 

By  Mike  McNamee  in  Waslm 
imth  Suzanne  Woolley  in  New  Yui 
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AS  GOES  NEWT. 
SO  GOES  GOPAC 

When  the  speaker  rode  high,  so  did  the  PAC.  But  now. 


House  Speaker  Newt  Gingiich's  fu- 
ture may  be  under  a  cloud,  but 
GOPAC,  the  political  action  committee 
at  the  center  of  his  ethics  woes,  isn't 
running  for  cover.  (iOPAc;  Chairman  Gay 
Halt  Gaines  sat  with  Gingiich's  family  in 
the  House  gallery  on  Jan.  7  as  Republi- 
cans reelected  the  speaker  to  a  second 
term.  And  GOP  fund-raisers  predict 
Democratic  attacks  on  Gingiich  will  spiu" 
(50PAc's  donors  to  rally  around  theu'  em- 
battled leader  "When  you're  under  at- 
tack, you  fight  back  even  harder,"  says 
Terry  J.  Kohler,  president  of  Windway 
Capital  Coip.  in  Sheboygan,  Wis.,  a  top 
GOPAC  donor. 

But  even  with  a  short-tenn  ftmd-i'ais- 
ing  windfall,  gopac's  days  as  a  potent 
weapon  for  electing  conservative  Re- 
pubhcans  may  be  numbered.  Some  GOP 
lawmakers  already  want  other  gi'oups 
to  handle  candidate  recruitment.  "Newt 
can't  carry  the  message  for  the  conser- 
vative movement  anymore  because  vot- 
ers are  tuning  out  the  messenger,"  fi-ets 
Representative  David  M.  Mcintosh  (R- 
Ind.),  a  Gingi'ich  ally. 


Gingiich's  problems  stem  part- 
ly ft"om  his  use  of  gopac  staffers 
to  raise  money  for  a  college 
course  financed  by  a  tax-exempt 
organization.  Critics  say  the 
course  was  keyed  to  (JOP  aims, 
and  use  of  tax-exempt  money  was 
illegal.  Gingi'ich  admitted  he  mis- 
led a  House  ethics  panel  when  he 
denied  gopac's  involvement.  On 
Jan.  8,  the  House  began  delibera- 
tions on  punishment. 
PEP  TALKS.  (  IOPAC  was  founded  in 
1979  by  then-Delaware  Govenior 
PieiTe  S.  DuPont  IV  to  groom  lo- 
cal GOP  candidates  who  might  lat- 
er run  for  Congi'ess.  When  Gin- 
giich  took  control  in  1986,  (JOPAC 
became  more  ideological  and  focused  on 
taking  over  Congi'ess. 

Instead  of  funneling  money  to  candi- 
dates like  most  PACs,  GOPAC  uses  the 
bulk  of  its  $2.6  million  budget  on  cam- 
paign training  and  spreading  the  gospel 
accoi'ding  to  Newt.  Each  month,  26,000 
lawmakers  and  candidates  receive  audio 
tapes  on  consei-vative  themes.  The  gi'oup 


SUGAR  DAD  DIES    Wealthy  executives  who  helped  fuel  GOPAC's  growth 


TERRY  KOHLER 

President 

WINDWAY  CAPITAL 

Wisconsin  sailmaker 

at  least  $750,000 

RICHARD  GILDER,  NEIL  GAGNON 

Senior  partners 

GILDER,  GAGNON,  HOWE 

New  York  brokerage 

at  least  $370,000 

OWEN  ROBERTS 

Chairman 

CAPITAL  FORMATION  COUNSELORS  at  least  $350,000 
Florida  consulting  firm 

AMOS  McMULLIAN 

Chairman, CEO 

FLOWERS  INDUSTRIES 

Georgia  food  company 

at  least  $300,000 

NOTE:  Cumulative  giving  since  1986  by  executives'  families 


DATA  GOPAC  AND  COMMON  CAUSE 


WANTED:  Fresh  face  to  spread  the  GOP  'is  ; 


also  offers  "courses"  via  conferencjy 
on  how  to  win  elections.  Executi|{  i 
rector  Lisa  B.  Nelson  says  58  of  W 
GOP  House  fi-eshmen  elected  in  199iU- 
GOPAC  training  manuals.  Now,  sheal 
to  expand  the  focus  to  training  isi. 
bents  to  be  effective  lawmakert  1 
gi'oup  "is  a  key  reason  for  the  st  i  r 
and  unity  of  the  party,"  says  Gi'i 
Norquist,  president  of  Americans 
RefoiTn. 

Though  Gingi'ich  gave  up  his  i  ■ 
general  chaiiTiian  in  1995,  most  i" 
GOPAC  and  Gingrich  are  inexti  s 
linked.  "If  Newt  Ginginch  steps  o 
GOPAC  becomes  a  Jeopardy  qn 
three  years  fi-om  now,"  jokes  Jai 
Thurber,  dii-ector  of  American  U)i  t 
ty's  Center  for  Congi-essional  &  J 
dential  Studies.  Even  if  he  han; 
gopac's  lofty  position  in  the  Rei)ili 
fuTnament  may  never  be  the  sam 

By  Amy  Borrus  and  May 
Regan  in  Washington 
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lUCKS?  SURE.  BUT  CAN  CHRYSLER 
lILD  A  HOT  CAR? 

trying  all-new  styling  and  aluminum  engines  to  end  its  slide 


■hen  it  comes  to  trucks,  minivans, 
land  sport-utility  vehicles,  Chiys- 
f  ler  Corp.  takes  a  backseat  to  no 
But  in  the  market  for  passenger 
it  could  use  a  hit.  Chrysler  is  hop- 
s  redesigned  Concorde  and  Dodge 
pid  full-size  sedans,  unveiled  in  Be- 
en Jan.  8,  will  fill  the  bill, 
e  first  Concorde  and  Inti'epid  mod- 
itroduced  five  years  ago,  launched 
sler's  rebirth.  But  while  Clirysler's 
lam  pickups,  minivans,  and  Jeeps 
gi-abbed  25%  of  the  truck  market, 
eon  compacts  and  midsize  Cinnis 
stratus  sedans  have  stniggled  in  a 
lling  car  market,  where  Chrysler 
a  scant  10%  share.  Can  the  new 
Is  buck  the  trend?  "This  is  the  big 
for  Chrysler]  in  cars,"  says  Lincoln 
ihew  of  DRi/McGraw-Hili. 


several  new  entries  from  General  Mo- 
tors Corp.  And  Chrysler  is  still  gi'oping 
for  the  right  formula  in  cars.  Its  Cirrus 
midsize  sedan,  for  example,  won  indus- 
try awards  for  its  bold  styling  in  1995, 
but  sales  in  1996  tumbled  41%,  to  just 
36,000  vehicles.  Neon 
sales  were  flat  for  the 
year.  "I  think  they  are 
trying  to  figui-e  out  what 
the  future  of  the  sedan 
market  is  in  North 
America,"  says  Lehman 
Brothers  Inc.  analyst 
Joseph  Phillippi. 

Meanwhile,  Chrysler 
used  customer  incentives 
to  stay  in  the  game.  It 
slapped  $l,000-to-$l,500 
rebates  on  Concordes 


100 


CONCORDE  ISN'T 
FLYING  HIGH... 


INIRODUCtU  IN  199 


'93  '94  '95  '96 

A  THOUSANDS  Of  UNITS 

DATA  WARD'S  AUTOMOTIVE  REPORTS,  COMPANY  REPORTS 


also  include  a  smaller  Eagle  Vision- ver- 
sion and  a  luxuiy  Chiysler  model.  They 
go  on  sale  in  mid-1998.  One  nifty  fea- 
ture: The  Intrepid  and  Concorde  will 
have  new  aluminum  engines  that 
Chrysler  says  are  25%  more  powerful 
and  10%  more  fuel-efficient  than  their 
pi'edecessors. 

It's  the  cars'  dramatic  new  looks, 
however,  that  have  the  best  chance  of 
revving  up  sales.  None  of  the  new  mod- 
els' exterior  styling  was  borrowed  fi'om 
older  models,  and  designers  were  given 
free  rein  to  remake  the  bodies.  "There 
was  a  lot  of  pressure,  because  the  cur- 
rent vehicles  look  so  good  and  you  don't 
want  to  make  a  mis- 
take," says  Robert  E. 
Boniface,  a  lead  designer 
on  the  Intrepid. 
FRESH  TAKE.  Chrysler 
chose  designers  who 
were  likely  to  come  up 
with  something  distinc- 
tive. Boniface,  31,  has  a 
psychology  degree  and 
tracked  mutual  fimds  be- 
fore entering  design 
school.  His  Concorde 
counterpart,    Mark  D. 


HALL  AND  BONIFACE:  The  desigfiers 
show  off  the  Concorde  and  Intrepid 

Hall,  40,  was  a  jeweler  before  joining 
Chrysler  "Management  wanted  us  to 
put  some  romance  into  the  cars,"  says 
Hall.  The  Concorde's  Ferrari-like  gi-ill, 
larger  headlamps,  and  vdnged  Chrysler 
medallion  give  it  an  elegant  look.  The 
Intrepid  boasts  Dodge's  ti-ademai-k  cross- 
hair grill  and  a  streamlined  silhouette 
designed  to  lure  younger  buyers. 

The  new  Chryslers  will  stand  out  in 
today's  crowded  car  field,  and  the  com- 
pany pledges  to  price  them  competi- 
tively. But  it  won't  spend  heavily  on 
promotional  pricing  for  the  models  to 
move  the  metal,  Lutz  says.  The  trick 
now  will  be  for  Chiysler  to  get  trucking 
in  cars  without  resorting  to  that. 

Bij  Bill  Vlasic  in  Detroit 


rysler's  top  brass 
laying  down  expec- 
is  for  the  sedans, 
will  hit  showrooms 
ill.  "We'r-e  confident 
ill  gain  share  in  the 
ent,  but  the  car 
Bt  is  sliding  further 
,"  says  Vice-Chair- 
Robert  A.  Lutz.  In- 
Merrihew  says 
the  sedan  segment 
e  car  market  the 
Chrysler  models  wiU 
impeting  in — which  also  includes 
big  sellers  as  the  Ford  Taui-us  and 
-a  Camry— will  shrink  3%  in  1997, 
2.3  million  units  last  year 
s  competition  vrill  only  get  tougher, 
a  new  Accord  from  Honda  Motor 
cheduled  for  this  fall,  along  with 


..BUT  INTREPID  IS 
EARNING  ITS  NAME 


ANNUAL  SALES  FOR 
CHRYSLER  S  DOOGE  INTREPtD 

INTRODUCED  IN  1992 


A  THOUSANDS  OF  UNITS 
DATA  WARDS  AUTOMOTIVE  REPORTS,  COMPANY  REPORTS 


and  Intrepids  last  year 
to  keep  volume  up 
(chart).  That  helped 
boost  its  car  sales  by 
5%,  to  832,000,  in  1996, 
though  the  company's 
new  Sebring  convertible 
contributed  most  of  the 
increase.  And  that 
growth  pales  next  to 
Chrysler's  sensational 
17%  increase  in  truck 
sales,  to  1.6  million,  last 
year  With  two-thirds  of 
its  production  in  trucks,  Chrysler  runs 
the  risk  of  stumbUng  if  gas  prices  spike 
up  or  government  fuel-economy  stan- 
dards tighten. 

Such  vulnerabilities  are  a  major  rea- 
son the  No.  3  carmaker  poured  $2.1  bil- 
lion in  its  new  full-size  sedans,  which 
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EXECUTIVE  SUITE 


PROMISES,  PROMISES 
AT  TANDY 

A  string  of  bad  bets  brings  calls  for  CEO  Roach  to  step  aside 


In  his  15  years  as  Tandy  Corp.'s 
chief  executive,  John  V.  Roach  has 
dangled  lots  of  carrots  in  fi'ont  of 
his  shareholders,  promising  future 
payoffs  from  his  various  diversification 
strategies.  On  Dec.  30,  Roach  tried 
again.  He  explained  a  $170  million 
fourth-quarter  write-off 
as  the  price  for  stronger 
earnings  down  the  road. 
The  charges  cover  the 
cost  of  shutting  down 
the  Incredible  Universe 
electronics  superstores 
and  paring  back  the  lack- 
luster Computer  City 
chain — both  of  which, 
only  four  years  ago, 
were  the  centerpieces  of 
a  new  retail  strategy 
meant  to  revitalize  the 
company. 

So  much  for  promises. 
The  Fort  Worth  company  RISK-TAKER 
is  still  dependent  on  its  stam/cli.  boar 
flagship  RadioShack 
chain,  despite  all  of  Roach's  efforts  to 
diversify.  In  the  past  five  years,  the 
company  has  racked  up  more  than  $450 
million  in  wi'ite-offs,  including  the  dis- 
tress sale  of  its  computer-manufactiuing 
opei'ations  in  1993.  Tandy's  shares,  trad- 
ing at  around  42,  are  up  54%  in  the 
past  thi'ee  yeai's — in  line  with  the  Stan- 
dai'd  &  Poor's  500-stock  index.  But  over 
the  past  decade,  Tandy's  stock  has 
drop]3ed  5.7%,  vs.  a  205.6%  rise  for  the 
.s&p  500.  Compared  with  fellow  retailers. 


TANDY  STOCK  PRICE 


Tandy  fares  no  better:  Since  January, 
1988,  its  shares  have  gained  28%,  vs.  a 
233.6%'  leap  for  the  S&P  specialty  re- 
tail gi-oup. 

Tandy's  poor  stock  performance  re- 
flects the  troubles  the  company  has 
had  in  turning  a  decent  profit.  Even 
though  sales  have  more 
than  tripled  during 
Roach's  tenui'e,  from  $1.7 
billion  to  $6  billion,  net 
income  has  grown  a 
mere  25%,  to  $212  mil- 
lion in  1995.  In  1996,  be- 
cause of  the  write-offs, 
Chicago  Corp.  analyst 
Mark  D.  Mandel  esti- 
mates that  Tandy  lost 
$90.7  million.  Most  con- 
sumer-electronics retail- 
ers, of  course,  were  hard 
hit  during  the  year  by 
slow  sales  and  intense 
price  competition.  But 
among  its  peers,  Tandy's 
losses — and  its  store 
closings — stand  out. 

The  result:  Some  Tandy  investors 
are  calling  on  the  board  to  dump 
Roach.  "The  report  card  on  Roach  has 
come  in  year  after  year,  and  it  has 
been  an  F,"  says  Stephen  W.  Simmons, 
director  of  equity  research  at  Retire- 
ment Systems  of  Alabama,  owner  of 
about  1  million  Tandy  shares.  Says 
Thomas  R.  Jackson,  managing  director 
of  Prudential  Investment  Corp.,  which 
owns  nearly  5%  of  Tandy's  shares:  "He 


Roach  has 
d  support 


has  dissipated  a  significant  amoi 
shareholder  capital.  It  is  difficx 
understand  how  the  board  can  \ 
this  go  on  for  more  than  a  decade 
out  taking  some  action."  Simmons 
that  he  would  like  to  see  Roach 
aside  from  the  day-to-day  opera 
"The  day  that  happens,  the  stool 
pop  up." 

AMONG  FRIENDS.  Counters  a  con: 
Roach:  "Certainly,  everyone  is  en 
to  their  own  opinion."  And  the 
who  was  paid  $1.4  million  in  cas! 
stock  in  1995,  does  seem  firmi 
trenched,  having  survived  se 
shareholder  actions  in  the  early 
"John  has  the  support  of  his  b( 
insists  Tandy  director  Thomas  G. 
kett,  chainnan  of  Greyhound  Line 
Another  director.  Jack  L.  Mesi 
CEO  of  Union  Pacific  Resources  ( 
Inc.,  says:  "We  are  working 
to  create  and  maximize  shareli 
value." 


TANDY'S 
LOST 
DECADE 


1988  Launches  THOR, 


a  supposedly  revolu- 
tionary recordable  CD 
player.  THOR  never 
makes  it  to  market 


1989  Pays 
$1 17  million  for 
European  PC  maker 
Victor  Technologies 


1991  Starts  Computer 
City  superstore  chain, 
which  eventually  loses  an 
estimated  $100  million 


■fie 


JAN.  2,  '87 


-I  I  I  L. 


•91 


28  BUSINESS  WEEK  /  JANUARY  20.  1997 


it  first,  llie  buai'd's  sLuuiich  .suppoil 
US  startling  in  an  era  of  shareholder 
olt  and  CEO  firings.  One  reason: 
dy's  board  is  stacked  with  Roach's 
nds  and  colleagues.  Two  directors 
former  executives,  while  6  out  of 
ire  based  in  Tandy's  hometown  of 
t  Worth,  including  William  E.  Tuck- 
chancellor  of  Texas  Christian  Uni- 
)ity,  Roach's  alma  mater.  Roach  is 
rman  of  Tcu's  board, 
laskett  insists  that  "this  is  not  a 
down  board."  He  says  the  directors 
)ort  Roach  because  a  company  must 
'  risks  to  gi'ow — and  risks  don't  al- 
s  pay  off.  "In  the  retail  business, 
have  to  constantly  reinvent  your- 
"  says  Plaskett.  Besides,  insists 
ih,  "Tandy  has  made  more  money  in 
umer  electronics  than  any  others 
16  industry." 

is  true  that,  until  last  year,  Tandy 
turned  a  profit  every  year  of 
eh's  tenure.  But  most  of  its 


SHUTTERED:  The 

sales  weren't  all 
that  incredible 

earnings  came  from 
the  one  business 
that  he  did  not 
reinvent:  Radio- 
Shack,  a  cash  cow 
^gmm  with  50%-plus  prof- 
^^^J^^^p  it    margins.  The 

■w/K^B^S  ^y^^'^^o^^  chain  ac- 

'-^BSfiSS  counts  for  all  of 
Tandy's  profits  (in 
good  years),  about 
half  its  $6  bilhon  in 
revenues,  and  it 
throws  off  some 
$400  million  in  cash 
flow  annually.  "As 
long  as  RadioShack 
was  making  money, 
nobody  seemed  to 
^  care  what  Roach 

|h|B.  lie  doing,"  says  a 

.^HH»i^L"li  former  Tandy  exec- 
utive. The  chain  did 
go  through  a  rocky 
patch  in  the  late 
1980s  and  early 
'90s  under  longtime 
President  Bernard 
S.  Appel.  But  in 
1993,  Roach,  in  a 
rare  move,  hired  outsider  Leonard 
H.  Roberts  from  Arby's  Inc.  to  run  the 
business.  The  energetic  marketer  was 
named  Tandy's  president  a  year  ago 
and  is  widely  seen  as  Roach's  heir 
apparent. 

Roberts  has  given  Tandy  its  main 
bright  spot  by  repositioning  Radio- 
Shack  as  a  service  business.  In  addi- 
tion, Roberts  plans  to  add  100  new 
stores  annually  for  the  next  couple  of 
years,  and  analysts  say  the  chain  also 
has  promising  prospects  in  wireless 
communications  and  satellite  TV.  One 
deal  that  stands  out:  a  recent  pact 
under  which  RadioShack  will  sell 
Sprint's  telecom  services  through  its 
stores.  Rauscher  Pierce  Refsnes  Inc. 
analyst  George  F.  Sutton  figures  the 
deal  could  add  more  than  1%  to 
Tandy  revenues. 

Hiring  Roberts  was  one  of 


Roach's  rare  strategic  wins  in  recent 
years — particularly  for  a  chief  execu- 
tive whose  tenure  began  so  promisingly. 
In  the  mid-1970s.  Roach  persuaded 
Tandy  to  jump  into  the  nascent  person- 
al-computer business — and  his  compa- 
ny soon  became  the  nation's  largest  PC 
maker  and  seller  By  1981,  at  42,  Roach 
was  one  of  the  youngest  CEOs  in  the 
country.  But  by  1991,  after  bad  bets  on 
technology's  future,  Tandy's  role  in  the 
PC  industiy  had  dwindled  to  little  more 
than  a  bit  player. 

SQUARE  ONE.  To  recover,  Roach  in  1993 
vowed  to  build  a  consumer-electronics 
retailing  empire  that  would  make  Tandy 
"one  of  the  hottest  retail  growth  com- 
panies of  the  '90s."  But  the  promise  of 
that  high-growth  era  faded  with,  the  re- 
cent restiiicturing.  The  Incredible  Uni- 
verse superstores  and  Computer  City 
chain  lost  some  $90  million  in  1996, 
analysts  say.  "We  attempted  to  create 
something  totally  new  in  the  retail  en- 
vironment that  was  more  high-risk  than 
anything  we've  ever  done  before," 
Roach  concedes.  "It  didn't  prove  eco- 
nomically viable." 

To  be  sui'e.  Roach  can  point  to  a  cer- 
tain number  of  successes.  The  money- 
losing  PC-manufacturing  business  fetched 
more  than  $100  million  when  he  sold  it 
to  AST  Research  Inc.,  and  Roach  boasts 
that  the  spin-off  and  subsequent  initial 
pubhc  offering  of  O'Sullivan  Industries 
Inc.,  a  furniture  manufacturer,  brought 
in  $350  million — foui-  times  Tandy's  orig- 
inal investment. 

Meanwhile,  Roach  is  now  back  to 
square  one:  relying  on  RadioShack.  He 
says  he's  working  on  yet  another  new 
retail  strategy  to  help  get  things  on 
track  again.  He's  coy  about  the  details 
but  says  it  will  take  advantage  of  Radio- 
Shack's  strength  in  hawking  consumer- 
electronics  paits.  A  few  test  models  will 
likely  roll  out  this  year.  "We  will  con- 
tinue to  look  at  ways  to  maximize  our 
existing  retail  formats,"  Roach  vows. 
The  question  now:  Will  investors  and 
Tandy's  boai'd  ever  tu'e  of  going  through 
this  dance? 

By  Stephanie  Anderson  Forest 
in  Dallas 


ells  money-losing  PC  manufacturing  business 
$110  million;  begins  closing  concept  stores 
in  1985,  including  McDuff's,  Video  Concepts, 
dge  in  Electronics. 


-J  I  I  i_ 
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<  DEC,  1996  Pulls 
the  plug  on  Incredible 
Universe,  then  closes 
the  remaining  McDuff's 
stores,  plus  19  Comput- 
er City  stores 


JAN.  7,  1997 

Shares  are  down 
5.7%  over  a  decade, 
vs.  a  205.6%  rise 
for  the  S&P  500 
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AIRLINES 


COFFEE.  TEA- 

AND  ON-TIME  ARRIVAL 

Customer  satisfaction  is  a  top  priority  at  airlines  again 


To  many  American  travelers,  airline 
quality  is  an  ox\Tnoron.  Ted  J.  Kred- 
er,  director  of  hobby  sales  for  Dallas- 
based  trading-card  company  Pinnacle 
Brands  Inc.,  complains  of  frequent  flight 
cancellations,  late  arrivals,  and  lousy 
food.  "It's  a  function  of  some  of  the 
downsizing,"  he  says.  "Senice  suffers." 

To  the  surprise  of  skeptical  passen- 
gers, the  gripes  aren't  faUing  on  deaf 
ears.  After  years  of  focusing  on  paring 
expenses,  such  major  airlines  as  Amer- 
ican, Delta,  and  Continental  are  step- 
ping up  their  quality  efforts.  Cost-cut- 
ting "diverted  our  attention  from  the 
nuts  and  bolts  of  our  business."  con- 
cedes American  Airhnes  Inc.  Chief  Ex- 
ecutive Robert  L.  Crandall.  "Our  cus- 
tomers have  noticed." 

American,  which  once  dubbed  itself 
the  "on-time  machine,"  placed  a  dismal 
No.  9  among  10  carriers  in  on-time  rank- 
ings for  the  third  quarter  of  1996.  So, 
Crandall  told  managers  at  a  recent 
meeting  that  leading  all  industry-quality 
rankings  is  their  job  No.  1  for  1997.  An 
Ami  rican  spokesman  won't  provide 
specifics,  but  says:  "We're  talking  about 
a  lot  of  operational  things,  like  customer 
comfort  on  board  airplanes." 

At  Delta  Air  Lines  Inc.,  customer 
complaints  have  nearly  doubled  since 
1994 — and  ceo  Ronald  W.  Allen  blames 
the  pursuit  of  lower  costs.  "In  some 


cases,  we  did  cut  too  deeply,"  he  says. 
Trans  World  Airlines  Inc.,  now  in  the 
cellar  for  on-time  and  customer  com- 
plaint rankings  by  the  Transportation 
Dept.,  is  getting  the  message,  too.  After 
on-time  arrivals  dropped  under  50% 
during  the  hohdays,  and  cancellations 
chmbed,  managers  warned  workers  to 
get  back  to  basics. 

With  record  profits  of  $3.5  billion  last 
year  and  even  better  results  expected  in 
1997,  the  industry  can  afford  to  give 
quahty  more  attention.  And  with  air- 
fares rising,  "they  have  to  show  cus- 
tomers they're  getting  more  for  those 
dollars,  even  if  it's  Hp 
service,"  says  Michael 
D.  Boult,  a  manager  at 
Rosenbluth  Internation- 
al Inc.,  a  travel  agency. 
The  airlines  also  are 
finding  out  that  poor 
quality  can  be  costly: 
American's  expenses  for 
lost  and  damaged  bags 
jumped  25%  last  year, 
to  $30  miUion.  And  be- 
cause of  slipping  on- 
time  performance,  over- 
time rose  50%  from 
1994,  costing  an  extra 
$27  million. 

Fueling  the  quality 
drive  is  the  stunning 


SOUTHWEST  0.22 


AUSKA  0.48 


AMERICAN  0.95 


AMERICA  WEST  1.16 


TWA  1.32 


DATA:  DEPT  OF  TRANSPORTATION 


CONTINENTAL  BREAKFAST 

With  record  profits  last  year  and 
even  better  prospects  ahead,  the 
industi-y  can  afford  to  raise  qualit 


turnaround  at  Continental  Airlines  I 
where  for  two  years  CEO  Gordon 
Bethune  has  hammered  away  at 
theme.  Once  near  the  bottom  of  Trj 
portation  rankings.  Continental  is 
one  of  the  best  in  on-time  performa)! 
baggage  handUng,  and  customer  cm 
plaints.  And  last  year  it  won  the  p- 
tigious  J.  D.  Power  &  Associates 
award  for  highest  customer  satisfactH 
on  long-haul  flights.  Bethune  claim;? 
be  grabbing  market  share  among  ' 
ness  travelers  from  American  and  c 
ers.  "We've  been  kicking  their  but?,' 
boasts  Bethune. 

Of  course,  the  airlines  won't  retunib 
the  service  wars  that  raged  in 
deregulation  days,  when  earners  ia 
tured  piano  players  on  jumbo  jets  k 
free  Chivas  Regal.  Instead,  they  r* 
targeting  such  fundamentals  as  sat\ 
reliability,  and  cleanliness.  "Corpoitt 
clients  are  not  only  demanding  [.s 
counts],  they're  also  demanding  thatht 
basics  be  done  right,"  says  travel  m 
sultant  John  W.  Nelson. 
CLEANER  LAVS.  In  response  to  pa.-^ 
ger  sui'veys  that  linked  cleanhnes 
quality  and  safety  perceptions,  Nd 
west  Airhnes  Inc.  recently  beefeda^ 
its  cleaning  regimen.  It  now  giv(  • 
steam  cleaning  and  deodorizing  ti 
tories  on  its  DC-lOs  every  nine  • 
instead  of  every  14.  America  Wsi 
which  suffered  service  problems  li; 
summer  due  to  rapid  growth,  has  acec 
60  mechanics  to  speed  repairs,  upgr;  ? 
food,  and  installed  in-flight  phone> 
entertainment  systems  at  every  .-a. 
Delta  says  it  wants  to  pohsh  its  inipf 
by  restoring  meals  on  some  flights  • 
by  rehiring  hundn  i 
baggage  handlers, 
agents,  and  cusin 
service  reps. 

Jaded  coach  pasjr 
gers  aren't  expec^: 
first-class  treatnsi 
anytime  soon,  '"p 
product  is  bad,  ancjt 
going  to  stay  that  k; 
as  near  as  I  can 
says  Ed  Perkins,  ed 
of  Consumer  Repl 
Travel  Letter.  It's  u':t 
the  airlines  to  p:»v 
such  doubters  wTor. 

By  Wendy  Zellni 
Dallas,  with  bu.i 
reports 


HOW  THEY  RANK 


COMPLAINTS 
PER  100,000 
PASSENGERS 
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If  you  think  you  can  find  a 

better  scannef  ^ 

than  an  tpSOII 


scan  this. 


COMPARISON  CHART 

THE  EPSON 
EXPRESSION  636 

THE  HP 
SCANJET  4C 

Bit  Depth 

36 

30 

Colors 

68,7  billion 

2.0  billion 

Maximum  Resolution 

4800  X  4800 

2400  x  2400 

Optical  DPI 

600 

600 

Grayscale  Levels 

4,096 

1,024 

SCAN  SPEED-Preview 

6  seconds 

11  seconds 

Color  (4x5) 

21  seconds 

27  seconds 

Grayscale 

23  seconds 

34  seconds 

Text  OCR 

14  seconds 

28  seconds 

THE  EPSON'  EXPRESSION'"  636  COLOR  SCANNER  - 

There's  no  denying  we're  making  a  pretty  bold  statement  about 
cur  scanner.  But  with  numbers  like  this,  we  can.  Because  Epson 
TrueScan'  technology  with  36-bit  scanning  and  600-dpi  optical 
resolution,  gives  you  the  power  to  capture  68.7  billion  colors  and 
countless  details  with  incredible  clarity.  And  everything  you  need 
to  harness  that  power  is  easy  to  set  up  and  easy  to  use.  So  you'll  get  high-quality  images  that  will  turn  visual  presentations 
and  business  documents  into  bold  statements -more  quickly  and  easily  than  other  scanners  can.  And  for  a  lot  less  money,  too. 

But  there  are  other  ways  we  outdo  the  competition  that  can't  be  expressed  in  numbers.  With  our  exclusive  Text  Enhance- 
ment Technology  and  Auto  Area  Segmentation,  you  can  accurately  scan  both  text  and  graphic  images  from  the  same  page-even 
from  colored  backgrounds.  And  you'll  get  greater  versatility  with  easy,  simultaneous  hook-up  to 
both  PC  and  Mac  platforms.  Nobody  else  can  do  that.  So  now  that  you  see  what  the  numbers 
(amongst  other  stuff)  do  for  our  scanner,  wait'll  you  see  what  our  scanner  does  for  your  bus- 
f     mess.  For  more  information  call  1-800-CO-EPSON  and  ask  for  operator  3055. 


Or  visit  us  at  www.epson.com. 
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The  Expression  636  executive  PC  bundle  comes  with 
Adobe  Photoshop'  LE,  Xerox  TextBridge  Pro'  '96,  NewSott'  Presto'  PageManager'  LE 
and  SCSI  interface  and  cable  As  well  as  a  competitive  edge. 


YOU^VE  GOT  TO  SEE  IT  IN 


EPSON 


color: 


M  based  on  independent  third  party  testing  using  a  200  MHz  Pent)um  computer  vvrth  Windows  95  Scanners  were  operated  in  best  quality  mode  using  Adobe  Photoshop,  TWAIN  dnvefs  and  SCSI  cards  included  in  the  hoi  Images  were  singlepass 
>.  Executive  Mac  bundle  also  available  wfth  Adobe  Photoshop  LE.e  Paper™  and  SCSI  cable  Other  scanner  configurations  available,  ^ards  given  to  the  E5-i20oC  one  in  the  line  of  Epson  award-winning  scanners  Do  not  scan  published  materia'  ^■jjp 
n  of  the  copyright  holder  EPSON  is  a  registered  trademark  of  Seiko  Epson  Corp  Expression  and  TrueScan  are  trademarks  of  Epson  America.  Inc  All  other  trademarks  are  the  property  of  their  respective  owners  ?  1996  Epson  Amenca.  Inc 


COMMENTARY 


By  Karen  Pennar 


ECONOMICS  MADE  TOO  SIMPLE 


Economics  has  long  been  known 
as  the  dismal  science,  but  I've 
often  thought  it  more  properly 
might  be  called  the  squabbling  sci- 
ence. As  they  struggle  to  make 
sense  of  the  world  we  live  in,  econo- 
mists battle  over  the  meaning  of  the 
latest  statistics,  wrangle  over  whose 
theory  makes  the  most  sense,  and 
sift  through  warring  analyses.  Econ- 
omists tackle  thorny  issues,  such  as 
how  nations  grow.  And  they  tackle 
unusual  ones,  such  as  the  economics 
of  big-game  poaching.*  Still,  even 
though  their  reach  often  exceeds 
their  grasp,  economists  manage  to 
explain,  or  at  least  to  illuminate,  a 
great  deal  about  complicated 
events  and  circumstances. 

It's  not  easy  for  the  average 
person  to  view  the  world  , 
through  an  economic  prism. 
Now  along  come  the  Na- 
tional Council  on  Economic 
Education's  20  economics 
content  standards  for  stu- 
dents fi'om  kindergarten 
through  12th  grade.  The 
nonprofit  partnership, 
made  up  of  education,  busi- 
ness, and  labor  representatives, 
is  dedicated  to  improving  economic 
understanding.  The  guidelines  are  the 
latest  in  a  series  of  its  offerings  in 
math,  science,  and  other  subjects  de- 
signed for  voluntary  adoption  by 
states  and  local  schools. 
UNREALISTIC.  Shunning  jargon,  the 
NCEE  focuses  largely  on  basic  eco- 
nomic principles — that  the  law  of 
supply  and  demand  determines 
prices,  that  prices  are  signals,  that 
economic  activity  is  predicated  on 
choices  among  scarce  inputs.  The 
standards  suggest  exercises  for  4th, 
8th,  and  12th  graders  to  teach  these 
principles. 

Students  should  learn  about  eco- 
nomics, authors  of  the  standards  con- 
tend, to  become  better  citizens, 
workers,  and  consumers.  That's  rea- 
sonable enough.  But  the  standards 
presume  near-universal  agi'eement 
within  the  profession  on  what  is  im- 
portant and  avoid  controversial  top- 

*Eleplia7its.  National  Bureau  of  Economic 
Rksearch  Working  Paper  5674,  July  1996,  by 
Michael  R.  Kremer  and  Charles  Morcom 


ics.  So  pupils  get  both  too  much  and 
too  little  information.  It's  unrealistic 
and  probably  undesirable  to  inculcate 
4th  or  even  8th  graders  with  ideas 
about  monetary  incentives  and  self- 
interest  while  ignoring  altruism 
and  making  Uttle  mention  of  non- 
monetary incentives.  And  it's  unfair 
to  12th  graders  to  study  government's 
economic  role  vrith  scant  discussion 


New  standards  for 
teaching  economics  to 
kids  are  so  basic  they 

aren't  of  much  use 


of  taxes  and  income  redistribution. 

Unveiled  in  New  Orleans  on  Jan.  4 
at  the  American  Economic  Assn. 
meetings — the  annual  venue  for  pro- 
fessional squabbling  if  ever  there 
was  one — the  standards  focus  on  ba- 
sic, even  self-evident,  axioms.  Some 
exercises  are  worthwhile,  others 
laughable:  Eighth  graders  are  sup- 
posed to  demonstrate  that  they  un- 
derstand money's  "store  of  value"  by 
explaining  why  a  farmer  would  be 
better  off  selling  his  tomatoes  for 
money  than  saving  tomatoes  to  ex- 


change for  his  daughter's  tuition 
when  she  reaches  age  18.  Had  tl 
been  my  introduction  to  economi . 
I  would  have  quickly  lost  interes 
The  first  few  pages  of  my  wel 
worn  copy  of  Paul  A.  Samuelson 
classic  text.  Economics,  do  a  far 
ter  job  of  conveying  the  richness 
the  discipline  and  the  debates  th 
infuse  it.  In  the  introduction  is  a 
cussion  of  the  fallacy  of  composite 
in  which  what  is  true  of  a 
is  alleged  to  also  be  nec( 
ily  true  of  the  whole.  Y( 
.5.  won't  find  that  in  the 

standards.  And  Samut 
tells  the  reader  up  fr 
that  in  economics  "tl 
are  often  not  what 
■    first  they  seem"- 
.  -      observation  the  N( 
"     ,  neglects. 

Yes,  Samuelson's 
is  a  college  text.  I 
introduced  to  it  in  hi 
school,  though,  and  it 
not  a  stretch  to  adapt 
troductory  college  tex 
high  school  use.  Which 
es  the  question:  Just  h( 
much  economics  does  a 
need  to  learn?  More,  per 
than  when  I  was  grovdng  up  in 
1960s.  Today,  many  kids  have  m 
spending  power,  while  others  m; 
living  in  single-parent  household 
where  income  is  constrained.  Ur 
standing  the  interplay  of  money, 
terest  rates,  and  debt,  as  well  ai 
incomes  are  earned,  could  be  us 
But  I  worry  about  9-year-old! 
roting  economic  concepts  and  a{ 
ing  bargaining  principles  to  dail 
And  I  doubt  the  standards  will 
older  students  assess  the  many 
cy  responses  that  one  issue,  say 
fare  reform,  may  generate.  It's 
easy  to  write  education  standar 
and  the  NCEE  has  made  a  vaUar 
fort.  But  a  complex  subject  has  I 
rendered  overly  simple.  Far  betj 
to  wait  until  students  can  gain 
fuller  understanding  of  economij 
principles.  This  is  a  case  of  hall 
loaf  not  being  better  than  none. 

Pennar  has  tvritten  about  ec(  0 
ics  for  more  than  20  years 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT. 


[CISIONS  ARE  TOUGHER. 


-IE  IS  CRITICAL 


iSOURCES  ARE  LEANER. 

ID  THE  BUCK  STOPS  WITH  YOU 


1YPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  anal'/zing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Powerful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor; 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 
at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  www.sas.com/vision/ 


SAS  IS  a  registered  trademark,  and  CFO  Vision  a  trademark, 
of  SAS  Institute  Inc.  Copyright  ©  1996  by  SAS  Institute  Inc. 


Islews:  Analysis  &  Commentary 


MARKETING 


THESE  BRANDS 
AREN'T  SMOKIN' 

RJR  calls  in  the  sales  gurus 
to  revamp  Winston  and  Salem 

Whatever  happened  to  Salem 
Country?  After  years  of  decline, 
R.J.  Reynolds  Tobacco  Co.  is 
testing  new  ways  of  marketing  its  Win- 
ston and  Salem  brands.  And  Steven  F. 
Goldstone,  ceo  of  parent  rjr  Nabisco 
Holdings  Corp.,  says  that  he  won't  put 
big  bucks  into  marketing  the  brands 
unless  the  company  comes  up  with 
surefii'e  concepts.  "If  they  show  results 
in  test  marketing,  then  we'll  roll  them 
out  nationally,"  he  says.  "I'm  not  go- 
ing to  throw  money  at  these  brands 
willy-nilly." 

The  problem?  Winston  and  Salem  at- 
tract older  smokers,  and  they  don't 
have  clear  identities.  In  the  12  months 
ended  last  September,  Salem's  share  of 
the  U.  S.  cigarette  market  fell  from 
3.7%  to  3.6%,  and  Winston's  from  5.7%. 


to  5.4%',  according  to 
the  industry  newslet- 
ter Maxwell  Con- 
sumer Report.  "They 
need  to  come  up  with 
some  brilliant  break- 
through marketing 
that  defines  Winston's 
personality,"  says  San- 
ford  C.  Bernstein  & 
Co.  analyst  Gary  D. 
Black. 

Winston,  however, 
remains  the  company's 
second-largest  seller, 
and  Salem  holds  the 
No.  4  spot.  Dean  Wit- 
ter Reynolds  Inc.  analyst  David  Adel- 
man  says  the  two  account  for  about 
56%  of  Reynolds'  full-price-cigarette 
volume  and  some  45%  to  50%  of  the 
company's  estimated  $1.5  billion  do- 
mestic tobacco  profits.  "Because  two  of 
their  largest  brands  are  declining,  it 
makes  it  very  difficult  to  gi'ow  [domes- 
tic tobacco]  profits,"  Adelman  says. 
"NO  BULL."  Analysts  say  r.ir's  fii'st  at- 
tempt at  reviving  Winston  isn't  showing 
much  promise.  In  July,  rjr  introduced  a 
reformulated  version  of  Winston  in 
Florida  with  all  additives  removed.  It 


UNCLEAR  IDEN1 

Efforts  to 
promote  a  new 
no-additives 
version  of 
Winston  aren't 
showing  much 
promise  so  far 

backed  it  up  w: 
"No  Bull"  mark 
campaign  aime( 
promoting  the  br 
authenticity.  So 
dustry  experts 
the  company  isn't  getting  strong  ei 
results  to  justify  expanding  the 
cept  nationally.  The  company  dec 
to  discuss  the  test,  saying  only 
hasn't  made  a  decision  yet. 

RJR  vdll  fioat  other  ideas  this  yi 
expects  to  try  out  a  new  Salem 
cept  in  the  first  half  of  1997  and 
launch  another  Winston  campaig 
fore  yearend.  Goldstone  says  the 
pany  intends  to  keep  testing  new 
until  it  finds  a  winning  concept 
best  hurry. 

By  Lori  Bongiorno  in  New 


ft 
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DRUGS 


WHY  GRASS 
IS  GREENER 

Unimed's  FDA-approved  pot 
substitute  is,  like,  languishing 

It's  enough  to  make  Cheech  and  Chong 
blush:  California  and  Aiizona  approve 
the  use  of  marijuana  for  medical  piu'- 
poses  thi'ough  voter  initiatives.  An  out- 
raged Clinton  Administration  vows  to 
punish  doctors  who  prescribe  maiijuana 
and  other  dnigs  made  legal  by  the  states. 
Meanwhile,  aids  and  cancer  patients  tiuii 
to  the  media  with  emotional  testimonies 
affinning  pot's  therapeutic  value. 

Amid  the  brouhaha,  you'd  think  that 
AIDS  patients  could  score  cannabis  only  in 
clandestine  meetings  wath  the  local  push- 
er. But  long  before  Californians  were 
able  to  fire  up  doobies  legally,  a  small 
biotech  company  in  suburban  Chicago 
was  building  a  business  mai'keting  mari- 
juana— or  at  least  a  form  of  it.  Unimed 
Pharmaceuticals  Inc.  racked  up  1995 
sales  of  $6.03  million  from  its  sole  prod- 
uct, Marinol,  the  only  |)rescription  dnig 
to  use  a  synthetic  substance  based  on 
THC,  the  active  ingi-edient  in  marijuana, 


as  an  appetite  stimulant.  "Unlike  mari- 
juana, oui'  product  doesn't  differ  from 
batch  to  batch,"  says  Unimed  ceo  and 
Pi'esident  Stephen  M.  Simes.  "Om-  prod- 
uct has  been  tlu-ough  controlled,  clinical 
trials — it's  safe." 

Be  that  as  it  may,  many  in  the  aids 
population  prefer  real  pot.  Some  propo- 
nents of  legalization  cite  research  sug- 
gesting that  maiijuana  can  combat  wast- 
ing— the  severe  weight  loss  that's  often 
associated  with  aids.  They  complain  that 
Marinol  oral  capsules  are  too  slow  to 
sink  into  the  bloodstream  and  that  they 
have  unpleasant  side  effects.  "I  know  so 


SIMES:  He  says  UniinecVs  pot  pills  are 
safer  than  marijuana 


many  people  who  get  sick  on  the 
says  John  Hudson,  dii'ector  of  F 
Therapy,  a  San  Francisco  firm  tha 
real  marijuana  for  medicinal  pur 
"It's  a  joke." 
PRICEY.  Marinol  was  approved  b 
Food  &  Drug  Administration  for 
in  1985  and  for  aids  in  1992.  U 
mai'kets  it  as  safer  than  maiijuana, 
contains  carcinogens.  It  also  doesi 
you  high  (though  some  users  don' 
sider  that  a  selling  point).  Plus,  1 
is  reimbursable  by  hmos  and  M© 
The  drag  can  cost  between  $120  fc 
per  month.  In  contrast,  Hudson  sa 
equivalent  amount  of  pot,  abou 
ounces,  lams  $800.  Unimed's  Sime 
price  isn't  the  issue.  "I  don't  thii 
motivations  behind  those  referei 
are  purely  medical,"  he  sniffs, 
just  want  to  use  it  recreationally.' 

Wall  Sti'eet  isn't  showing  much 
ness  over  Unimed's  stock,  wliich  ha 
ered  in  the  $7  range  after  hitting 
of  $8.50  in  September,  1996.  "It's 
company  with  solid  management," 
es  Sandii-a  J.  HoUenhorst,  an  analyi 
John  G.  Kinnai'd  &  Co.  in  Minneap 
think  people  are  pooh-poohing  Iv 
because  they  simply  want  to  getni 
juana  legalized."  That  may  be  tni  " 
question  is  whether  Unimed's  \n 
can  rise  above  the  smoke. 

By  Ron  Stodghill  II  in  < 
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E  NEW  JEER  CHEROKEE 

TH  OVER  40  ADVANCEMENTS. 

Tien  improving  the  1997  Jeep  Cherokee,  we  were  faced 
the  question:  What  do  we  change  to  make  it  better?  Its 
c  styUng,  aggressive  stance,  and  natural  instincts  for 
iture  must  remain.  So  what  were  these  changes  that  so 


The  answer  unfolded  in  a  thousand-mile  crawl  through 
the  Sierras.  They  applauded  Cherokee's  all-new  interior,  the 
well-placed  controls,  and  numerous  other  refinements.  As 
we  suspected,  they  also  reveled  in  the  things  we  didn't 
change.  Rugged  four-wheel  drive  capability  and  Quadra- 
Link*  suspension.  All  the  things  that  make  it  a  Jeep  vehicle. 
And,  according  to  the  judges,  the  "Four  Wheeler  of  the  Year." 
To  test  Jeep  Cherokee  yourself,  call  1-800-925-JEEP  or 
visit  our  Web  site  at  http://www.jeepunpaved.com 

Jeep 

THERE'S    ONLY  ONE 


Always  wear  your  seat  belt.  Jeep  is  a  registered  trademark  of  Chrysler  Corporation. 


You'd  give  your  life  for  them. 
But  that's  not  what  they  want, 

They  just  want  you 
to  stay  healthy. 


The  fact  is,  you  could  be 
at  risk  of  having  a  first  heart  attack, 
if  you  have  high  cholesterol. 


PRAVACHOL  is  proven  to  help 
prevent  a  first  heart  attack. 


WACHOL  is  the  onjy 
)lesterol-lowering  drug 
ts  kind  proven  to  help 
vent  a  first  heart  attack, 
i  the  grim  fact  of  the 
tter  is,  up  to  33%  of 
tple  do  not  survive  their 
t  heart  attack, 
iproving  your  diet 
exercise  is  important, 
may  not  be  enough, 
ask  your  doctor  about 
rachol.  It  may  help  you 
a  longer,  healthier  life. 


Pravachol,  when  used  with 
diet,  is  proven  to  reduce  the  risk 
of  a  first  heart  attack,  lower  the 
risk  of  death  from  heart  disease, 
and  lessen  the  risk  of  heart 
surgery,  based  on  a  new  landmark 
five-year  study  including  over 
6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Pravachol  is  a  prescription  drug, 
so  you  should  ask  your  doctor 
or  healthcare  professional  if 
Pravachol  is  right  for  you.  Some 
side  effects,  such  as  slight  rash 
or  mild  stomach  upset,  occur 
in  about  2-4%  of  patients. 
Pravachol  should  not  be  taken 
by  women  who  are  pregnant  or 
nursing,  people  who  are  allergic 


to  any  of  its  ingredients  or  by 
anyone  with  liver  disease.  Your 
doctor  may  perform  blood  tests 
to  check  your  liver  function 
before  and  during  treatment. 
Tell  your  doctor  right  away  if  you 
experience  any  muscle  pain  or 
weakness,  as  it  may  be  a  sign  of 
a  rare,  but  serious  side  effect.  Be 
sure  to  mention  any  medications 
you  are  taking  so  any  possible 
serious  drug  interactions  can  be 
avoided.  Please  see  important 
information  on  the  next  page. 


P^ACHOL 

pravastatin  sodium  s 


Visit  our  Web  site  at  www.pravachol.com 


Ask  your  doctor 
if  Pravachol  is  right  for  you  or  call 

1-800-PREVENT 

RAVACHOL  helps  prevent  first  heart  attacks. 


©1996  BriMol-Mycrs  Squibh  Co. 


PRAVACHOL® 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS;  Hypersensitivity  to  any  component  ol  tliis  medication  Active  liver  disease  or 
unexplained,  persistent  elevations  in  liver  function  tests  (see  WARNINGS)  Pregnancy  and  lactation. 
Attierosclerosis  is  a  ctironic  process  and  discontinuation  cl  lipid-lowering  drugs  during  pregnancy  stiould 
have  little  impact  on  tlie  outcome  ol  long-term  therapy  ot  primary  hypercholesterolemia.  Cholesterol  and 
other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal  development  (including 
synthesis  of  steroids  and  cell  membranes)  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol,  they 
may  cause  fetal  harm  when  administered  to  pregnant  women  Therefore,  HMG-CoA  reductase  inhibitors  are 
contraindicated  during  pregnancy  and  in  nursing  mothers  Pravastatin  should  be  administered  to  vi/omen 
of  ctiildbearing  age  only  wlien  such  patients  are  tilglily  unlikely  to  conceive  and  liave  been  Informed 
of  the  potential  hazards.  It  the  patient  becomes  pregnant  v»hile  talking  this  class  ol  drug,  therapy  should  be 
discontinued  and  the  patient  apprised  of  the  potential  hazard  to  the  fetus  WARNINGS:  Liver  Enzymes  — 
HMG-CoA  reductase  inhibitors,  like  some  other  lipid-lowenng  therapies,  have  been  associated  with 
biochemical  abnormalities  of  liver  function  Increases  of  serum  transaminase  (ALT,  AST)  values  to  more  than 
3  times  the  upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  sequential)  occasions  have  been 
reported  in  1  3%  of  patients  treated  with  pravastatin  in  the  US  over  an  average  period  of  1 8  months  These 
abnormalities  were  not  associated  with  cholestasis  and  did  not  appear  to  be  related  to  treatment  duration 
In  those  patients  in  whom  these  abnormalities  were  believed  to  be  related  to  pravastatin  and  who  were 
discontinued  Irom  therapy,  the  transaminase  levels  usually  fell  slowly  to  pretreatment  levels  These 
biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia, 
weakness,  and/or  abdominal  pain  may  also  be  present  in  rare  patients  It  is  recommended  that  liver 
function  tests  be  performed  before  the  initiation  ot  treatment,  at  6  and  12  weeks  after  initiation  of 
tlierapy  or  elevation  In  dose,  and  periodically  thereafter  (e.g.,  semiannually).  Patients  who  develop 
increased  transaminase  levels  should  be  monitored  with  a  second  liver  function  evaluation  to  conhrm  the 
finding  and  be  followed  thereafter  with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal. 
Should  an  increase  in  AST  or  ALT  ol  three  times  the  uppei  limit  ot  normal  or  greater  persist,  withdrawal  of 
pravastatin  therapy  is  recommended  Active  liver  disease  or  unexplained  transaminase  elevations  are 
contraindications  to  the  use  ol  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be  exercised  when 
pravastatin  is  administered  to  patients  with  a  history  ol  liver  disease  or  heavy  alcohol  ingestion  (see 
CLINICAL  PHARMACOLOGY:  Pharmacokinetics/Metabolism)  Such  patients  should  be  closely  monitored, 
started  at  the  lower  end  of  the  recommended  dosing  range,  and  titrated  (o  the  desired  therapeutic  effect 
Skeletal  Muscle  —  Rare  cases  of  rhabdomyolysis  with  acute  renal  failure  secondary  to 
myoglobinuria  have  been  reported  with  pravastatin  and  other  drugs  in  this  class.  Uncomplicated 
myalgia  has  also  been  reported  in  pravastatin-treated  patients  (see  ADVERSE  REACTIONS)  Myopathy, 
defined  as  muscle  aching  or  muscle  weakness  in  con|unction  with  increases  in  creatine  phosphokinase  (CPK) 
values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0  1%)  in  pravastatin  clinical  tnals. 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or 
marked  elevation  ol  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness 
or  weakness,  particularly  if  accompanied  by  malaise  or  (ever  Pravastatin  therapy  should  be  discontinued 
if  markedly  elevated  dPK  levels  occur  or  myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy 
should  also  be  temporarily  withheld  in  any  patient  experiencing  an  acute  or  serious  condition 
predisposing  to  the  development  of  renai  railure  secondary  to  rhabdomyolysis,  e.g.,  sepsis; 
hypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte  disorders;  or 
uncontrolled  epilepsy.  The  risk  ot  myopathy  during  treatment  with  another  HMG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosporine,  niacin,  or  librates  However,  neither 
myopathy  nor  signihcani  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100 
post-transplant  patients  (24  renal  and  76  cardiac)  treated  for  up  to  two  years  concurrently  with  pravastatin 
10-40  mg  and  cyclosporine  Some  ol  these  patients  also  received  other  concomitant  immunosuppressive 
therapies  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in  cardiac  transplant 
patients  receiving  cyclosporine  Furtner,  in  clinical  trials  involving  small  numbers  ol  patients  who  were  treated 
concurrently  with  pravastatin  and  niacin,  there  were  no  reports  ol  myopathy  Also,  myopathy  was  not  reported 
in  a  trial  of  combination  pravastatin  (40  mq/day)  and  gemfibrozil  (1200  mg/day),  although  4  ol  75  patients 
on  the  combination  showed  marked  CPK  efevations  versus  one  of  73  patients  receiving  placebo  There  was 
a  trend  toward  more  IrequenI  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in 
the  group  receiving  combined  treatment  as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or 
pravastatin  monotherapy  (see  PRECAUTIONS:  Drug  Interactions)  The  use  ol  fibrates  alone  may 
occasionally  be  associated  with  myopathy.  The  combined  use  of  pravastatin  and  fibrates  should  be 
avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  Is  likely  to  outweigh  the  increased  risk 
of  this  drug  combination.  PRECAUTIONS:  General  —  Pravastatin  may  elevate  creatinine  phosphokinase 
and  transaminase  levels  (see  ADVERSE  REACTIONS)  This  should  be  considered  in  the  diflerential  diagnosis 
ol  chest  pain  in  a  patient  on  therapy  with  pravastatin  Homozygous  Familial  Hypercholesterolemia 
Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial  hypercholesterolemia  In  this 
group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective  because  the 
patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  ol  pravastatin  was 
administered  to  24  patients  witn  varying  degrees  ol  renal  impairment  (as  determined  by  creatinine 
clearance)  No  effect  was  observed  on  the  pharmacokinetics  ol  pravastatin  or  its  3i'-hydroxy  isomeric 
metabolite  (SQ  31 ,906)  A  small  increase  was  seen  in  mean  AUG  values  and  half-lile  (tV,)  for  the  inactive 
enzymatic  ring  hydroxylation  metabolite  (SQ  31 ,945)  Given  this  small  sample  size,  the  dosage  administered, 
and  the  degree  ol  individual  variability,  patients  with  renal  impairment  who  are  receiving  pravastatin  should 
be  closely  monitored  Information  lor  Patients  —  Patients  should  be  advised  to  report  promptly 
unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Drug 
Interactions  —  Immunosuppressive  Drugs,  Gemfibrozil.  Niacin  (Nicotinic  Acid),  Erythromycin  See 
WARNINGS:  Skeletal  Muscle  Antipynne  Since  concomitant  administration  ol  pravastatin  had  no  effect  on 
the  clearance  ol  antipynne,  interactions  with  other  drugs  metabolized  via  the  same  hepatic  cytochrome 
isozymes  are  not  expected  Cholestyramine/Colestipol  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  ol  pravastatin  However,  when  pravastatin  was 
administered  1  hour  belore  or  4  hours  alter  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal, 
there  was  no  clinically  signilicant  decrease  in  bioavailability  or  therapeutic  ellect  (See  DOSAGE  AND 
ADMINISTRATION:  Concomitant  Therapy  I  Warfarin  In  a  study  involving  10  healthy  male  subjects  given 
pravastatin  and  warfarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady  state  for  pravastatin 
(parent  compound)  were  not  altered  Pravastahn  did  not  alter  the  plasma  prolein-binding  of  wartarn 
(foncomilant  dosing  did  increase  the  AUC  and  Cmax  ol  wartarin  but  did  not  produce  any  changes  in  its 
anticoagulant  action  (i  e  ,  no  increase  was  seen  in  mean  prothrombin  time  alter  6  days  ol  concomitant 
therapy)  However,  bleerling  and  extreme  prolongation  of  prothrombin  time  has  been  reported  with  another 
drug  in  this  class  Pahents  receiving  wartann-type  anticoagulants  should  have  their  prothrombin  hmes 
closely  monitored  when  pravastatin  is  initialed  or  the  dosage  or  pravastatin  is  changed  Cimetidine  The  AUG" 
I"  lor  pravastatin  when  given  with  cimetidine  was  not  significantly  different  Irom  the  AUC  for  pravastatin 
when  given  alone  A  significant  diflerence  was  observed  behween  the  AUC's  lor  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digoxin  In  a  crossover  trial  involving  18  healthy 
male  subiects  given  pravastatin  and  digoxin  concurrently  for  9  days,  the  bioavailability  parameters  ol  digoxin 
were  not  allected  The  AUC  of  pravastatin  tended  to  increase,  but  the  overall  bioavailability  ol  pravastatin  plus 
its  metabolites  SQ  31 ,906  ancTSQ  31 ,945  was  not  altered  Cyclosporine  Some  investigators  have  measured 
cyclosporine  levels  in  patients  on  pravastatin,  and  to  date,  these  results  indicate  no  clinically  meaninglul 
elevations  in  cyclosporine  levels  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in 
cardiac  transplant  patients  receiving  cyclosporine  Gemfibrozil  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemlibrozil,  there  was  a  significant  decrease 
in  unnary  excretion  and  protein  binding  of  pravastatin  In  addition,  there  was  a  signilicant  increase  in  AUC, 
Cmax,  and  Tmax  for  the  pravastahn  metabolite  SQ  31.906  Combination  therapy  with  pravastatin  and 
gemfibrozil  is  generally  not  recommended  In  interaction  studies  with  aspirin,  antacids  (1  hour  prior  to 
PRAVACHOL),  cimetidine,  nicotinic  acid,  or  probucol,  no  statistically  significant  differences  in  bioavailability 
were  seen  when  PRAVAtiHOL  (pravastatin  sodium)  was  administered  Other  Drugs  During  clinical  trials,  no 
noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to  diuretics  antihypertensives, 
digitalis.  ACE  inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function  — 
HMG-CoA  reductase  inhibitors  interiere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels 
and,  as  such,  might  theorehcally  blunt  adrenal  or  gonadal  steroid  hormone  production  Results  ol  clinical 
trials  with  pravastatin  in  males  and  post-menopausal  females  were  inconsistent  with  regard  to  possible 
effects  of  the  drug  on  basal  steroid  hormone  levels  In  a  study  ol  21  males,  the  mean  testosterone  response 
to  human  chorionic  gonadotropin  was  signilicantly  reduced  (p<  0  004)  alter  16  weeks  of  treatment  with  40 
mg  of  pravastatin,  tfewever,  the  percentage  ot  patients  showing  a  2  50%  rise  in  plasma  testosterone  after 
human  chorionic  gonadotropin  stimulation  did  not  change  significantly  alter  therapy  in  these  patients  The 
etfects  of  HMG  CoA  reductase  inhibitors  on  spermatogenesis  and  lertility  have  not  been  studied  in  adequate 
numbers  of  patients  The  effects,  il  any,  ol  pravastahn  on  the  pifuitary-gonadal  axis  in  pre-meiiopausal 
females  are  ui  known  Patients  treated  with  pravastatin  who  display  clinical  evidence  ol  endocrine 
dysfunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  if  an  HMG-CoA  reductase 
inhibitor  or  other  jgent  used  to  lower  cholesterol  levels  is  administered  to  patients  also  receiving  other  drugs 
te  g.,  ketoconazole,  spironolactone,  cimetidine)  that  may  dimmish  the  levels  or  activity  of  steroid  hormones 
CNS  Toxicity  —  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and 
mononuclear  cell  infiltration  of  perivascular  spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of 
25  mg/kg/day  a  dose  that  produced  a  plasma  drug  level  about  50  times  higher  than  the  mean  drug  level  in 
humans  taking  40  mg/day  Similar  CNS  vascular  lesions  have  been  observed  with  several  other  drugs  in  this 
class.  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneration  (Wallerian  degeneration  of 
retinogeniculate  libers)  in  clinically  normal  dogs  in  a  dose-dependent  lashion  starting  at  60  mg/kg/day,  a 
dose  tnal  produced  mean  plasma  drug  levels  about  30  hmes  higher  than  the  mean  drug  level  in  humans 
taking  the  highest  recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity)  This  same  drug  also 
produced  vestibulocochlear  Walleiian-like  degeneration  and  rehnal  ganglion  cell  chromatolysis  in  dogs 
treated  for  14  weeks  at  180  mg/kg/day.  a  dose  which  resulted  in  a  mean  plasma  drug  level  similar  to  that 


seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility 

study  in  rats  fed  pravastatin  at  doses  of  10. 30.  or  100  mg/kg  body  weight,  there  was  an  incre.i  .n 
of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  <  0  01)  Although  rats  were  qivi'i 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  in  tii; 
than  those  measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC  The  oral  administrejt 
30,  or  100  mg/kg  (producing  plasma  drug  levels  approximately  0.5  to  5  0  limes  the  human  drug  \U 
mg)  ol  pravastatin  to  mice  for  22  months  resulted  in  a  statistically  significant  increase  in  the  inl 
malignant  lymphomas  in  treated  females  when  all  treatment  groups  were  pooled  and  compared  i 
(p  <  0  05)  The  incidence  was  not  dose-related  and  male  mice  were  not  affected  A  chemically  si 
in  this  class  was  administered  to  mice  for  72  weeks  at  25. 100.  and  400  mg/kg  body  weight  whiii 
in  mean  serum  drug  levels  approximately  3,  15.  and  33  times  higher  than  the  mean  human  si 
concentration  (as  total  inhibitory  activity)  after  a  40  mg  oral  dose  Liver  carcinomas  were  sif 
increased  in  high-dose  females  and  mid-  and  high-dose  males,  with  a  maximum  incidence  ol  90  r 
males.  The  incidence  ol  adenomas  of  the  liver  vvas  significantly  increased  in  mid-  and  high-doE  t 
Drug  treatment  also  significantly  increased  the  incidence  ol  lung  adenomas  in  mid-  and  high-rtose  i 
lemales.  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  ol  rodents)  were  signilii  .inii  i 
high-dose  mice  than  in  controls  No  evidence  ol  mutagenicity  was  observed  in  vitro,  with  or  vi'i'h, 
metabolic  activation,  in  the  lollowing  studies  microbial  mutagen  tests,  using  mutant  strains  nl 
typhimurium  or  Escherichia  coir,  a  forward  mutation  assay  in  L5I78Y  TK  +/-  mouse  lynirtm: 
chromosomal  aberration  test  in  hamster  cells;  and  a  gene  conversion  assay  using  Saccharomv  •"• ' 
In  addition,  there  was  no  evidence  of  mutagenicity  in  either  a  dominant  lethal  test  in  mice  or  i  im 
test  in  mice  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg,  pravastatin  did  not  prorii, 
effects  on  fertility  or  general  reproductive  pertormance  However,  in  a  study  with  another  HW 
inhibitor,  there  was  decreased  fertility  m  male  rats  treated  lor  34  weeks  at  25  mg/kg  body  . 
this  effect  was  not  observed  in  a  subsequent  fertility  study  when  this  same  dose  was  adn, ' 
weeks  (the  entire  cycle  ol  spermatogenesis,  including  epididymal  matuiation)  In  rats  treated  vmh 
reductase  inhibitor  at  180  mg/kg/day  seminilerous  tubule  degeneration  (necrosis  and  loss  ul 
epithelium)  was  observed  Although  not  seen  with  pravastatin,  two  similar  drugs  in  this  clas:.,  i  .i 
related  testicular  atrophy  decreased  spermatogenesis,  spermatocytic  degeneration,  and  giant  ce  n 
in  dogs  The  clinical  significance  ol  these  findings  is  unclear  Pregnancy:  Pregnancy  Category, 
CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established  Pravastatin  wa:-,  nnt  = 
in  rats  at  doses  up  to  1000  mg/kg  daily  or  in  rabbits  at  doses  ol  up  to  50  mg/kg  daily  The;.H  : 
in  20x  (rabbit)  or  240x  (rat)  the  human  exposure  based  on  surtace  area  (mg/meter-)  Howev' 
another  HMG-CoA  reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  anil 
been  one  report  of  severe  congenital  bony  deformity,  tracheo-esophageal  fistula,  and  ;iii 
association)  in  a  baby  born  to  a  woman  who  look  another  HMG-CoA  reductasi 
dextroamphetamine  sulfate  during  the  lirst  trimester  of  pregnancy  PRAVACHOL  (pravastaln 
be  administered  to  women  of  child-bearing  potential  only  when  such  patients  are  highly  unli, 
and  have  been  informed  of  the  potential  hazards  If  the  woman  becomes  pregnant  while  t.i^ 
(pravastatin  sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  poii 
tne  fetus  Nursing  Mothers  —  A  small  amount  ol  pravastatin  is  excreted  in  human  breast 
the  potential  lor  serious  adverse  reactions  in  nursing  infants,  women  taking  PRAVACHOL  ' 
(see  CONTRAINDICATIONS)  Pediatric  Use  —  Salety  and  effectiveness  in  individuals  less  It 
have  not  been  established  Hence,  treatment  in  patients  less  than  18  years  old  is  not  recm 
time  ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated;  adverse  reactions  h.i. 
mild  and  transient  In  4-month  long  placebo-controlled  trials.  1  7%  of  pravastatin-treated  i) : 
of  placebo-treated  patients  were  discontinued  Irom  treatment  because  of  adverse  expert 
study  drug  therapy,  this  difference  was  not  statistically  significant  In  long-term  studies,  Iti 
reasons  for  discontinuation  were  asymptomatic  serum  transaminase  increases  and  it 
gastrointestinal  complaints  During  clinical  trials  the  overall  incidence  of  adverse  events  r 
not  different  from  the  incidence  observed  in  younger  patients.  Adverse  Clinical  Events 
clinical  events  (regaidless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  pattt 
placebo-controlled  trials  are  identified  in  the  table  below,  also  shown  are  the  percentages  ofit 
whom  these  medical  events  were  believed  to  be  related  or  possibly  related  to  the  drug: 


All  Events  Events  Attribul 

to  Study  Dru 


Body  System/Event 

Pravastatin 

Placebo 

Pravastatin 

(N  =  900) 

(N  =  411) 

(N  =  900) 

% 

% 

% 

Cardiovascular 

Cardiac  Chest  Pain 

4.0 

3.4 

0.1 

Dermatologic  Rash 

40* 

1.1 

1.3 

Gastrointestinal 

Nausea/Vomiting 

73 

7.1 

2.9 

Diarrhea 

6.2 

5.6 

2.0 

Abdominal  Pain 

54 

6.9 

.2.0 

Constipation 

40 

7.1 

2.4 

Flatulence 

33 

3.6 

2.7 

Heartburn 

2.9 

1.9 

2.0 

General 

Fatigue 

3.8 

3.4 

1.9 

Chest  Pain 

3.7 

1.9 

0.3 

Influenza 

24- 

0.7 

0.0 

Musculoskeletal 

Localized  Pain 

100 

9.0 

1.4 

Myalgia 

27 

1.0 

0.6 

Nervous  System 

Headache 

6.2 

3.9 

1.7* 

Dizziness 

3.3 

3.2 

1.0 

Renal/Genitourinary 

Urinary  Abnormality 

2.4 

2.9 

0.7 

Respiratory 

0.0 

Common  Cold 

70 

6.3 

Rhinihs 

4.0 

4.1 

0.1 

Cough 

2.6 

1.7 

0.1 

■Statistically  significantly  different  Irom  placebo. 


In  the  Pravastatin  Primary  Prevention  Study  (West  ol  Scotland  Coronary  Prevention  Study)  isitl 
PHARMACOLOGY:  Clinical  Studies)  involving  6595  patients  treated  with  PRAVACHOL  (pr&v,'  ' 
(N  =  3302)  or  placebo  (n  =  3293)  the  adverse  event  prolile  in  the  pravastatin  group  was  ci>i 
ot  the  placebo  group  over  the  median  4  8  years  of  the  study  The  lollowing  etfects  have  bi  > 
drugs  in  this  class,  not  all  the  effects  listed  below  have  necessarily  been  associated  with  pr;i 
Skeletal  myopathy,  rhabdomyolysis.  arthralgia  Neurological  dysfunction  of  certain  cranial  ■• 
alteration  ol  taste,  impairment  of  extra-ocular  movement,  lacial  paresis),  tremor,  vertu; 
paresthesia,  peiipheral  neuropathy  peripheral  nerve  palsy  anxiety,  insomnia,  depression 
Reactions  An  apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  incln 
ol  the  lollowing  features,  anaphylaxis,  angioedema,  lupus  erythematous-like  syndri  ' 
rheumatica,  dermatomyosihs,  vasculitis,  purpura,  thrombocytopenia,  leukopenia,  hemolytii. 
ANA,  ESR  increase,  eosinophilia.  arthrihs.  arthralgia,  urticaria,  asthenia,  photosensitivity,  fevr; 
malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including  Stevens-Jot:' 
Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  |aunfl:i  • 
in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma;  anorexia,  vomitim; 
prunlus  A  vanety  ol  skin  changes  (e  g  ,  nodules,  discolorahon,  dryness  ol  skin/mucous  men' 
to  hair/nails)  have  been  reported  Reproductive  gynecomastia,  loss  of  libido,  erectile  i: 
progression  ol  cataracts  (lens  opacities),  ophthalmoplegia   Laboratory  Abnorm.n, 
transaminases,  alkaline  phosphatase,  and  bilirubin,  thyroid  lunction  abnormalities  Labnlo 
Abnormalities  —  Increases  in  serum  transaminase  (ALT.  AST)  values  and  CPK  have  been  oSr\ 
WARNINGS).  Transient,  asymptomatic  eosinophilia  has  been  reported  Eosinophil  counts  usu.iliel 
normal  despite  continued  therapy  Anemia,  thrombocytopenia,  and  leukopenia  nave  been  rein;  i 
CoA  reductase  inhibitors  Concomitant  Therapy  —  Pravastatin  has  been  administered  : 
cholestyramine,  colestipol,  nicotinic  acid,  probucol  and  gemlibrozil  Preliminary  data  sugge;.' 
ol  either  probucol  or  gemfibrozil  to  therapy  with  lovastatin  or  pravastatin  is  not  associ,i: 
reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or  pravastahn  alone.  No  .; 
unigue  to  the  combination  or  in  addition  to  those  previously  reported  tor  each  drug  alone  hav 
Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  wti'': 
CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemlibru.' 
or  lipid-lowering  doses  ol  nicotinic  acid  Concomitant  therapy  with  HMG-CoA  reductase  intut' 
agents  is  generally  not  recommended  (See  WARNINGS:  Skeletal  Muscle  and  PRECAll 
Interactions )  OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pi ' 
which  were  asymptomatic  and  not  associated  with  clinical  laboratory  abnormalities  II  an  riv 
should  be  treated  symptomatically  and  supportive  measures  should  be  instituted  as  reguiri' 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
Consult  package  insert  before  prescribing  PRAVACHOL*  (pravastatin  sodium). 
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ED  BY  KEITH  H.  HAMMONDS 


iRICAN'S  PILOTS 
T  SAY  NOPE 

L    MAJOR    SETBACK  TO 

rican  Airlines,  the  corn- 
's pilots  on  Jan.  8  reject- 
new  six-year  contract 
would  have  provided 
ist  pay  hikes  and  stock 
ns  for  pilots  in  return 
productivity  improve- 
s.  Particular  sticking 
s  were  the  paltry  raises 
time  when  American  is 
ng  record  profits  and  a 
sion  that  would  have  al- 
1  American's  commuter 
itions — represented  by  a 
•ent  union — to  fly  small 
American,  whose  recent 
llion  airplane  deal  with 
ig  hinged  on  passage  of 
;ontract,  says  it's  "ex- 
ely  disappointed"  by  the 
tion — a  personal  defeat 


DOUBLE  TAKE 

stors  bid  up  Doubletree 
es  13%  preceding  news 
ec.  31  of  the  hotelier's 
to  acquire  Hong  Kong- 
id  Renaissance  Hotel 
p.  By  Jan.  6,  the  stock 
dropped  9%,  forcing 
)letree  to  raise  its  bid 
to  $890  million.  Analysts 
:hey  still  like  the  price — 
the  company's  expan- 
A$100  million  company 
uago,  it  paid  $1.2  bil- 
in  December  for  Red  Lion 
Is.  The  new  deal  would 
it  382  hotels  and  close 
'00  million  in  sales, 
ng  it  the  nation's  third- 
!St  hotel  manager. 


'  2/96  JAN  7.  9? 

ITA:  BLOOMBERG  FINANCIAL  MARKETS 


for  President  Donald  Carty, 
who  headed  the  negotiations. 

RIGOR  MORTIS  FOR 
A  FUNERAL-HOME  BID 

SERVICE  CORP.  INTERNATION- 

al's  biggest  deal  is  dead.  The 
ftmeral-home  kingijin  on  Jan.  7 
abandoned  its  $2.9  billion  hos- 
tile bid  for  Canada's  The 
Loewen  Group,  North  Ameri- 
ca's second-largest  funeral- 
home  operator.  Loewen  had 
bitterly  fought  sci's  offer, 
launching  an  antitrust  suit, 
gTanting  hefty  severance  deals 
to  dozens  of  its  executives, 
and  spending  $.325  million  on 
its  own  acquisition  spree,  sci's 
failed  bid  leaves  it  a  tad  small- 
er: It  was  obliged  to  put  its 
40%  stake  in  Equity  Coip.  In- 
ternational on  the  mai'ket  to 
allav  antitrust  concerns. 


WAYNE'S  GROWING 
CAR  WORLD 

CAN      DEALMAKER  WAYNE 

Huizenga  live  up  to  investors' 
estimations?  He  certainly  does 
try.  Two  months  after  paying 
$625  million  in  stock  for 
Alamo  Rent-A-Car,  Huizen- 
ga's  Republic  Industries  said 
on  Jan.  6  it  would  buy  Na- 
tional Car  Rental  System  in  a 
$600  million  stock  "deal.  The 
two  chains  make  Republic  the 
largest  operator  in  the  car 
rental  business.  Add  them  to 
Republic's  gi-owdng  AutoNa- 
tion USA  used-car  chain  and 
recently  acquired  new-car 
dealer-ships,  and  Huizenga  ap- 
pears well  set  to  create  a 
"cradle-to-grave"  automotive 
super-suppher.  Does  it  justify 
a  stock  multiple  of  125  times 
1996  earnings?  Maybe  not, 
but  Wall  Street's  zeal  gives 
Huizenga  plenty  of  takeover 
currency  for  future  deals. 


JOCKS  VS.  THE  NCAA: 
A  CASE  OF  BIAS? 

IN  1986,  THE  NATIONAL  COL- 

legiate  Athletic  Assn.  set  min- 


HEADLINER:  MICHAEL  MiTOMA 


CAUGHT  IN  THE  DONORGATE  GLARE 


"I  would' ve  thought  it  was 
really  funny — if  I  hadn't 
been  involved,"  says 
Michael  Mitoma.  By 
hubris  oi'  by  acci- 
dent, though,  Mit- 
oma is  embroiled 
in  the  widening 
'White  House 
fimd-raising 
brouhaha. 

Mitoma,  53,  an 
international  busi- 
ness broker  and  the 
mayor  of  Carson,  Cahf., 
aiTanged  for  Korean  entre- 
preneur John  Lee  to  at- 
tend an  Apr.  8  dinner  vdth 
President  Clinton.  In  re- 
turn, Lee  cut  a  check  for 
$250,000  fi-om  his  newly 
created  U.  S.  subsidiary. 
But  Lee,  who  doesn't 
speak  English,  and  his  par- 
ty bolted  right  after  the 


photo  op  without  staying 
to  eat. 

Because  the  contribution 
from  a  foreign  national 
was  illegal,  Lee  got 
his  money  back. 
And  Mitoma  was 
left  with  his  un- 
disclosed con- 
sulting fee  and 
some  bad  publi- 
city. That's  noth- 
ing new:  In  1987, 
his  bank's  board 
ousted  him  as  chairman  in 
a  tiff  over  expansion  plans. 
Later,  Mitoma  admitted  he 
had  inflated  his  biography 
to  include  an  mba.  And 
California's  Fair  Political 
Practices  Commission 
found  that  he  had  violated 
disclosure  law  by  failing  to 
repoi-t  a  $60,000"  loan. 

By  Larry  Armstrong 


imum  academic  requirements 
for  student  athletes  to  defuse 
criticism  that  universities 
were  no  more  than  ti-aining 
camps  for  professional  teams. 
Now,  that  nile  itself  is  under 
attack.  The  Tiial  Lawn/ers  for 
Public  Justice  on  Jan.  8  filed  a 
federal  suit  against  the  ncaa 
in  Philadelphia.  The  charge: 
Mandating  minimum  test 
scores  on  cultui-ally  biased  ex- 
ams discriminates  against 
black  students.  The  group 
brought  the  action  on  behalf 
of  two  Philadelpliia  track  stai's 
who  fell  short  of  the  range  of 
820-1,010  required  on  the 
Scholastic  Assessment  Test. 


TEAMING  UP  TO  BUY 
THE  DODGERS 

SOME  OF  LOS  ANGELES'  HEAV- 

iest  hitters  are  taking  tenta- 
tive cuts  at  the  city's 
Dodgers  baseball  team.  For- 
mer Baseball  Commissioner 
Peter  Ueberroth,  O.J.  Simp- 
son attorney  Robert  Shapiro, 


and  Warner  Brothers  co- 
chairman  Robert  Daly  all  say 
they  may  put  together  in- 
vestor groups  to  buy  the 
ft'anchise,  which  owner  Peter 
O'Malley  put  on  the  block  on 
Jan.  6.  A  possible  corporate 
buyer  is  Rupert  Murdoch's 
News  Corp.,  which  could  use 
the  team  as  a  cornerstone 
of  its  three-month-old  Fox 
Sports  cable  channel.  The 
Dodgers  won't  come  cheap: 
With  its  stadium  and  train- 
ing facilities,  the  team  could 
fetch  at  least  $250  million. 

ETCETERA... 

u  Netscape  stock  dropped 
19%  Jan.  7  after  an  analyst 
downgraded  his  rating. 
■  Newmont  Mining  upped  its 
hostile  offer  for  Santa  Fe 
Pacific  Gold  to  .$2.15  billion. 
H  Sam  Nunn,  Senate  Armed 
Forces  ex-chairman,  joined 
General  Electric's  board. 
M  ADT  asked  shareholders  to 
reject  a  hostile  $3.5  billion 
bid  from  Western  Resources. 
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FILED  A  CLASS  ACTIOIM  SUIT.  ? 
AIMD  THAT  WAS  JUST  IVIOIMOAYl 

It  seems  that  almost  any  routine  management  decision  today  caii  lead  to  a  lawsuit. 
And  employees,  customers,  shareholders,  competitors,  even  the  Federal  Govemmen 
are  suing  companies  and  their  executives  personally. 

When  it  comes  to  helping  protect  business  leaders,  many  companies  turn  to  one  of 
thfe  leading  business  insurers:  Chubb.  Whether  it's  helping  publicly  traded  corpora  ^ 
tions  defend  against  a  securities  lawsuit,  covering  privately-held  companies  for  the 
most  common  liabilities,  or  giving  more  than  50,000  not-for-profit  organizations  one 
of  the  most  comprehensive  policies  they  can  get-Chubb  is  an  expert. 
With  more  than  114  years  of  experience,  the  highest  ratings  for  financial  strength 
and  a  global  approach  to  business,  it's  no  wonder  Chubb  has  been  providing  execu- 
tive protection  for  the  Fortune  500  for  more  than  a  month  of  Mondays.  Ask  your 
independent  agent  or  broker  or  call  Chubb  at  1-800-36-CHUBB.  You  can  also  visit 
our  web  site  at  http://www.chubb.com 


INSURE 
YOUR  WORLD 
WITH  CHUBB 


Washington  Outlook 


-ED  BY  OWEN  ULLMANN 


IE  REGULATORS  ARE  BACK 
r  BUSINESS 


rith  the  P^resident  in  New  Democrat  mode  and  Repub- 
licans retaining  their  grip  on  Congress,  the  last  thing 
business  expected  in  a  second  Clinton  term  was  a 
lorm  of  new  regulations.  Nonetheless,  reenergized  Ad- 
oration regulators  are  displaying  a  burst  of  activism 
has  corporate  lobbyists  mnning  for  cover, 
cm  smokestack  industries  to  managed-care  combines, 
ess  faces  new  rules  from  agencies  like  the  En\ironmental 
iction  Agency  and  the  Occupational  Safety  &  Health  Ad- 
tration.  Says  a  House  Repubhcan  aide:  "Proposals  that 
presumed  dead  ai'e  now  rearing  then*  ugly  heads." 
ly?  Democrats  \iew  the  election  as  a 
ation  of  government  activism  over 
laissez-faire,  particularly  when  it 
s  to  the  environment  and  health 
And  with  Republicans  ready  to 
ie  White  House  legislative  initia- 
administrative  action  is  a  tempt- 
ay  for  the  Clintonites  to  wield  clout. 
RED.  One  of  the  most  aggressive 
•ies  is  the  epa,  which  went  into  hi- 
.tion  after  the  gop  takeover  of  the 
1  '94.  On  Nov  27,  EPA  Administi-atoi- 
M.  Browner  proposed  sweeping 
to  reduce  emissions  of  tiny  aii'  par- 
that  many  scientists  believe  pose 
il  risks  for  children.  Industry  says  the  mles  could  cost 
illion  a  year,  double  the  agency's  estimate.  "The  epa  has 
•n  us  to  the  mat,"  gi'ouses  Nelson  Litterst,  lobbyist  for 
ationai  Federation  of  Independent  Business. 
3  EPA  didn't  stop  there.  On  Dec.  13,  it  called  for  ehmi- 
;  a  permit  that  lets  developers  di-ain  swamps  and  fill  in 
protected  wetlands.  Many  gop  conservatives,  who  \iew 
ctive  wetlands  mles  as  anathema  to  private  property 
,  are  up  in  aiTns. 

;A  is  showing  new  life  as  well.  The  agency  will  resume 
ipaign  to  require  workplace  ergonomic  standards  de- 


EPA'S  BROWNER 


signed  to  curb  repetitive  stress  illnesses  and  back  injuries. 
The  GOP  Congi'ess  blocked  the  effort  in  199-5,  but  its  attempt 
to  extend  the  ban  failed  last  year.  "This  is  one  of  the  most 
egregious,  expensive  regulations  I've  seen,"  rails  American 
Tracking  Assns.  President  Thomas  J.  Donohue,  who  claims 
that  osha's  original  proposal  would  have  cost  truckers  $6.5  bil- 
Hon  a  year,  osha's  estimate:  .$257  miUion. 

Meanwhile,  convenience  stores  and  fast-food  restaurants 
would  be  the  target  of  new  osha  guidelines  to  reduce  night- 
time crime.  The  proposals  range  fi'om  better  Ughting  to  man- 
(laTc-  that  iivernight  shifts  be  staffed  by  at  least  two  clerks. 

And  the  Health  Cai'e  Financing  Adminis- 
tration wants  to  limit  penalties  that  man- 
aged-health-care plans  levy  on  doctors 
who  refer  too  many  patients  to  costly 
speciahsts. 

Republicans  have  a  new  weapon  to  re- 
sist the  regulatory  onslaught.  Under  a 
just-enacted  small-business  relief  law^  Con- 
gress can  overturn  a  reg  if  it  leads  to  sig- 
nificant price  hikes  or  loss  of  competition. 
"We're  looking  for  targets,"  to  test,  says 
Rep.  David  M.  Mcintosh  (R-Ind.),  who 
heads  a  regulatory  subcommittee.  One 
possibihty:  an  osha  rale  reducing  expo- 
sure of  furniture  w^orkers  and  paint  strip- 
pers to  methylene  chloride,  a  carcinogen. 

Regulators  note  that  in  many  cases,  they  are  working 
closely  with  business.  The  National  Highway  Traffic  Safety 
Administration  and  auto  makers  are  developing  new  aii-bag 
safety  rales  to  protect  kids.  And  on  Dec.  30,  the  Food  &  Drag 
Administration  won  beef  industiy  blessings  for  proposed 
feed  regs  to  prevent  a  U.  S.  outbreak  of  mad-cow  disease. 

Swell,  say  coiioorate  reps.  But  while  the  feds  keep  talking 
about  making  peace  with  business,  industiy  is  on  guard  for 
more  regulatory  bombshells. 

By  Catherine  Yang,  with  John  Carey 
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APITALWRAPUP 


IBING  CYBERTAXES 

presentative  Christopher  Cox 
'alif.)  and  Senator  Ron  Wyden  (D- 
)  will  soon  propose  a  moratorium 
tiy  new  federal,  state,  or  local 
tion  of  electronic  commerce, 
rnet-dependent  businesses  have 
fighting  efforts  by  revenue-hun- 
itates  and  localities  to  tax  online 
tactions.  The  Cox-Wyden  bill 
on  the  Clinton  Administration  to 
uce  a  comprehensive  Net  policy. 
Clintonites  have  been  receptive 
eping  the  Net  tax-free. 


A  NEW  FAA  PILOT? 

►  Aviation  insiders  say  Frank  E. 
Ki'uesi,  an  Assistant  Transportation 
Secretary,  is  favored  to  replace  Fed- 
eral Aviation  Administrator  David  R. 
Hinson,  who  left  the  beleaguered  faa 
in  November.  Rruesi  is  former  staff 
chief  for  Chicago  Mayor  Richard  M. 
Daley,  whose  brother,  William,  has 
been  picked  for  Commerce  Secretary. 
Other  candidates:  Carl  Vogt,  former 
Ti-ansportation  Safety  Board  chair- 
man, and  Robert  W.  Baker,  a  senior 
executive  at  American  Airlines  Inc. 


CPhASAFE  POLITICAL  FIX? 

►  Fixing  the  consumer  price  index  so 
it  doesn't  overstate  inflation  may  not 
be  as  unpopular  as  pols  fear.  Accord- 
ing to  a  Dec.  12-16  Harris  Poll  of  1,004 
adults,  49%  favor  revising  the  CPI  to 
make  it  more  accurate,  and  thus  lower 
cost-of-living  boosts  for  entitlements. 
Only  41%  oppose  the  change.  The 
strongest  opposition — no  surprise — 
comes  from  retirees:  44%  are  against 
the  change,  35%  are  for  it.  A  panel  of 
economists  claims  the  CPi  overstates 
inflation  by  1.1  percentage  points. 
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MEXICO 


A  MEXICAN  MORASS 
FOR  BELL  ATLANTIC 


Its  big  investment  in 
lusacell  may  yet  pay  off-but 
not  ^^ithout  a  new  strategy' 
and  lots  more  money 

The  price  ^^as  steep:  S1.04  billion  for 
a  42Q  stake  in  fast-gl•o^^"ing  ilexi- 
ean  cellulai'  phone  operator  Giaipo 
lusacell.  But  it  seemed  worth  it  to 
Bell  Atlantic  Coi-p.  thi-ee  yeai*s  ago  to 
gain  an  inside  track  in  the  telephone 
boom.  lusacell  had  127.0(X)  subscribei*s 
and  was  expected  to  gi-ow  by  30^f  a 
year.  It  held  a  decades-old  radio-fi'e- 
cjuency  Ucense  that  Philadelphia-based 
BA  planned  to  use  to  pro\ide  fL\ed-\\ii"e- 
less  phone  senice  in  nu-al  ai-eas.  And 
lusacell's  majority  stockholder,  Carlos 
Peralta.  was  friends  with  influential  peo- 
ple such  as  Raiil  Salinas,  the  brother  of 
then-Pi-esident  Cai'los  Salinas  de  Goitaii. 


Since  then,  though,  those  bright 
prospects  have  dimmed.  The  peso's  col- 
lapse in  December.  1994.  abruptly 
shrank  by  half  the  dollai"  value  of  ba's 
stake,  the  lai'gest  single  investment  by 
any  foreign  company  in  Mexico.  Clashes 
between  ba  and  lusacell  executives  over 
management  style  and  strategy-  have 
allowed  ai'chiival  Telcel.  an  arm  of  tele- 
phone giant  Telefonos  de  Mexico,  to  fai* 
outstrip  lusacell's  cell-phone  business. 
A  year  ago.  Peralta's  political  ties 
turned  into  a  handicap  when  he  re- 
vealed that  he  had  lent  S-50  million  to 
Raul  Salinas,  now  jailed  on  comiption 
and  mtuxler  conspi]*acy  charges.  And  re- 
cently, authorities  mled  that  lusacell's 
1957  license  for  the  4-50-megahertz  radio 
fi-equency  does  not  give  ba  the  right 
to  launch  fixed  \weless  senice. 

ba's  troubles  are  a  cautionaiy  tale 
for  multinational  companies  that  thought 
investing  in  Mexico  would  be  a  snap 


FADING?  Iiiso 
'^lumped  far  ■■ 
Telcel  in  cell 

under  the  ' 
.American  Free  a 
Agi-eement.  ba 
bled  over  what 
a  vast  gulf  in  bu 
ctiltm-es.  And 
slow  to  recognii 
shift  in  Mexico 
clubby  govern 
business  rela 
which  guarantee 
•ess    for  an( 
deals,  to  a 
constrained  by 
scrutiny,  ba  ' 
situation  go 
more  than  two 
.nthout  a  clear 
egA-  for  lusacel 
that  set  them 
says  communic 
analyst  Jose  L 
at  Oppenheim 
Co.   in  New 
That  has  left 
weights  such  a 
'  liications  Coi-p., 

with  theu-  local  partners,  fi'eer  U 
chunks  of  the  lucrative  Mexican 
distance  market,  which  opened 
competition  on  Jan.  1. 
BIG  MOVE.  To  recover  lost  groui 
officials,  led  by  Mce-ChaiiTnan  La^ 
T.  Babbio  Jr.,  ai'e  now  making 
matic  move.  They  ai'e  taking  fill 
agement  control — by  plowing  stil 
money  into  lusacell.  On  Nov. 
agreed  to  pay  S50  milhon  to  sw 
shai'es  for  Peralta's  voting  shares 
alta  is  stepping  down  as  \ice-cha 
with  Babbio  taking  over  that  po 
offered  to  buy  the  rest  of  Pei-alta's 
over  the  next  thi-ee  yeai-s  for  ai 
mated  S450  milhon.  And  it  promi 
buy  SI 50  million  worth  of  lusace 
vertible  debentures.  "That  cotild 
ba's  ante  in  Mexico  to  neai'ly  S1.7 
lusacell  is  still  losing  monej"  a 
mated  S46  million  on  revenues  o 
million  last  year,  with  sales  hurt 
recession  while  heavy  spending  ( 
lular  infi'astructure  continued.  I 
expects  to  acqtiire  additional  fi-eqi 
soon,  enabling  it  to  offer  fixed-w 
senice.  On  that  base,  it  wiH  build 
businesses  fi-om  long  distance  ti 
transmission.  "T  don't  think  [the 
can  venture]  was  a  bad  investi 
says  Babbio.  lusacell  will  be 
profitable,"  he  predicts,  in  1999- 
two  years  behind  original  projee 
But  BA  lost  time  learning  the  M 
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[lalysts  figure  that  if  lusacell  obtains  a  permit  quickly,  it 
could  install  1.5  million  phones  over  five  years 


of  doing  business.  Shortly  af- 
mnouncing  its  investment  in 
ember,  1993,  ba  dispatched  to 
,co  a  team  of  executives  who 
dy  clashed  with  their  Mexican 
terparts.  The  result  was  to 
\  the  company  to  a  "standstill," 
Guillermo  Heredia,  a  Mexican 
)rate  turnai'ound  expert  who 
[usacell's  chief  operating  officer 
September,  1992,  to  November, 

After  ba's  buy-in,  "we  felt  that 
slammed  on  the  brakes  with- 
.varning,"  he  recalls,  slowing 

the  approval  process  on  even 
tie  decisions. 

LASH?  Wonied  about  the  failiu'e  of 
expatriates  and  lusacell  managers 
mmunicate,  Heredia  in  mid-1994 
|ht  in  a  Mexico  City  corporate 
lologist.  Marc  I.  Ehrhch.  But  com- 
sources  say  ba  disregarded  his 
jstions.  BUSINESS  WEEK  obtained 
)y  of  a  case  study  by  Ehrlich: 
?gic  Alliances:  How  to  Prevent  a 
■■ter.  Ehrlich  didn't  name  the  com- 
s  involved,  but  three  sources  con- 
i  the  study  was  on  the  BA-Iusacell 
onship.  It  concludes  that  the  ven- 
f  ivas  plagued  by  the  clash  of  orga- 
'Onal  cultures  and  "insensitive, 
and  condescending"  American 
tives.  A  BA  spokesman  says  the 
iny  fired  Ehrlich  after  becoming 
itisfied  with  his  work." 
I  3bio,  who  travels  to  Mexico  10 
i  a  year  to  monitor  the  venture, 
{   at  charges  of  a  culture  "m—h 
(  The  executives  he  sent 
I  were  "top-notch"  company 
3,  he  says,  who  "were  ex- 
ly  sensitive  to  the  situa- 
nd  tried  earnestly  to  make 
:hey  fit  in."  One  problem, 
itends,  was  that  the  Mexi- 
iidn't  hke  being  told  that 
ir  rush  to  build  infrastruc- 
some  of  it  was  being  in- 
improperly.  One  suppli 


INVESTOR  PERALTA  AND  BA'S  BABBIO:  Peralta's 
vaunted  political  ties  turned  into  a  lia)idicap 


ed  for  years  by  a  single  investor,  he 
says,  "there's  bound  to  be  some  differ- 
ences" in  approach. 

The  conflict  sapped  lusacell's  momen- 
tum. When  BA  first  invested  in  Mexico, 
lusacell,  with  127,000  cellular  sub- 
scribers, was  a  strong  challenger  to  Tel- 
cel  with  19.5,000.  Today  Telcel  has  an  es- 
timated 670,000  to  lusacell's  230,000. 
lusacell's  remaining  opportunity  is  the 
18,000  \illages  that  lack  phones  and  are 
prime  candidates  for  fLxed-wii'eless  ser- 
vice. Prospects  of  getting  permits  for 
that  business  were  clouded  by  Peral- 
ta's loan  to  Raul  Salinas,  which  made 
government  officials  wary  of  any  ap- 
pearance of  eormption.  ba  officials  hui'- 
riedly  scrutinized  financial  records  of 
lusacell  to  make  sure  it  was  not  the 
source  of  the  money.  And  Babbio  says 
Peralta  gave  him  "absolute  assurances" 


BELL  ATLANTIC'S  ROCKY  MEXICAN  ROAD 

1993  BA  pays  $520  million  for  23%  of  cellular 
phone  company  Grupo  lusacell.  It  assumes  the  gov- 
ernment will  allow  it  to  use  an  old  radio-frequency- 
license  held  by  lusacell  to  provide  other  services. 

1994  JUNE  BA  ups  its  stake  to  42%,  for  a  total 
investment  of  $1.04  billion. 

1994  DECEMBER  Peso  devaluation  slashes  the 


that  the  loan  "was  totally  personal 
and  between  the  two  of  them."  But 
in  -June,  an  independent  lawyer  hired 
by  BA  and  the  Communications  Sec- 
retariat concluded  that  lusacell's 
19.57  license  did  not  give  it  the  right 
to  offer  fixed-wireless  service. 

Since  then,  government  officials, 
heavily  lobbied  by  the  Clinton  Ad- 
ministration, have  been  scrambhng 
to  find  another  legal  way  for  ba  to 
obtain  fixed-wireless  rights.  When 
President  Ernesto  Zedillo  Ponce  de 
Leon  visited  Washington  in  October, 
key  Chnton  Administration  Cabinet 
members  were  seated  next  to  Zedil- 
lo's top  advisers  at  a  state  dinner  to 
lu'ge  them  to  resolve  ba's  fUlemma,  says 
a  source  who  was  present. 
BAD  SIGNAL.  "It  has  been  our  position 
all  along  that  lusacell  never  had  a  clear 
concession  to  provide  this  kind  of  ser- 
vice," says  Mexico's  undersecretary  for 
communications,  .Javier  Lozano  Alarcon. 
However,  Lozano  makes  it  clear  that 
lusacell  will  be  able  to  obtain  the  fi'e- 
quencies  it  needs  by  pa\ing  additional 
milhons  in  a  sale  that  will  take  place 
in  the  fh-st  half  of  1997.  If  ba  were  un- 
able to  offer  fixed-wireless  service  in 
Mexico,  Lozano  and  Babbio  agree,  it 
would  send  a  bad  signal  to  other  foreign 
investors. 

Despite  the  setback,  analyst  Linares 
rates  lusacell  .stock  a  "buy"  at  the  cur- 
rent $7..50  market  price  of  its  Ameri- 
can depositary  receipts,  down  from  a 
peak  of  $31  in  mid-1994.  If 
lusacell  obtains  a  permit  quick- 
ly, he  figures  it  could  install  as 
many  as  1.50,000  fixed-wireless 
phones  this  year  and  a  total  of 
1.5  million  over  the  next  five 
years. 

Babbio,  w'ho  has  overseen  ba 
investments  fi-om  New  Zealand 
to  the  Czech  Repubhc,  says  he 
never  expected  Mexico  to  pro- 
duce quick,  easy  results.  "I'm 


„iic  „  „  V  u-      t-  4^-     •      dollar  value  of  BA's  investment  by  50%.  ,  ,  -  „  , 

ails  a  switchmg  station  m   ^   not  happy  with  all  the  bumps  m 


0  City  that  malfunctioned 
^  56  it  had  been  set  up  in  a 

without  air  conditioning, 
u  have  a  minor  dispute  on 
ness  issue,  all  of  a  sudden 

1  turn  it  into  a  culture 
Babbio  complains.  Be- 
a  large,  publicly  held 

ny  such  as  ba  and  a  small, 
)reneuriai  outfit  dominat- 


1996  JANUARY  lusacell  Vice-Chairman  Carlos 
Peralta  reveals  that  he  lent  $50  million  to  former 
First  Brother  Raul  Salinas,  making  it  politically  hard 
for  officials  to  approve  use  of  the  old  license. 

1996  NOVEMBER  BA  agrees  to  buy  out  Peralta  and 

will  purchase  other  frequencies  in  a  government  sale. 
That  could  raise  its  stake  in  Mexico  to  $1.7  billion. 

DATA:  BUSINESSWEEK 


the  road,  but  I'm  still  happy  I 
made  the  investment,  and  we 
are  standing  behind  it,"  says 
Babbio.  ba  seems  determined  to 
reap  the  payoff  fi'om  its  costly 
lessons  on  doing  business  in 
Mexico. 

By  Geri  Smith  in  Mexico 
City,  with  Joseph  Weber  in 
Philadelphia 
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An  AS/400'  Advanced  Series  Solution 


is  his  desire  to  le 
the  world  see  the  wcl 


Behind  Ron  Siemans 
success  in  helping  to  grow 
Royal  Caribbeans  fleet 


and  give  30,000 
travel  agents  quick  access  to 
their  reservations  database. 


Upgrading  his  AS/400  to  PowerPC" 

technology  increased  the 
performance  of  customer  reservations 
by  50%  with  almost  no  downtime. 

hour  ships  Itrconie  jourU^cn.  lunir  itinernrics 
hcconic  over  fifty.  \s  litis  (i^i^rcssirc  cxjxin- 
sioit  l(il,('s  place  at  Roval  C.(n  il>l)('(ui.  Ron 
SiciiKui.  I.R.  IT.  udlchcs  .IS/  IIHI  Idi-aiucil 
Scries  ('asil\  ('.\pan<l  ii  illi  them. 

TliirlY  thous<ai(l  travel  a^cnls  around 
the  irorhl  access  Roval  ( jwilihanis  rescr- 
ralioi)  systems,  so  speed  (uul  reli(d>ilit\  are 
cruciid.  l'orlniialcl\.  Ron  iras  (d>le  tit 
upLtradc  to  I)  l-liil  lUSC,  pro( cssini^  n  illioni 
liarini:  to  reivrile  sofln  ai'c  or  experienci' 
<  ()slly  don  iiliine.  \ud  uptime  jor 

\S/ lilt)  means  i  irlnidl\  no  missed  sides. 

"Ih're  cerlaiidv  pushed  the  enrelope 
trilh  the  tS/  HiDs  cap<diiliiii's.  and  it 
cl<'arl\'  has  ficiliiaicd  nen-  i:r<m  th.  <ulds 
Ron.  As  Royal  Ciu  ihlx^an  ureu  .  so  did  the 
number  of^ysieirr'i  it  interacts  n  itii.  >;///. 
l\orelL  Data  (ieuend.  I'andem.  \  I.  to  name 
a  jew.  Rut  tluuihs  to  IS/  H)l)\  open  (U<  hi lec- 
ture, they  all  connect  sciunlessly. 

To  Iciu  ii  lunr  IS/ 11)1)  \dr(tnced  Series 
u  itll  Ron  erIK.  tech noloiiy  ciui  keep  your 
business  on  com  sc.  (  (til  I  HDD  lllM-2  IDII.  ext. 
R  1210.  and  asl,  about  otir  2>.')"ii  ftnaucinij:. 
Or  visit  tis  at  n  iviv. as  lDD.ibiit.com. 


Xing  available  (rom  IBM  Ciedit  Corporation  to  qualified  commercial,  stale  and  local  govcmmen! 
5  Advanced  Series  together  ivitti  selected  software  and  services  3,9^o  applies  to  best  ctedil  customers 
lerins  Otiier  rates  and  terms  available  Rates  vary  based  on  credit  rating,  tinancing  terms  and  options, 
Jnge  witfiotil  notice  Offer  subject  to  credit  approval,  and  other  restrictions  may  applv.  Systems  must  be 
December  31. 1096.  and  installed  by  January  31. 1997,  IBM  and  AS/400  are  registered  trademarks  and 
Ills  lor  a  small  planet  are  trademarks  of  fnlernational  Business  Machines  Corporation  All  other  com- 
t  names  arp  tradPioarK  nr  registered  trademarks  of  their  respective  holders     1996  IBM  CorporatiOn. 
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ZHUHAl:  What  if  they  built  an  airport  and  nobody  ca 


CHINA  

THE  YEAR 

OF  THE  WHITE  ELEPHANT 

Leaders  resolve  to  get  a  grip  on  Guangdong's  maniacal  growth 


The  sparkling  $240  million  airport  in 
Zhuhai  speaks  volumes  about  how 
this  southem  Chinese  city  wants  to 
be  perceived.  The  ultramoflern  struc- 
tiu'e — the  country's  lai-gest  aiii^ort  after 
the  one  in  Tibet — boasts  an  arrival  and 
departure  board  in  both  Chinese  and 
English,  a  cushy  fii'st-class  passenger 
lounge,  and  shops  filled  with  eveiTvlhing 
fi"om  XO  rai'e  reserve  cognac  to  locally 
gi'oviTi  lychees.  "We  think  this  air- 
port repi'esents  the  image  of  China 
and  of  oui-  special  economic  zone." 
says  Yu  Rongai,  general  manager 
of  Zhuhai  Airpoit  Group  Corp. 

There's  just  one  problem:  Only 
a  few  flights  a  day  land  at  Zhuhai. 
The  handful  of  passengers  can 
hear  their  footsteps  echo  off  the 
gray  tile  floors.  Located  a  few 
miles  fi'om  a  new  aiiport  in  Macao, 
Zhuhai's  airport  operates  at  just 
10%  of  capacity  and  isn't  expected 
to  break  even  until  2005. 

The  Zhuhai  airport  symbolizes  the 
lofty  but  ill-conceived  desires  of  officials 
in  the  PeiU'l  River  Delta,  the  nerve  cen- 
ter of  China's  richest  province,  Guang- 
dong. This  region  has  been  in  the  van- 
guai'd  of  China's  economic  reform, 
boasting  double-digit  economic  gi'owth 
over  the  past  15  yeai-s.  In  a  1992  torn-  of 
the  delta,  paramount  leader  Deng 
Xiaoping  anointed  the  region's  get-rich 


gi'owlh  model  as  the  winning  formula 
for  the  entire  country. 

But  these  days,  the  Peaii  River  Delta 
also  illustrates  the  pitfalls  of  reckless 
development.  At  a  time  when  money 
was  easy — and  Beijing's  backing  solid — 
independent-minded  local  leaders 
launched  a  building  frenzy  with  little 
regard  to  coordination  or  cost.  Now-,  the 
delta's  cities  are  pacing  the  price.  There 


CHINA 


is  massive  (luplicatinn  of  aii-ports,  high- 
ways, and  container  ports.  A  real  es- 
tate bust  has  left  the  region  scanned  by 
unoccupied  or  half-finished  buildings. 
Water,  air,  and  even  noise  pollution  are 
becoming  too  serious  to  ignore. 

With  Beijing  maintaining  a  relatively 
tight  monetaiy  policy  and  with  foreign 
investment  slowing  down,  officials  in 
the  delta  are  no  longer  able  to  build 


whatever,  wherever,  wiienevei  t 
please.  With  Deng,  92,  infii-m  ;  ( 
longer  calhng  the  shots,  his  su^' 
are  hesitant  to  channel  more  i  i  - 
to  Guangdong.  "Now  we  have  to  it 
op  our  economy  with  Hmited  funs 
capital."  says  Zhang  GaoU,  Guan^ 
senior  vice-governor.  ^ 
As  a  result.  Zhang  and  other  ]- 
cial  leaders  are  pushing  a  plan  t 
the  province  into  shape  with  tt  x 
sources.  A  key  element  is  thef 
River  Delta  Coordination  Counci'  c 
posed  of  the  region's  top  leader-  ^ 
goal:  coordinate  major  project- 
the  province  is  positioned  wisei;. 
ture  gjowth.  The  councfl  will  di  i 
strategies  to  bolster  Guangdoiii 
omy  in  Febniary. 
STRICTER  CONTROLS.  The  focal  i 
the  council's  plan  is  Guangzht, 
provincial  capital  and  commerci; 
This  involves  building  a  $1.3  bilk 
ternational  airport  to  replace  tY 
dowTi  existing  facility.  The  gi'ou 
has  a  master  plan  for  the  deli": 
cities  and  towns.  Over  the  ii ; 
years,  officials  in  the  province  1] 
raise  $28  billion,  most  of  it  comin  1 
foreign  investors.  To  avoid  moiv'^ 
ic  building  sprees,  the  council  i- 
pi'ove  all  major  projects  and 
stricter  cost  and  envii'onmental  ■ 
Guangdong  could  attract  tli- 
sary  funds,  analysts  believe, 
it  pays  foreign  investors  a  pi'en 
counter  the  risk  of  investing  i: 
and  makes  sohd  progi'ess  in  , 
reform.  The  big  challenge  w. 
curtail  the  freewheeling  indep. 
that  the  province's  cities  and  \.i 
won  during  the  Deng  era.  Aftr 
leader's  1992  trip,  neai-ly  - 
prosperous  city  sought  l: 
:.  permission  to  build  an  aii  i 
example.  Many  got  the  u 
since  they  were  awash  iii 
from  property  sales  ami 
investment  and  had  on 
high-level  contacts.  If  neiu  ! 
Kong  and  Macao  are  in 
there  are  now  at  least  ei: 
ports    within    a  200-kil 
stretch,  but  none  of  them  .-i. 
for  the  busy  provincial  capi  1. 
it  was  Guangzhou,  despite tf^ 
gent  need  for  a  decent  aiiport,  tl',t 
its  bid  languish,  in  part  becau- 
ow^lership  dispute  between  the  ■ 
and  the  mihtary. 

Delta  cities  went  just  as  ha\'A-.  i 
ports.  Shenzhen,  a  special  <■ 
zone,  has  foiu-  major  ports  neai  ' 
the  delta  has  at  least  13  big 
including  Hong  Kong's  huge 
"Everyone  wants  a  deepw'ati 
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SAVING  A  FEW  BUCKS  ON  POLITICAL 
RISK  INSURANCE  SEEMS  TO  MAKE  SENSE. 

UNTIL  SOME  FOREIGN  GOVERNMENT 
NATIONALIZES  YOUR  BUSINESS. 


For  companies  doing  business  overseas,  the  reality  is  that  pohtical  risk  insurance  has  become 
a  necessity.  PoHtical  upheavals  are  difficult  to  forecast.  Rising  nationalism  increases  the  risk  ot 
expropriation.  Changing  economic  forces  make  currency  inconvertibility  more  likely.  And  political 
violence  is  a  constant,  looming  threat. 

AIG  Global  Trade  &  Political  Risk  Insurance  Company,  a  member  company  ot  American 
International  Group,  Inc.,  is  the  only  company  with  the  global  presence  and  knowledge  ol  local  condi- 
tions to  protect  you  around  the  world. 

When  you're  an  AIG  client,  you're  not  )ust  buvang  insurance.  You're  getting  a  business  partner. 
With  olfices  in  more  than  130  countries  and  )urisdictions  worldwide,  AIG  has  the  expertise,  perspec- 
tive and  long-term  relationships  necessary  to  resolve  international  problems  whenever  they  arise. 
AIG  Global  customers  also  benefit  Irom  the  experience  ot  a  board  ot  directors  that  includes  tormer 
U.S.  Secretary  of  State  Henry  A.  Kissinger,  tormer  U.S.  Trade  Representative  Caria  A.  Hills, 
former  Treasury  Secretary  and  U.S.  Senator  Lloyd  M.  Bentsen,  tormer  World  Bank  President 
Barber  Conable,  Jr.,  and  tormer  Prime  Minister  ot  Pakistan  Moeen  Oureshi. 

Other  insurance  companies  may  otter  capacity.  Only  AIG  Global  undeinvntes  longer-term  polit- 
ical risk  coverages  up  to  $120  million  capacity  per  project,  guaranteed  for  seven  years  and  backed  by 
the  strongest  balance  sheet  and  top  financial  ratings  in  the  business.  Perhaps  that's  whv  AIG  has  been 
the  leader  in  political  risk  coverage  tor  more  than  twenty 

Kfia  Global 

years.  To  find  out  how  AIG  can  help  solve  your  political  risk      FiTlW  Trade  &  Political  Risk 

Insurance  Company 

problems,  call  one  ot  the  lead  underwriters  listed  below. 

A  member  company  of  Amefican  Internationa!  Group,  Inc 

Ray  Antes  Elizabeth  Block  Jackie  Deane  Jon  Kay  Julian  Edwards 

.•\IG  Global.  New  York  .AIG  Global,  Chicago  AIG  Global,  San  Francisco       AIG  Global,  Melbourne,  Australia       AIG  Global,  U.K.  &  Europe 

(212)  770-7819  (312)  930-545-1  (415)445-2855  61-39-522-4798  171-280-8832 


Coverage  may  not  be  available  tor  risks  in  certain  countries. 


Wi(h  Global  Pnoritv  Mail^  it  doesn't  cost  much  lo  make  waves  ove\ 
You  get  fast,  reliable  delivery  to  Europe,  Asia  or  Canada  that  gets  attention.  All  for  a 


FOR     A     GLOBAL     PRIORITY     MAIL     STARTER      KIT,      C  ^ 

©  W7  USPS 


FOR  AS  LITTLE  AS  $3.75. 


can  help  you  win  in  the  Global  Marketplace.  GLOBAL  DELIVERY 

:  FOR  THE  WORLD.  We'LL  DELIVER.        Kt^l  SERVICES 

UNITED  STATES  POSTAL  SERVICE,, 

00-THE       USPS,      EXT.  2038 

ZY25 


At  NEC,  we  realize  multimedia  is 
thing  far  more  powerful  than  just  a  GD^O 
reader  hooked  up  to  your  computer,  i  s 
global  network  where  people  from  l 
corner  of  the  world  can  communicati 
work  together  face-to-face. 

And  NEC  is  positioned  to  be  the  one, 
leader  in  multimedia.  After  all,  we'n 
only  high-tech  company  that  ranks  a 

THE  UNIVERSE 
MAY  BE  EXPANDINt, 
BUT  THANKS  TO 
NEC  MULTIMEDIA, 
OUR  PLANET 
IS  DEFINITELY 
SHRINKING. 


the  top  five  in  all  three  key  multimedia  i 
nologies  -  semiconductors,  computersa 
communications.  In  fact,  we  hold  v 
29,000  patents  on  everything  froir 
conferencing  to  global  satellite  system: 
For  more  information,  call  1-800-8^ 


9549  or  reach  us  on  the  Interiif 
just  ima^l 


http://www.neG.com. 
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\ternational  Business 


Richard  Yue-Chim  Wong,  director 
e  Hong  Kong  Center  for  Economic 
■arch.  "But  if  they  all  have  ports, 

can  survive." 

le  key  objective  is  to  coordinate 
lopment  of  the  transportation  sys- 
A  few  years  ago,  nine  delta  cities 
major  highways,  with  few  linkups 
ich  other  or  to  other  major  roads, 
estimated  $2  billion  Guangdong- 
izhen  superhighway,  a  123-kilome- 
oU  road  built  by  Hong  Kong's  Gor- 
Y.  S.  Wu,  hasn't  been  raking  in  the 
ms  expected.  That's  in  part  be- 
i  motorists  use  an  adjacent  road 
isn't  as  direct  but  is  toll-free, 
e  days,  the  emphasis  is  on  repair- 
and  connecting  existing  roads 
;r  than  adding  new  ones.  Instead 
luilding  a  superhighway  from 
igzhou  to  Zhuhai,  for  example, 
orities  will  improve  the  current 
vay. 

WiMMING.  Guangdong  also  faces  a 
us  of  power  generation.  But  au- 
ties  plan  to  nearly  quadruple  ca- 
y,  to  39,000  megawatts,  by  2010, 

though  some  foreign  analysts 
;  the  region's  needs  will  fall  far 

of  that.  And  while  the  province 
uilt  major  power  plants,  many  mu- 
alities  continue  to  rely  on  their 
small-scale,  inefficient  facilities, 
1  pollute  the  most.  Now,  authorities 
.hey  will  no  longer  tolerate  fla- 
;  polluters.  According  to  Wang 
ihang,  deputy  director  general  of 
juangdong  Provincial  Planning 
nission,  "nonpolluting"  soiu-ces  such 
clear  and  natui-al  gas  will  account 
lOre  than  half  of  energy  supply  in 

compared  with  17%  now. 

ilution  of  the  once  fish-filled  net- 

of  waterways  that  fan  across  the 
n  is  "the  most  serious  problem," 
Li  Yihui,  vice-director  of  Guang- 
s  Environmental  Protection  Bu- 

Only  60%  of  the  province's  rivers 
streams  reach  acceptable  safety 
ards. 

e  Guangdong  city  trying  to  cope  is 
;shan,  where  per-capita  income  is 
I.  In  the  1970s,  the  nearby  Xijiang, 
3st  River,  was  so  clean  residents 
swim  in  it.  Now  the  water  is  so 
led  that  it  will  take  up  to  eight 
to  clean  it,  says  Vice-Mayor  Wu 
eng.  The  city  has  moved  polluting 
;ries  away  from  the  river  and  is 
ng  a  water-treatment  center 
;h  the  days  of  heady  gTowth  near- 
fiir  end,  Pearl  River  Delta  leaders 
'  use  their  funds  and  resources 
r — or  risk  jeopardizing  the  future 
ma's  most  prosperous  region. 
I  Joyce  Barnathan  in  Guangzhou 


BANKING 


THE  VISE  TIGHTENS 
ON  SWISS  BANKS 

A  boycott  threat  has  already  sent  their  shares  tumbling 


The  fight  between  Switzerland's  pow- 
eiful  banks  and  Holocaust  sm-vivors 
whose  assets  may  be  sitting  in 
Swiss  accounts  has  escalated.  On  Jan.  7, 
the  Swiss  government  foi'  the  fii'st  time 
acknowledged  that  setting  up  a  fimd  to 
compensate  victims'  families  might  be  a 
goocl  idea.  But  it  took  a  scandal  to  force 
that  admission.  Now,  a  boycott  move- 
ment by  Jewish  gi-oups  could  increase 
pressm'e  on  the  banks  to  speed  up  theu- 
disclosure  and  reparations. 

The  catalyst  for  the  latest  round  of 
bitterness  was  a  yearend  remark  by 


SCHLINGER:  Her  late  husband's  account 

Jean-Pascal  Delamiu-az,  then  Swiss  Pi'es- 
ident  and  now  Economics  Minister,  that 
calls  for  a  compensation  fund  amounted 
to  "blackmail."  The  World  Jewish  Con- 
gress, led  by  Edgai'  M.  Bronfman,  and 
other  Jewish  leaders  were  outraged.  On 
Jan.  5,  the  WJC  and  the  Jewish  Agency, 
an  Israeli  quasi-government  organiza- 
tion, said  they  were  considering  asking 
institutional  investors  to  sever  ties  with 
Swiss  banks  unless  Switzerland  rejects 
Delamuraz'  statements.  No  formal  apol- 
ogy has  been  issued. 

Bronfman  and  other  Jewish  leaders 
are  expected  to  decide  in  the  next  few 
weeks  whether  to  proceed  with  the  boy- 
cott. The  thi-eat  had  quick  effect.  Shares 
of  major  Swiss  banks  dropped  as  much 
as  3%  on  the  fii'st  trading  day  after  the 
boycott  was  suggested,  recovering  only 
after  the  government's  promise  to  con- 
sider a  reparations  fund.  "The  financial 
consequences  [of  a  boycott]  could  be  se- 
vere," says  Georg  F.  Krayer.  president 


of     the     Swiss     Bankers'  Assn. 

U.  S.  institutional  investors,  who  have 
at  least  $100  billion  under  management 
by  Swiss  banks,  have  tried  persuasion. 
Last  May,  New  York  City  Comptroller 
Alan  G.  Hevesi  wi"ote  to  chief  executives 
of  Union  Bank  of  Switzerland,  Swiss 
Bank  Coip.,  and  others  urging  coopera- 
tion with  Holocaust  siu"vivors  in  discov- 
ering and  releasing  wartime  assets  on 
deposit.  New  York  City's  five  pension 
fimds  have  investment-management  con- 
tracts with  several  Swiss  banks  and  also 
hold  tens  of  thousands  of  shai'es  in  them. 

"ROBBERY."  Even  if 
such  investors  don't 
pull  out,  the  Swiss 
face  a  public-relations 
nightmare.  On  Jan.  10, 
hearings  wall  begin  in 
U.  S.  District  Coml  in 
New  York  on  a  $20 
billion  class  action 
against  Swiss  banks. 
The  suit  alleges  that 
banks  have  failed  to 
account  for  funds  and 
propeity  deposited  by 
or  for  Holocaust  sur- 
vivors. "This  is  prob- 
is  worth  $50,000  ably  the  gi'eatest  rob- 
bery  in  the  histoiy  of 
mankind,"  says  Edward  Fagan  of  New 
York-based  Fagan  &  Associates,  lead 
counsel  in  the  suit. 

Banks  are  taking  the  suit  seriously, 
retaining  Washington  law  fii'm  Wilmer, 
Cutlei'  &  Pickeiing.  As  well  they  should: 
Recently  declassified  documents  include 
lists  of  depositors  in  Swiss  banks  dming 
the  war  years.  Rudolfine  Schlinger,  89, 
says  she  has  tried  unsuccessfully  to  get 
her  late  husband's  money  out  of  Swiss 
Bank,  where  the  account's  cmrent  value 
exceeds  $50,000.  The  bank  says  it  will 
not  discuss  clients'  accounts. 

Fagan  believes  the  Swiss  have  made 
just  about  every  mistake  possible  in 
dealing  with  the  issue  of  Holocaust  vic- 
tims' dormant  accounts.  Unfortunately 
for  the  Swiss,  Fagan,  Bronfman,  and 
others  are  not  about  to  let  them  off  the 
hook  until  the  full  tinth  emerges. 

Bij  Neal  Sandler  in  Jerusalem,  ivith 
John  Parry  in  Geneva  and  Joan 
Warner  in  New  York 
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OK,  SO  STEREOTYPE  MI 

and  listen  to  Big  Band.  Right?  Wrong. 
smooth,  roomy,  and  comfortable.  But,  i 
they  designed  it.  Now  as  far  as  Big  Bari 


For  injonihition  via  the  Internet,  enter  http://www.l1ncolnvehtcle5.com  or  to  receive  a  free  brochure,  call  1  800  446-8888. 


ork  and  no  play.  Drive  some  Idnd  of  big  cushy  sofa  on  wheels 
play.  Hard.  And  I  drive  a  Lincoln  Town  Car.  Yeah,  it's 
and  responsive.  It's  almost  like  they  had  me  in  mind  when 
,  you  got  1  out  of  3. 


I  LINCOLN 

What    A    Luxury    Car     Should  Be 


Faith 
and 

Fortune 

Paul  Reichmann:  Talented,  ^ 
pious,  driven-but  not  infallible 


BY  Anthony  Bianco 

Few  businessmen  have  ever  si7i- 
gle-handedly  ivielded  so  much 
poiver  to  as  calamitous  ejfect  as 
did  Paul  Reichmann,  the  master- 
mind of  Olympia  &  York  Develop- 
ments Ltd.  Founded  by  Pcml  and 
two  of  his  brothers  in  Toronto  in  the 
late  1950s,  Olympia  &  York  at  its 
peak  iwid  amassed  $25  billion  in  as- 
sets, including  W  office  towers  and 
controlling  stock  holdings  in  Abitibi-Price 
Inc.,  Chdf  Canada,  and  a  half-dozen  other 
major  industrial  corporations.  Yet  no  one 
hilt  a  Reichmann  ever  ommd  stock  or  sat  on 
o&y's  board.  Through  his  unrelenting  drive 
and  outsize  talent,  Paid,  the  fifth  of  six  sib- 
lings, came  to  dominate  completely  this 
most  private  of  corporate  empires. 

Reichmajm  's  forte  as  a  property  developer 
was  the  coiitrarian  masterstroke,  whether 
it  was  erecting  a  72-story  tower  in  down- 
town Toronto  when  many  considered  the 

From  The  Reichmanns:  Family,  Faith, 
Fortune,  and  the  Empire  of  Oly  mpia  &  York 
_(Times  Books).  ©1997  by  Anthony  Bianco 


V  limes  JDUOKS;. 


At  the  Canary 
Wliarf  site  in 
1987:  The 
huge  project 
would  teach 
Reichmann 
the  meaning 
of failure 
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The  Old  Country:  Hungary  and  Austria 


DAVID  REICHMANN 
Hungary,  mid- 1930s 

The  patriarch  suffered  a  stroke 
in  1938  that  brouaht  the  family 
logether-and  took  it  away  from 
the  Nazis' dutches 


SAMUEL  REICHMANN 
Circa  1940 

//;  Vienna,  he  built  a  thriving 
egg-wholesaling  business,  but 
he  fled  as  soon  as  the  Germans 
marched  into  Austria 


city  already  overbuilt  or  constructing  the  most 
distinguished  addition  to  the  New  Yoi^k  City 
skyline  in  half  a  century — the  World  Finaricial 
Center — on  a  sandbar  in  the  Hudson  River.  Paul 
was  widely  lauded  as  a  commercial  genius,  "an 
Einstein  in  a  field  that  doesyi't  usually  produce 
Einsteins,"  as  one  longtime  colleague  put  it. 

Rarely  has  extreme  commercial  ambition  come 
as  decorously  packaged  as  in  the  person  of  Paul 
Reichma^m.  Born  in  Vienna  in  1930,  he  had 
resided  in  Paris,  Antwerp,  London,  Tangier, 
Casablanca,  and  Jerusalem  before  his  2Jf-th 
birthday.  With  his  shy  smile,  soft-spoken 
politesse,  and  elegantly  funereal  attire,  the 
peripatetic  Reichmann  was  a  capitalist  dare- 
devil in  the  gen- 
teel guise  of  an 
undertaker. 

Like  their  Hungarian  forebears,  he  and  his 
brothers  were  strictly  observant,  or  ultra- 
Orthodox,  Jews.  Even  as  their  collective  fortune 
topped  $10  billion,  ranking  them  among  the 
dozeji  richest  families  in  the  world,  the 
Reichmanns  led  rigorously  devout,  modest,  and 
private  lives,  mixing  as  little  as  possible  with 
nonbelievers  away  from  business.  Revered  by 
their  Orthodox  peers  for  their  charity  and  reli- 
giosity, the  brothers  were  no  less  esteemed  by 
their  business  peers  for  their  integrity,  hi  strad- 


Cover  Story 


dling  the  disparate  worlds  of  casino  capita  l 
and  religious  fundameyitalism,  the  Reichma 
maintained  an  improbable  equipoise  that  see 
to  confound  the  Biblical  command  "Ye  cai 
serve  God  and  Mammon." 

hi  truth,  the  brothers  were  never  quite 
equal  of  the  superhuman  myth  that  gren 
around  them.  Their  unusual  backgromid 
stilled  in  them  high  purpose  and  consider 
self-reliance,  but  it  also  bred  ayi  insularity 
left  fateful  gaps  in  their  knowledge,  judgn 
and  abilities.  When  they  finally  lost  thei 
nancial  balance,  they  fell  to  eaHh  with  a 
sounding  thud,  hi  1992,  in  the  midst  of  a 
found  slump  in  global  property  mar 
creditors  seized  control  of  o&Y,  dismantling 
the  process.  In  less  than  five  years,  the  R< 
manns  had  squandered  virtually  their  ei 
$10  billion  fortune. 

O&Y  most  likely  would  have  survived  had  j 
7iot  been  compelled  continually  to  top  himse 
a  developer.  Over  the  decades,  his  signature 
jects  traced  a  steeply  rising  arc  of  scale 
risk,  culminati7ig  in  the  $6  billion,  2Jt,-buil 
Canary  Wharf  in  London.  In  the  efid,  R' 
manyi's  ambition  overwhelmed  his  talent, 
though  it  was.  The  roots  of  his  compulsio): 
buiied  deep  in  the  tumultuous  history  of  a , 
most  miraculously  accomplished  family. 
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LOUIS,  ALBERT. 
EVA,  AND 
EDWARD 
REICHMANN 
Vienna,  1930 

The  shifting  of  Ed- 
ward's bar  initzvah 
to  Hunmry  after 
David  Reichmann's 
stroke  ivas  seen  as 
an  art  ofGod-and 
helped  give  the 
family  a  sense  of 
special  destiny 


The  Bar  Mitzvah  in  Beied 

.  father,  Samuel  Reichmann,  grew  up  in  Beled,  a  Hun- 
1  village  not  far  from  the  Austrian  border.  As  a  young 
he  built  an  egg-wholesaling  business  that  soon  encom- 
1  most  of  western  Hungai-y.  In  1921,  he  manied  Renee 
tner,  a  descendant  of  one  of  the  region's  most  distin- 
sd  Orthodox  families.  Seven  years  latei',  the  couple 
led  the  geographic  constraints  of  Orthodox  traditional- 
I  seek  their  fortune  in  Vienna,  where  Samuel's  business 
d  as  never  before.  He  entinisted  his  profits  to  a  Swiss 
as  Austrian  Jews  were  increasingly  menaced  by  Nazi 
emitism. 

early  1938,  the  Reichmanns  began  planning  the  bar 
ih  of  Edward,  their  second  child  and  eldest  of  their  five 


Roots  of  the  Empire 


I)  REICHMANN 
1862-1940 


LIDI  FELDMANN 
1865-1944 


,  ADOLF  GESTETNER 
I  1874-1944 
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I 
I 

SAMl EE  REICHMANN 
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1923-1985 
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1927- 


ALBERT 
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RALPH 


1929- 
1930- 
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sons.  The  ceremony  was  set  for  Mar.  12  at  Vienna's  preemi- 
nent Orthodox  synagogue.  Two  weeks  before  the  great  day, 
Samuel's  father,  David  Reichmann,  was  felled  by  a  stroke  in 
Beled.  To  accommodate  the  ailing  patriarch,  Samuel  decided 
to  move  the  ceremony  there.  Edward  traveled  immediately  to 
Beled  and  soon  was  joined  by  his  mother  and  15-year-old  sis- 
ter, Eva.  On  Mar.  11,  Samuel  arrived  with  Louis,  10.  Al- 
bert, 9,  Paul,  7,  and  Ralph,  4,  remained  in  Vienna  with  Trudy, 
their  nanny. 

That  very  evening,  thousands  of  brown-shirted  Nazis  and 
their"  sympathizers  poui'ed  into  the  streets  of  Vienna  chanting 
"One  people,  one  Reich,  one  Fuhi-er!"  and  "Judah  perish!"  The 
mob  rampaged  through  the  city's  Jewish  district,  vandalizing 
stores  and  dragging  Jews  from  taxicabs  to  assault  them. 
Radio  reports  from  Vienna  triggered  copycat  violence 
throughout  the  Hungarian  countryside.  In  Beled,  a  roving 
gang  of  youths  hurled  stones  at  Jewish  houses. 

Behind  the  stoutly  shuttered  windows  of  the  Reichmann 
home  on  Beled's  main  street,  the  family  continued  its  prepa- 
rations, listening  to  the  radio  and  ignoring  the  racket  outside 
as  best  as  they  could.  Edward  was  crestfallen  when  his 
mother  took  him  aside  and  explained  that  it  had  become  too 
dangerous  for  his  mentor,  the  chief  rabbi  of  the  nearby  town 
of  Papa,  to  attend. 

At  daybreak,  Germany's  Eighth  Army  crossed  unopposed 
into  Austria.  A  few  hours  later,  200  of  the  Reichmanns' 
friends  and  relatives  gathered  at  the  little  synagogue  in 
Beled  and  listened  as  Edward  delivered  his  Talmudic  dis- 
course in  a  clear,  strong  voice.  It  vi^ould  have  qualified  as  a 
manfully  defiant  performance  had  he  given  the  German  tak- 
ing of  Vienna  a  second  thought.  "To  me,  the  big  thing  was 
that  the  rebbe  didn't  come  from  Papa,"  Edward  recalls. 

While  the  Reichmanns  and  their  guests  wei'e  at  the  bar 
mitzvah  reception,  a  pogi'om  raged  back  in  Vienna.  Crowds 
gathered  to  jeei'  as  even  the  most  infii-m  and  elderly  Jews 
were  forced  to  use  toothbnashes  or  theu*  bare  hands  to  scrub 
anti-Nazi  gi'affiti  from  sidewalks  and  buildings.  On  Satur- 
day evening,  the  Gestapo  began  rounding  up  Vienna's  richest 
Jewish  businessmen.  The  next  morning,  Samuel  Reichmann 
dialed  his  own  number  in  Vienna. 

"What's  new?"  he  asked  the  nanny. 

"Oh,  nothing,"  Ti'udy  replied.  "Only  some  men  from  the 
Gestapo  were  here."  She  was  not  being  droll.  Young  and 
gentile,  she  did  not  perceive  the  menace  in  a  knock  on  the 
door  and  an  inquiry  as  to  her  employer's  whereabouts. 

Samuel  Reichmann  would  never  again  set  foot  in  Vienna. 
He  was  loath  even  to  remain  in  Hungary,  for  he  was  con- 
vinced that  an  apocalyi^tic  war  was  at  hand  and  that  his 
homeland  would  choose  the  wi'ong  side.  Faced  now  with  an 
.    ■  unbroken  phalanx  of  fascism — Germany, 

Austria,  Italy — that  extended  thi-ough  the 
heart  of  Europe,  Hungary  had  no  alter- 
native to  aUiance  with  Hitler,  he  believed. 
Why  wait  until  the  bond  was  sealed  in 
blood?  The  next  day,  Reichmann  hired  a 
car  and  crossed  alone  into  Czechoslova- 
kia, then  flew  to  London  seeking  refuge 
for  his  family. 

Had  David  Reichmann  not  suffei-ed  his 
sti'oke  when  he  did,  and  had  Samuel  not 
placed  such  importance  on  his  father's 
presence  at  Edward's  bar  mitzvah,  the 
Gestapo  almost  certainly  would  have  ar- 
rested Samuel  on  Mar.  12.  To  be  spared 
the  ordeal  of  Nazi  imprisonment  through 
the  instrument  of  I'eligious  ceremony  was 
a  deliverance  fi-om  evil  that  the  Reich- 
manns considered  an  act  of  God  in  the 
most  literal  sense.  In  the  ultra-Orthodox 
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RALPH  REICHMANN 
(LEFT).  PAUL  REICH 
MANN  (SECOND  FRO] 
LEFT),  REICHAUNN 
FAMILY  FRIENDS.  Al^ 
ALBERT  REICHMANP 
(RIGHT) 
Tangier.  1945 

As  Samuel  Reiclirnann 
made  a  second  fortune  i 
a  rurremr  trader  and 
banker  in  Tanoier,  his 
wife  and  family,  along 
with  a  few  other  refuga 
families,  used  the  profU 
to  send  food  to  inmates 
Nazi  concentration  cum^ 


view,  as  joumalist  Da\id  Landau  noted  in  his  book  Piety 
and  Power,  God  "did  not  merely  create  [the  world]  and  then 
leave  it  to  lun  itself  by  i-ules  of  Natiu'e  which  He  had  pre\i- 

ously  ordained  He  is  constantly  and  directly  involved — both 

in  the  affairs  of  Man  and  in  the  operation  of  nature." 

EmbeUished  in  the  retelling  over  the  years  at  countless  bar 
mitzvahs  and  weddings,  the  story  of  the  bar  mitzvah  in 
Beled  became  a  cornerstone  of  family  identity — Exhibit  A  in 
the  Reichmanns'  seldom  articulated  but  deeply  held  sense  «f 

themselves  as  a  f^imilAr  nf  pvall-prl  rloctin-sr  /  /  t  ./(-^f 


family  of  e.xalted  destiny.  \^^^^^^^\^ 


Exile 


111 


Tangier 


The  Reichmanns  settled  in  Paris  and  remained  in  the  French 
capital  even  after  it  came  imder  au-  attack.  Ten-yeai-old  Paul 
horrified  his  parents  by  venturing  out  of  a  bomb  shelter  to 
sneak  a  look  at  the  sky.  "In  the  child's  mind,"  as  he  later  put 
it,  "the  adventure  stands  out,  not  the  fear."  In  mid-June, 
1940,  with  the  GeiTnan  anny  closing  in  from  the  north,  the 
family  fled  south  in  a  rented  flatbed  trtick,  joining  2  million 
people  in  histon-'s  largest  traffic  jam. 

The  family  made  its  way  to  Biarritz,  crossed  thi'ough 
Spain,  and  took  refuge  in  the  International  Zone  of  Tangier, 
which  Spain  had  recently  occupied.  In  Tangier's  incomparably 
fi-eewheeling  commercial  markets,  Samuel  made  a  second 
fortune  as  a  cuiTency  trader  and  banker.  His  profits  helped 
undei"waite  one  of  the  most  distinctive  homegrowm  rescue  and 
rehef  campaigns  of  the  Holocaust.  At  a  time  when  much  of 
Spain  itself  was  desperately  hungiy,  Renee  and  Eva  Reich- 
mann  employed  an  artful  mix  of  indomitability,  feminine 
charm,  homespun  diplomacy,  and  bribery  to  maneuver  the  fas- 
cist govei'nment  of  Francisco  Franco  into  sponsoring  the 


shipment  of  tens  of  thousands  of  food  parcels  to  inm; 
Nazi  concentration  camps. 

Until  1944,  when  IVIi-s.  Reichmann  succeeded  in  raising 
in  the  U.  S.,  the  parcel  progi-am  was  financed  solely 
Reichmanns  and  a  few  other  refugee  families.  Labor,  tl 
was  never  in  short  supply.  A  revoking  cast  of  two  do; 
unteere,  mostly  Orthodox  mothei-s  and  theii-  childi'en.  ga 
in  the  Reichmanns'  apaitment  daily  to  assemble  the  fiv( 
/  packages.  "I  remember  the  excitement  of  staying  homi 
school  certain  days  to  help  pack  or  packing  thi'ough  th 
and  being  able  to  sleep  late,"  Paul  recalled  in  the  late  1 

A  series  of  black-and-white  snapshots  sho\™g  the  br 
at  these  labors  conveys  not  excitement  but  an  almost 
monial  solemnity.  With  their  angulai-  frames  ch-aped  idei 
in  white  dress  shirts,  skimiy  ties,  and  fedoras,  the  br 
project  a  Eui'opean  foiTnality  eeiily  at  odds  with  their 
hewTi  Ai'abian  suiToundings. 

The  Tangier  volunteers  mailed  pai'cels  to  a  half-doz 
ferent  camps,  but  by  fai-  the  most  went  to  Theresiensta 
Auschwitz-Birkenau.  As  the  centerpiece  of  a  brazer 
paign  to  disguise  the  purpose  of  the  concentration 
Theresienstadt  had  been  given  the  facade  of  a  prosperoi 
wai-  \illage.  In  reality,  its  inmates  died  en  masse  of  stai 
and  disease  while  awaiting  shipment  to  Auschwitz 
gassed.  Even  so,  the  Germans  couldn't  keep  up  the  fic 
a  "model  Jewish  settlement"  while  denying  its  inhabitai 
right  to  receive  food  parcels  fi'om  home.  Mi-s.  Reic 
was  quick  to  exploit  the  camp's  hberal  food  parcel  pol 

Theresienstadt  prisoners  were  required  to  ackno^ 
each  parcel  by  signing  a  postcai'd  that  was  mailed  back 
senders.  In  and  of  themselves,  these  cards  proved  n 
But  the  postwar  testimony  of  siunivors  demonstrated 
large  number  of  parcels  sent  to  Theresienstadt  were 


58  BUSINESS  WEEK  /  JANUARY  20,  1997 


CRUZ  RQJA  ESPANOLA 

_  T  A  N  Q  e  R 

■     i.SIONEROS  DE  GUERRA 


;  »»ic<imi  Ml  mwiniiM 
i  ^  (nun  n  ni^mimi 


r  AMP  CO     BIRKENAU  BEI  NEUBRUNN 

IAi>IOCI\  0llBRSCHI.BSmNAI.BMA.NtA 

ROM  PACKAGE  DESTINED 

CHWITZ-BIRKENAU 

4 

Auschwitz  routinely  confiscated 
?/  many  sent  by  the  Reichmanns 
r  way  to  the  camp 's  prisoners 


EVA  AND 
RENEE  REICHMANN 
Tangier,  1946 

'.ghter  and  mother  employed  bribery, 
m,  and  diplomacy  to  persuade  Spain 
wnsor  shipment  of  the  aid  packages 


!red.  The  Reichmanns  baved  hundred^  of  such  post-N 
sent  to  Tangier,  as  well  a^'coi'tti  oi  letters  received  af- 
le  war  ft-om  gi'ateful  sunavoi's. 

5  Nazis  never  intended  the  Auschvdtz-Birkenau  complex 
Tiodel  of  an>1;hing  but  assembly-line  murder.  Not  only 
pai'cels  sent  there  routinely  confiscated  by  the  ss,  but 
s  often  stole  even  the  pi'isoners'  paltry  camp-issued 
IS.  However,  Mrs.  Reichmann,  who  heard  indirectly 
an  ultra-Orthodox  woman  inside  the  camp  who  had 
chosen  to  work  as  an  ss  secretary,  was  able  to  tell 
I  diplomats  in  Tangier  that  she  "had  definite  knowledge] 
I  he  Birkenau  packages . . .  are  being  received  safely." 
;ause  Spain  was  the  only  avowedly  pro-Gennan  regime 
among  the  nominally  neutral 
  nations,  food  parcels  arriv- 
ing at  concentration  camps 
mnish,— ^ei 
^Cross^abel  we"?§the~Tej 
likely  to  be  confiscated,  es- 
pecially when  they  came  la- 
beled  "For   Prisoners  of 
War."  This  designation  was 
Mi's.  Reichmanns  bluff,  since 
neither  Spain  nor  the  Inter- 
national Red  Cross  had  des- 
ignated concentration-camp 
inmates  pows. 

After  Geninan  forces  occu- 
pied Hungary  in  1944,  the 
Reichmann  women  outdid 
themselves  in  orchestrating 
an  intricate  dijjlomatic  ballet 
that  led  to  the  Spanish  gov- 
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ernment's  taking  at  least  1,200 
Jews  under  its  protection  in  Bu- 
dapest. Scores  of  people  in  cities 
from  Washington  to  Montreaux 
shai'ed  the  credit,  but  the  essence 
of  the  rescue  project  was  this: 
What  Mi's.  Reichmann  proposed, 
Generahssimo  Franco  di-sposed. 
For  the  Reichmanns,  this  triumph 
was  the  silver  lining  of  over- 
whelming personal  tragedy,  for 
dozens  upon  dozens  of  the  rela- 
tives they'd  left  behind  in  Hun- 
gaiy  perished. 

Strictly  speaking,  Paul  and  his 
brothers  were  not  themselves 
Holocaust  sm'vivors,  having  been 
spared  the  agonies  of  the  con- 
centration camp.  But  by  settling 
in  Tangier  rather  than  some  safe- 
ly distant  land,  the  Reichmanns 
passed  the  Holocaust  in  the  veiy 
shadow  of  occupied  Europe.  The 
Nazi  menace  was  a  fact  of  daily 
life  that  left  a  deep  imprint  in 
the  soft  clay  of  the  brothers'  ado- 
lescent consciousnesses  yet  did 
not  warp  mind,  body,  or  soul.  To 
the  contrary,  their  experience 
was  on  balance  constinctive,  for 
they  were  clasped  to  the  bosom 
of  an  exceptionally  tight-knit  fam- 
ily that  achieved  mightily  in  their 
people's  hour  of  greatest  need. 

  "The  Reichmann  boys  never  had 

that  feeling  inside,  that  imier  fear 
holding  them  back,"  says  an  Auschwitz  siu"\nvor  who  achieved 
,  more  modest  if  more  enduiing  success  in  Toronto  real  estate, 
j  "I  kept  telling  them  to  slow  down,  take  their  time.  But  their 
'  outlook  is  diffej:eiit. . . .  They  see_.only  opportunity."      -  . 

^  The  Master  Biiilder 

After  World  War  II,  Tangier  was  roiled  by  an  Islamic  na- 
tionalist movement  that  culminated  in  the  city's  absorption 
into  an  independent  Morocco  in  1959.  Over  a  period  of 
years,  the  brothers  and  theii"  parents  emigrated  to  Canada, 
while  Eva  moved  to  London.  Edward  settled  in  Canada 
first,  in  Montreal, 
where  in  1955  he 

founded  Olympia  Trad-   

ing  Co.  to  import  tiles 
from  Spain. 

In  naming  this,  the  predecessor  to  one  of  histoiy's  greatest 
private  corporations,  Edward  put  the  01>inpia  in  Olympia  & 
York  by  pwest  happenstance.  He  was  in  Ws  hotel  room  one 
afternoon  when  his  lawyer  called  fi'om  the  corporate  registry 
to  say  that  all  of  Edward's  choices  were  already  taken.  Idly 
examining  the  contents  of  his  suitcase  while  he  spoke,  Ed- 
ward came  across  two  new  paii's  of  socks.  One  carried  the 
brand  name  Panther,  the  other  Olympia.  "How  about 
Olympia?"  he  asked.  And  so,  Oljonpia  it  was. 

Diu-ing  the  family's  fii'st  decade  in  Canada,  Edward  and 
Louis  set  the  pace  in  Montreal,  expanding  rapidly  in  tiles  and 
branching  into  real  estate  development.  In  Toronto,  Albert, 
Paul,  and  Ralph  more  methodically  built  their  own  tile  im- 
porting and  development  company.  In  the  mid-1960s,  the  elder 
brothers  faltered,  and  then-  siblings  rescued  them  from  im- 
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PAUL  AND  SAMUEL  .  . 

REICHMANN  ~<\~^IQQL 
Toronto.  1969      ^  C^^l     '  ^'Q 

By  the  late  '60s,  it  was  clear  that  Paul 
was  the  most  gifted  of  Samuel's  sons 

pending  bankmptcy  by  mei-ging  the  Montreal  businesses  with 
their  ovra.  At  the  same  time,  after  a  decade's  self-tutoring  in 
the  fimdamentals  of  business,  Paul  stepped  to  the  fore  and  be-i 
gan  to  distinguish  himself  as  the  most  gifted,  driven,  and 
quietly  idiosyncratic  property  developer  of  the  postwar  era.  - 
At  fu'st,  Paul  had  seemed  the  Reichmann  least  likely  to 
devote  himself  to  commerce.  In  1947,  at  16,  he  had  left  Tangier 

  for  five  years  of  Tal-  j 

mudic  instruction  in  i 
Biitain  and  Israel.  He  ' 
returned  qualified  to  i 
practice  as  a  rabbi  but  followed  instead  in  the  activist  footsteps 
of  his  mother.  From  1953  to  1956,  he  worked  without  pay  as  \ 
educational  director  of  a  philanthropy  that  ran  religious  schools 
for  Moi'occo's  impoverished  native  Jews.  Based  in  Casablanca, 
he  traversed  the  vast  Moroccan  hinterland.  "Paul  was  a. 
tremendous  idealist,"  says  Moses  Lasry,  Reichmann's  closest  as/ ) 
sociate  in  those  years.  "A  gTeat  fii'e  bm-ned  within  him."  X" 

Reichmann  didn't  so  much  abandon  the  cause  as  it ^^stm- 
doned  liim.  By  the  time  he  left  for  (Canada^  195^^tnOst  of  thg^ 
poorest  Moroccan  Jews  had  aheady  em^^ateSfm^ly  toVlsrael 
and  France.  In  Toronto,  he  gTadually  i-efocused  the  zeal  hi 
brought  to  missionary  work  on  the  altogether  less  selfless 
calling  of  property  development.  As  he  tells  it,  his  fierce  busi- 
ness drive  was  a  byproduct  of  Olympia  &  York's  early  success, 
not  its  fuel:  "I  never  set  out  tojiuild  a  giant  company." 

For  the  strictly  observant  Oew^ommercial  ambition  is  a. 
touchy  subject.  As  Reichmann  liimselrTliiiLedes.  "Fei»ui^ 
drive  is  supposed  to  be  devoted  more  to  matters  of  the  mind 
than  to  business."  Yet  by  all  accounts  but  his  own,  Reichmann 
devoted  himself  so  intensely  to  his  new  vocation  that  he  had 
little  time  to  continue  studying  the  Talmud  and  would  strug- 
gle to  make  sufficient  time  for  his  ■'Aife  and  five  children. 

Reichmann  shrugs  off'  questions  about  his  motives  with  a 
tight  haU'-smile  and  polite  change  of  subject.  When  pressed,  he 


implies  that  he  was  compelled  to  fill  empty  lots  by  the  sai 
pulse  that  chives  a  painter  to  fill  empty  canvases:  "Tliei  c 
pui'ely  mathematical  approach,  and  there  is  the  creati\  c  i 
building.  One  can  get  cai'ried  away  \vith  the  creative  >  >: 
became  exciting  to  me  to  do  different  kinds  of  develiip! 
My  ambitions  gr-ew  in  terms  of  the  size  and  scope 
ativity  of  the  projects.  There  is  an  enjoyment  in  beinii  :  ' 
do  something  thgt-a^iers_£onsider.„difficult  if  not  imj  >< ' 
Aside  fi'om  a'^astejfor luxmioushomi^  ftu-nishing's,  i 
from  llTS'ir  motner,  raui  anH^TTis  brothers  had  no  ii 
wealth's  material  trappings.  It  is  often  said  of  mogul 
aren't  extravagant  consumers  that  for  them,  money  i- 
way  of  keeping  score.  For  any  son  of  Renee  Reieha 
'however,  money  never  could  be  merely  the  currency 
pne  of  the  fundamental  lessons  of  the  Reichmanns' 
/caust  odyssey  was  that  wealth  could  mean  the  difff 
between  self-reliance  and  self-betrayal,  fi-eedom  and  c 


ty,  an 

In  postwa^Nort"! 


threat  the  family  per 
concentration  camp  but 


\v^s-symbonzed"noL  by  tl 
Refoi-m  temple,  the  public  school,  and  the  TV  set.  The  bi 
founded  O&Y  with  the  goal  not  merely  of  making  a  livl 
also  of  generating  the  siuplus  needed  to  finance  a  self-coi 
local  infi-astiuctiu-e  of  parochial  schools,  synagogoies,  anc 
institutions  required  to  project  the  family's  religious  i( 
into  succeeding  generations.  Long  before  they  became 
aires,  they  set  aside  a  heaping  portion  of  o&y's  income  fo 
ity.  AH  told,  the  brother's  would  give  away  more  than  $1 
almost  all  of  it  to  ultra-Orthodox  causes. 

But  Paul's  ambition  also  had  a  deeply  rooted  secular 
In  Casablanca,  he  had  supported  himself  by  moonhghtu 
te.xtOe  merchant  with  Lasiy  From  the  start,  "Paul's  prio 
business]  was  always  building  a  reputation  of  the  1 
quality,"  Lasry  recalls.  "For  him,  it  was  a  mission  with 
ital  'M.'"  As  the  scion  of  a  family  admii-ed  for  its  m 
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brand  of  piety,  it  was  only  natui*al  that  Paul  should  want  to 
prove  himself  a  worthy  heii".  But  his  precocious  stress  on  rep- 
utation also  appears  to  have  been  a  reaction  against  the  less 
honorable  aspects  of  the  family's  Tangier  legacy. 

Both  (luring  and  after  the  war,  Tangier  thrived  as  a  smug- 
gler's paradise.  "For  a  true  comprehension  of  the  activities  of 
this  [currency]  market,  the  fact  must  be  borne  in  mind  that  al- 
most all  transactions  are  based  on  contraband,"  the  U.  S. 

charge  d'affaires  in 
Tangier  obsei"ved  in  a 
1943  dispatch.  There 
is  no  evidence  that 
Samuel  Reichmann  dii-ectly  engaged  in  smuggling.  But  as  an 
important  cuirency  dealer,  he  was  a  cog  in  Tangier's  black-mar- 
ket economy  and  thus  fell  well  short  of  the  standard  of  irre- 
proachability  to  wliich  Paul  would  later  aspii*e. 

In  a  1988  newspaper  interview,  Paul  said  he  had  "I'efused  to 
go  into  business"  in  Tangier  because  he  "wanted  to  do  some- 
thing for  the  world."  Later,  he  disavowed  the  comment:  "  'Re- 
fused' is  not  the  right  word.  I  was  not  antibusiness."  Per- 
haps not,  but  a  young  man  emerging  from  a  five-year 
immersion  in  Torah  studies  would  not  have  had  to  be  op- 
posed to  business  per  se  to  be  repulsed  by  Tangier's  famously 
sleazy  brand  of  commerce.         C^^0(J  l^/^^ 


Olympia  &^ork 'j^uilt  more  than  100  office  towers  and  ware- 
"  houses,  butils  nse  to  predominance  essentially  hinged  on 
ceeoutsize  developments — Flemijigdon  Park  and_  Eixat 
Canadfai?f*laee  in  Toronto  and  the  fyorld_FiimidaI  Center 
< — and  one  astoundingly  prescient  purchase. 
In  each  case,  the  Reiclimaruis  profitably  spurned  conventional 
wisdom.  But/Paur)also  distingoiished  himself  through  his  tech- y 
nical  masteiyofeveiy  ^cet  of  business.  "What  Paul  was  ex-  H 
cellent  at  was  his  ability  to  listen  and  ask  questions  of  all 


sorts  of  people  and  then  go  oif  by  himself  and  use  his  \ 
brain  finesse  to  improve  on  something,"  says  Robert  Canr 
a  Toronto  investment  banker  who  helped  Reichmann  ; 
scores  of  transactions.  "He  was  better  than  his  lawyer,  b^t 
than  his  accountant,  and,  yes,  better  than  his  financier.  Het 
better  than  everybody  at  eveiytliing.  For  25  years,  I  sa: 
was  the  most  brilliant  man  I  ever  met." 

Flemingdon  Park  was  a  sprawling  office  development  oi. 
outskirts  of  Toronto  begun  by  Webb  &  Knapp,  a  U.  S.  en 
ny  that  had  overextended  itself  and  began  selling  off  assi 
fii-e-sale  prices  in  the  early  1960s.  Other  developers  v\  <  i 
timidated  by  the  sheer  size  of  half-completed  Flemui 
Park  and  put  off  by  the  stigma  of  failure.  Although  (  kv  v 
still  tiny  by  comparison,  Paul  recognized  a  bonanza  ii 
making.  In  1965,  he  engineered  a  deal  in  which  he  iiii 
brothers  gained  control  over  the  largest  part  of  Fleniiii 
Park — 300  acres  of  piime  suburban  property — vrithout  pi; 
up  a  penny  of  theii*  own  money.  Completing  the  project 
erated  huge  surplus  cash  flows  that  Paul  used  to  lay  the 
dations  of  a  far  larger  company. 

The  $200  million  First  Canadian  Place  project,  begi 
1973  in^atlnership  with  the  Bank  orMonlreaT^  complete 
l^SChmanns^nve  Irohi  Toronto's  suburbs  into  its  ilii; 
district  downtown.  The  centerpiece  of  this  retail-and- 
complex  was  a  72-story  tower,  the  tallest  building  in  the  1! 
Commonwealth.  Leased  at  premium  rents,  First  Can. 
Place  soon  became  Canada's  finest  corporate  address.  W 
more,  in  its  constiaictwn,  o&Y  pioneered  methods  that  t 
lishedi^^  thefworld'^}most  cost-efficient  skyscraper  bu: 
y  Cong  before  TirstCanacUan  Place  was  completed  in 
Paul  refocused  his  ambitions  south  of  the  Canadian  In 
The  bargain  he  found  in  Manhattan  in  1977  proved  one  \ 
most  lucrative  pui'chases  in  modem  real  estate  history,  \  a 
the  Reichmanns  into  the  ranks  of  the  supenich  in  a  few  , 
time.  o&Y  bought  eight  skyscrapers  from  Uris  Buildin.u  ' 
for  about  $334  million — and  only  $46  million  down— ji 
the  New  York  market  began  to  pivot  from  bust  to  ni; 


A  Master  Builder's  Masterpieces 


■odul'i. 


FIRST  CANADIAN  PLACE 
Toronto 


Completed  in  1W2,  the  development  quickly  beam 
Canada  s  premier  corporate  address  and  establish! 
O&Y  as  the  world's  most  efficient  skyscraper  build 


WORliJ  FINANCIAL  CENTER 
New  York  flity 

Wliile  other  developers  were  leery,  the  Reichmanns  committed  to 
constructing  the  five-building  office  complex.  They  did  il-on  time 
and  on  budgel-and  became  Manhattans  biggest  property  owners 
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Free  First  Class  upgrade, 
plus  1,000  Bonus  Miles. 

Some  people  think  yoii  need  tlie 
kind  of  connections  tliat  come  with 
wealth  or  fame  tcj  get  special  treatment 
on  an  airplane.  But  on  Northwest,  all 
you  need  is  ConnectFirst. 

Nc:)rthwest  Airlines  ConnectFirst 
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environment? 


Our  game  plan  is  play  to  win.  As  a  result,  we  provide  electricity  at  a 
cost  that's  16%  below  the  national  average  and  have  won  80%  of  the 
business  we've  competed  for.  It's  an  edge  we  don't  intend  to  lose. 
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The  Downfall... 


boom.  o&Y  paid  $30  a  square  foot  for 
about  10  million  square  feet  of  office 
space.  When  the  mai'ket  peaked  in  the 
late  1980s,  the  properties  were  worth 
$300  a  squai"e  foot,  oi'  $3  billion. 

In  negotiating  the  Uris  purchase, 
Reichmann  demonstrated  extraordi- 
nary clarity  of  mind  and  gTeat  tenaci- 
ty. The  deal's  critical  element,  though, 
was  sheer  daring:  In  essence,  he  wa- 
gered his  company  on  his  conviction 
that  Manhattan's  depressed  office  mar- 
ket would  rebound  sharply.  If  truth 
be  told,  he  was  attracted  not  just  by 
the  probability  of  success  but  also  by 
the  possibility  of  failiu'e.  "Paul  knew 
perfectly  well  the  risks  he  took  and 
liked  taking  them,"  says  investment 
banker  Canning,  adding:  "He  told  me: 
'My  rehgion  won't  let  me  go  to  Las 
Vegas.  This  is  my  Las  Vegas.' " 

By  most  interpretations,  Jewish  rab- 
binical law  stops  short  of  prohibiting 
gambling.  But  like  most  religious  fun- 
damentalists, the  ultra-Orthodox  fi'own 
on  gambling  as  at  best  an  unproductive 
distraction.  Reichmann  disavows  the 
gambler  label,  though  not  with  the  ve- 
hemence one  might  expect.  "I  don't 
think  I  am  [a  gambler],  but  it  is  diffi- 
cult for  a  person  himself  to  decide 
about  his  character,"  he  said  a  few 
years  after  o&Y's  collapse.  . .  What 
some  might  call  gambling  was  that  I 
was  willing  to  risk  my  fortune  on  what 
were  not  yet  proven  facts." 

Reichmann  followed  the  Uiis  pui'chase  with  an  even  bigger 
bet  on  New  York  City's  futiu-e.  For  a  dozen  yeai's.  New  York 
officials  had  been  straggling  to  create  a  city-within-a-city  on  a 
spit  of  landfill  at  Manhattan's  southern  tip.  By  1980,  they 
were  offering  Battery  Park  City  sites  at  giveaway  prices,  but 

developers  remained 
leeiy  of  the  unproven 
location.  Reichmann 
blew  away  his  rivals 
by  committing  to  construct  the  project's  entire  commercial 
core — five  buildings  containing  8  milhon  square  feet.  Wlien 
the  World  Financial  Center  was  completed  in  1988 — on  time 
and  on  budget,  as  usual — the  Reichmanns  surpassed  the  Rock- 
efellers as  Manhattan's  largest  real  estate  owners. 


ALBERT  AND  PALL 
REICHMANN 
Toronto,  1992 


By  May,  1992,  Canary  Wharf  was  under 
court- appointed  administration,  O&Y  was 
in  bankrupUy-and  $10  billion  was  lost 
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Canary  Wharf 


Canary  Wharf,  the  last  of  o&y's  mammoth  undertakings,  was 
more  ambitious  than  the  World  Financial  Center  by  several  or- 
ders of  magTiitude.  Fii-st,  there  was  its  size — 2A  office  buildings, 
including  a  GO-stoiy  tower  that  would  dwaif  every  other-  office 
building  in  London.  And  while  the  New  Yor*k  complex  lay 
hard  by  Wall  Street,  Canary  Wharf  was  to  rise  two  miles 
from  the  City,  London's  financial  district,  and  in  the  wi'ong  di- 
rection to  boot — eastward,  along  a  stretch  of  decrepit  Thames 
rivei-ft'ont  aptly  named  the  Isle  of  Dogs. 

In  the  mid-1980s,  the  Thatcher'  government  had  begun  an 
effort  to  rehabilitate  the  Docklands  district,  which  included 
the  Isle  of  Dogs.  But  Whitehall  failed  to  invest  in  what  the 
ai'ea  needed  most:  transportation.  Other'  than  the  Thames,  the 
only  connections  between  the  Isle  and  centr'al  London  were  a 
traffic-clogged  two-lane  road  and  an  um-eliable  light-rail  sys- 


tem. Still,  the  government 
larded  the  Isle  of  Dogs  wit! 
breaks  and  financial  incen 
so  huge  as  to  all  but  elim 
land  as  a  development  cost 
Before  O&Y  purchased  thi 
in  mid-1987  from  an  Amei 
led  investment  banking  co 
tium  that  had  launched 
promptly  abandoned  the  pr 
Paul  Reichmann  made 
rounds  of  Britain's  largest 
porate  tenants.  "I  asked  i 
'Are  you  satisfied  with  yoi 
isting  space?'  The  answer  ^ 
strong  'No,' "  Reichmann  n 
"But  when  I  asked  them,  '\ 
you  move  to  Canaiy  Wharf 
answer  also  was  'No.' "  En 
man  Keith  Roberts,  o&y's  s 
constr'uction  executive,  str 
advised  against  Canary  "V 
Brothers  Albert  and  Ralpl 
were  unenthusiastic. 

But  for  Paul,  Canary  ) 
was  irresistible.  An  ardei 
mirer  of  Mar'garet  Thatch 
believed  that  her  administ 
had  infused  Britain  with  j 
entrepr'eneurialism  that  ■ 
make  London  the  reborn 
cial  capital  of  an  increasing] 
fled  Eui'ope.  The  city  woulc 
vast  amounts  of  new  office 
which  only  Docklands  cou 
commodate.  He  was  confide 
Isle's  tr-ansport  deficiencies  could  be  cm-ed  by  joint  privat 
pubhc-sector  investment.  And  not  even  the  stuffiest 
rate  panjandr-ums,  he  figiu'ed,  would  be  able  to  resist 
modem,  top-quality  space  at  half  the  going  rate  in  the  < 
After  the  World  Financial  Center  opened,  Paul  had  tol( 
porter  that  what  pleased  him  most  was  that  the  new  co 
had  made  "a  prominent  imprint  on  New  York  City. 
Wor'ld  Financial  Center-  was  indeed  a  widely  hailed  emb 
New  York's  r-enewal.  But  as  the  centerpiece  of  the  Th 
government's  Docklands  revival,  Canaiy  Wharf  was  ; 
ture  of  national  consequence — as  well  as  a  way  to  star 
Reichmann  imprint  on  the  skyline  of  the  historic  capital 
English-speaking  world.  Canary  Wliar-f  "is  a  challenge 
ativity  and  will  make  a  contribution  for  generations  to  * 
Reichmann  declared  in  1988.  "It  will  be  recognized 
best  in  Europe . . .  and  the  world." 

Massive  as  it  was,  Canary  Wharf  was  not  out  of  sd 
o&Y.  The  company  had  become  a  colossus,  with  cash  flow] 
cess  of  $400  million  a  year.  But  financial  might  aside,  P^ 
not  believe  he  was  wagering  o&^''s  future  on  Canary 
since  he  never  doubted  the  pr'oject's  success.  The  ReicM 
had  always  shiimk  from  publicity,  but  in  the  early  sta 
Canaiy  Wharf,  Paul  was  all  over'  the  paper's,  issuing  stab) 
so  bullish  as  to  evoke  the  pr-efight  hyi^e  of  professional ' 
"On  a  scale  of  1  to  10— if  the  risk  with  [the  World  Fi| 
Center]  was  9 — here  it  would  be  1,"  he  proclaimed.  [ 

Other  developers  would  have  arTanged  constr-uction 
ing  in  advance.  Not  Reichmann.  "We  can  complete  it  j 
own  strength,"  he  said  of  the  eight-building  fii'st  phase.) 
remai'ks  at  Canaiy  Whaif  s  gi-oimdbreaking,  he  redeflnj 
emonial  optimism:  "The  only  question  that  entere  our  ml 
'Will  success  happen  immediately  or  later?' "  At  age  51 
Reichmarm  had  ceased  believing  in  the  possibility  of  hi 
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...And  the  Comeback 


e.  Or,  as  he  conceded  after  o&y's  collapse:  "The  fact  that 
t  never  been  wrong  created  character  flaws  that  caused 
)  make  mistakes." 

len  a  nephew  by  miuriage,  Morris  Brenick,  had  decided  in 
arly  1980s  that  he,  too,  wanted  to  go  into  real  estate, 
mann  had  taken  the  young  man  aside  and  confided  in  him. 
Is  Brenick:  'Taul  told  me,  'If  you  ai"e  now  going  into  busi- 
I  will  tell  you  that  what  multiplied  my  initial  success  by 
tor  of  100  had  nothing  to  do  with  my  own  efforts.  It 
}od's  will  that  I  was  successful  on  such  a  scale.' "  If  the  ac- 
God  of  Reichmann's  faith  had  smiled  on  his  lesser  works, 
Y  Ke  would  not  let  Canary  Wharf  fail. 


Ruin  &  Revival 

turned  out,  in  addition  to  all  the  other  strikes  against  it, 
rj'  Wharf  suffered  from  abysmal  timing.  In  late  1989-90, 
,ondon  office  market  plunged  into  a  deep  and  protracted 
sion.  o&Y  had  completed  or  nearly  completed  12  buildings 
cost  of  about  $3  bilUon 
lad  preleased  only  about 
of  the  space,  largely  be- 

it  had  failed  to  land  a 
!  British  tenant, 
irth  American  property 
inancial  markets  slumped 
taneously,  sapping  o&y's 
gth  across  the  board, 
lowntum  exposed  critical 
ts  in  o&y's  foundation, 
ig  the  1980s,  the  broth- 
3  hedge  their  investment 
il  estate,  had  shelled  out 
IS  tc  buy  stock  in  oU  and 

natural  resource  com- 
■5  in  the  mistaken  beUef 
;he  high  inflation  of  the 

would  persist  ad  infini- 
With  the  onset  of  reees- 

the  portfolio's  value 
3d.  Worse,  Paul  had  cho- 
I  finance  Canary  Wharf's 
ruction  by  borrowing 

!t  his  trophy  properties 

rth  America  rather  than 

I  one  or  two,  inflating 

indebtedness  to  an  in- 

rtable  $20  bilhon. 

i  Reichmann  presented 

iny  creditors  viath  a  realistic  restructuring  plan  in  1991, 
)robably  would  have  sui'vived  in  shrunken  form.  In- 
he  went  to  great  lengths  to  mask  the  severity  of  o&y's 
'.ms  while  arranging  an  increasingly  desperate  series  of 
j  z  transactions  in  hopes  the  world  economy  would  turn 
jstore  the  foundations  of  the  company's  prosperity. 
I  May,  1992,  Paul  grudgingly  surrendered  control  of 
j  y  Wharf  to  court-appointed  atlministrators  in  London  and 
j  :Y  under  bankruptcy  couit  protection  in  Tbronto.  The  net 
j  was  to  dismember  the  greatest  property  development 
J  ny  in  modem  history  and  wipe  out  the  Reichmanns' 
!i  ,  leaving  the  family  with  $100  million  at  most. 
I's  abrupt  transformation  from  the  Einstein  of  Real  Es- 
ito  the  Man  Who  Blew  $10  Billion  humbled  him  but 
come  close  to  extinguishing  his  developer's  verve.  While 
V  admits  to  many  strategic  missteps,  he  bristles  at  the 
held  notion  that  trying  to  refashion  the  Isle  of  Dogs  into 
less  district  to  rival  the  City  was  one  of  them.  "Olympia 
"k  brought  Canary  Wharf  down,  not  the  other  way 


around,"  he  insists.  "Olympia  &  York's  problems  were  ex- 
tremely deep;  Canary  Wharfs  problems  were  not  deep." 

Reichmann  began  maneuvering  to  regain  Canary  Wharf 
even  before  he  officially  lost  it.  A  few  hours  before  putting 
the  project  into  administration,  he  phoned  his  two  most 
tiTisted  construction  managers  and  asked  them  to  remain 
on  the  job  come  what  may.  "It  was  an  instinctive  thing  on  my 
part,  rather  than  a  definite  plan,"  Reichmann  says.  "I  wanted 
the  talent  in  place  in  case  I  was  able  to  make  a  comeback." 

His  tenacity  soon  assumed  audacious  form.  In  the  summer  of 
1992,  Reichmann  assembled  a  gi-oup  of  well-heeled  investoi-s  in 
an  effort  to  buy  Canary  Wharf  back  from  o&y's  creditors  but 
was  promptly  rebuffed.  Shifting  tack,  he  worked  up  an  elabo- 
rate plan  to  develop  three  large  office  projects  in  Mexico 
City — valued  at  a  total  of  $1.5  bilhon — in  partnership  with 
billionau'e  fund  manager  George  Soros.  When  the  peso  col- 
lapsed in  late  1994,  Reichmann,  at  Soros'  insistence,  put  the 
projects  on  hold.  He  then  assembled  a  new  investor  gi-oup  to 
bid  for  Canary  Wharf.  In  October,  1995,  the  coasortium  reached 
agi-eement  to  buy  the  project  for  £800  milhon. 
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CANARY 

WHARF 

L<»n<jon 

Paul  Kekhmann 
nerer  ^ave  up  on 
Canary  Wharf, 
and  in  1995,  he 
and  his  partners 
struck  a  deal  to 
buy  the  complex. 
Today,  nujre  than 
80%  of  the  spate 
'is  leased,  and  the 
operation  turns  a 
small  profit 


Today,  more  than  80%  of  the  space  in  Canary  Wharfs  12 
completed  buildings  has  been  leased,  and  the  complex  is  gen- 
erating a  small  monthly  operating  profit.  Within  a  month  or 
two,  Canaiy  Wharf  Ltd.  will  break  gi-ound  on  a  13th  building, 
which  Citibank  already  has  committed  to  buy.  "The  exciting 
part  of  [the  Citibank]  transaction,"  Reichmann  says,  "is  that  it 
jump-staits  om-  plans  to  build  Canaiy  Whaif  to  its  full  di- 
mensions." This  time,  though,  he  makes  no  bold  predictions  of 
inevitable  success.  "It  vrill  be  a  struggle,"  concedes  Reich- 
mann, whose  ambition  is  tethered  in  part  by  dependence, 
since  he  owns  only  about  a  5%  equity  stake  in  the  reconsti- 
tuted Canaiy  Wharf. 

Separately,  Reichmann  also  has  revived  one  of  his  Mexican 
projects  and  is  scouting  new  investments.  The  odds  are 
against  his  building  a  second  company  the  size  of  o&y  or 
regaining  billionaire  status.  Nor  vdll  he  ever  again  be  re- 
garded as  a  great  business  sage.  At  age  66,  however,  Reich- 
mann remains  what  he  has  long  been:  one  of  the  most  re- 
sourceful and  resihent  entrepreneurs  of  the  20th  century. 
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INVESTIGATIONS 


SKELETONS  IN 

MACK  McLARTY'S  CLOSET? 

Troubling  questions  about  the  Arkla  ex-CEO  and  old  Clinton  pal  haunt  the  White  Houst 


Around  the  Clinton  White  House, 
he's  known  as  "Mack  the  Nice" — 
one  of  the  few  close  Pi"esidential 
pals  from  Arkansas  who  hasn't 
been  ensnared  in  an  ethics  controversy. 
But  it  turns  out  that  there  are  troubles 
in  the  past  of  Presidential  Counselor 
Thomas  F.  McLarty  III,  a  wealthy  busi- 
nessman who  served  as  Chief  of  Staff 
in  the  fii'st  18  months  of  Bill  Chnton's 
Pi"esidency.  And  those  woes  may  have 
disqualified  him  from  a  higher-ranking 
Cabinet  post. 

BUSINESS  WEEK  has  learned  that 
McLarty  asked  to  be  named  Commerce 
Secretaiy  or  Ambassador  to  Mexico  in 
Clinton's  second  term  but  his  efforts 
sank  under  the  weight  of  questions  sui-- 
rounding  a  bribery  scheme  in  Oklahoma 
while  he  was  CEO  of  Ai'kla  Inc.,  then  a 
$3  billion  producer  and  distributor  of 
natural  gas  based  in  Shi"eveport,  La.  A 
senior  White  House  official  acknowledges 
that  McLarty's  name  had  been  floated 
for  a  Cabinet  post.  But  Senate  Demo- 
crats told  the  White  House  he  couldn't 
be  confirmed. 

SIDELINED.  Instead,  McLarty,  a  Clinton 
buddy  since  kindergarten  and  a  prodi- 
gious fimd-raiser  for  his  pal,  has  settled 
for  a  lower-profile  appointment  as  Special 
Envoy  to  Latin  America.  McLarty  con- 
sideretl  leaving  Washington,  but  accepted 
the  job,  which  doesn't  require  Senate 
confirmation,  after  the  President  pre- 
vailed upon  him  to  stay.  A  White  House 
soui'ce  says  it's  no  more  than  "a  new  title 
to  for-malize  the  role  he's  been  playing  for 
two  years."  In  effect,  McLarty  is  per- 
manently sidelined. 

The  tangled  tale  of  McLarty's  past  in- 
volves an  Oklahoma  lawyer  jailed  for 
bribing  a  utility  regulator  and  a  tiny  out- 
fit that  threatened  to  e.xpose  alleged 
wrongdoing  by  some  of  Oklahoma's  cor- 
[X)rate  eUte.  Some  were  business  pailners 
of  Ai-kla.  It  also  raises  questions  about 
whether  the  late  Commerce  Secretary 
Ronald  H.  Brovra  saved  McLaity  from  a 
scandal  by  pulling  strings  that  also  en- 
riched Brown  and  his  son. 

In  a  statement,  McLarty's  lawyer 


strongly  denies  that  the  Arkla  matter 
affected  decisions  regarding  his  Admin- 
istration duties.  "It  is  patently  false  to 
suggest  that  Mr.  McLaity  was  prevented 
from  being  named  to  a  Cabinet  or  am- 
bassadorial position  in  the  Clinton  Ad- 
ministration for  any  reason,says  William 
W.  Taylor  III.  "Mi-.'  McLarty  is  confident 
that  he  would  have  been  confiiTned  had 
he  imdertaken  such  an  assignment."  But 
a  Democratic  Senate  soui'ce  asserts  that 
McLaily  "couldn't  get  confinned  if  his 
life  depended  on  it." 

At  issue  is  Ai'kla's  alleged  role  in  a 
scheme  by  Oklahoma  utilities  to  bribe 
members  of  the  Oklahoma  Corporation 
Commission.  A  second  probe  in  the  Ok- 
lahoma U.  S.  Attorney's  Office  focuses 
on  close  associates  of  Brown  who  ac- 


quired a  natural-gas  company  anci 
doing,  stopped  a  court  case  thai 
have  embaiTassed  McLaity  and 
now  called  Nor  Am  Energy  Corp. 

The  tale  began  on  Apr  4,  19s'.i 
Arkla  execs  called  on  Oklahoma 
ration  Commissioner  Robert  Anil 
GOP  public  utihty  regulator.  The 
handed  over  an  envelope  stuffetl  \[ 
$100  bills  and  several  checks  wiittn 
to  Anthony's  campaign  fund,  ai  ( 
to  documents  on  file  with  the  ii( 
thony  had  just  won  election  to  a  ^ 
term  as  a  commissioner,  but  OkJ ; 
law  bars  campaign  contributiontf 
regulated  corporations  to  elected 
tors.  In  tape  recordings,  Anthon.^n 
sure  the  execs  knew  it  was  iiii" 
One  $500  check  came  from  T. 
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lea,  then-president  of  Arkansas 
isiana  Gas  Co.,  a  unit  of  Arkla,  which 
^^arty  then  headed.  When  McLarty 
red  to  Washington  in  1993,  Honea 
;eeded  him  and  continues  today  as 
Am  chairman. 

lorAm  says  it  unintentionally  ran 
il  of  the  law  prohibiting  donations 
egulators.  McLarty,  through  another 
yer,  Leslie  M.  Berger,  denies  any 
wledge  of  improper  payments.  A 
Am  spokeswoman  denies  Honea  and 
company  intended  the  cash  as 
)es,  saying  it  was  meant  as  legal 
;ributions. 

lut  unknown  to  Arkla,  Anthony  se- 
ly  taped  that  visit,  and  others  for 
FBI.  In  1994,  a  corporation  commis- 
er  and  William  L.  Anderson,  a  lawyer 
•etainer  to  Southwestern  Bell,  Okla- 
la  Natural  Gas  (ong),  and  Arkla,  were 
dcted  on  charges  related  to  payment 
acceptance  of  a  bribe  to  swing  a  $30 
ion  rate  dispute  in  favor  of  South- 
tern  Bell,  which  wasn't  prosecuted 
denies  wrongdoing. 
ntAVESTY."  Arkla's  alleged  involve- 
t  never  surfaced  in  Anderson's  trial, 
igh  an  FBI  wiretap  request  once  list- 
wo  Arkla  execs  as  subjects  of  an  in- 
igation.  Justice  Dept.  documents 
V,  and  lawyers  familiar  with  the  case 
they  were  told,  that  prosecutors  in- 
led  to  indict  some  managers.  But 
id  jury  indictments  handed  down  in 
1993 — five  months  after  CUnton 


took  office — didn't  name  any  execs.  Says 
Anderson's  trial  lawyer  Stephen  Jones, 
now  defending  alleged  Oklahoma  City 
bomber  Timothy  McVeigh:  "It's  a  trav- 
esty of  justice  that  no  one  else  was  pros- 
ecuted. If  Bill  Anderson  is  guilty,  then 
some  company  officials  are  just  as  guilty 
because  he  was  acting  on  their  behalf." 

The  whole  affair  would  have  disap- 
peared altogether  if  it  weren't  for  Tlilsa- 
based  Creek  Systems,  a  tiny  natural-gas 
company  that  sells  to  large  utilities  such 
as  ONG.  When  Commissioner  Anthony 

revealed  in  late  1992  his   

cooperating  role  in  the 
federal  bribery  probe. 
Creek's  owners  acted. 
Creek  sued  Anderson, 
claiming  bribes  were 
paid  commissioners  to 
favor  ONG  in  a  dispute 
over  payments  to  Creek. 
In  a  second  case.  Creek 
alleged  improper  com- 
munications between 
regulators  and  utilities. 

But  on  Nov.  9,  1993,  a  day  before 
that  potentially  explosive  case  was  to 
be  heard  in  open  court.  Creek  was  ac- 
quired by  Eugene  and  Nora  Lum  and 
W.  Stuart  and  Linda  Price,  all  of  whom 
have  close  ties  to  Democratic  Party  of- 
ficials. Stuart  Price  had  been  the  1992 
Clinton  campaign's  Oklahoma  finance 
chairman.  The  Lums,  Hawaii  residents 
and  well-known  Democratic  fund- 


ches  From  Oklahoma 


A  timely  deal  by 

Democratic 
insiders  may  have 
spared  McLarty  a 
controversy  in  1993 
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CREEK  SYSTEMS 

In  1993,  this  small 
naturai-gas  company 
claimed  regulators 
favored  Oklahoma 
Natural  Gas  because 
of  the  payment  of 
bribes.  After  Creek 
took  depositions  and 
revealed  its  intent  to 
file  civil  racketeering 
charges,  ONG  began 
to  explore  settlement 
talks 


DYNAMIC 

ENERGY 

RESOURCES 

Party  fund-raisers  Lin- 
da and  W.  Stuart  Price 
(above)  and  Nora  and 
Eugene  Lum,  formed 
it  to  buy  out  Creek  and 
end  all  claims  agauist 
ONG-a  day  before  the 
case  was  to  be  heard. 
The  new  owners  got  a 
$12  million  windfall 
iTom  ONG  contracts 


raisers,  were  close  to  Ron  Brown. 

The  Lums  and  the  Prices,  as  Creek's 
new  owners,  immediately  dropped  the 
case  against  ong — only  houi's  before  the 
case  could  have  resulted  in  testimony 
embarrassing  to  McLarty,  Arkla,  and 
ONG.  Notes  Ronald  G.  Miller,  a  former 
co-owner  of  Creek:  The  discovery 
process  "came  up  with  quite  a  lot  of 
mention  of  Aj'kla." 

What's  more,  documents  supplied  by 
ex-Creek  employees  show  that  the  Creek 
sale  was  financed  in  an  unusual  way.  The 
  vehicle  used  as  the  buy- 
er. Dynamic  Energy  Re- 
sources Inc.,  was  created 
by  the  two  couples  a 
few  weeks  eai-Uer. 

In  exchange  for  with- 
di-awing  the  lawsuit,  ONG 
offered  Creek's  new 
ovraers  a  lucrative  con- 
tract in  which  it  would 
pay  well  above  spot 
prices  for  Creek's  natur- 
al gas — terms  not  of- 
fered to  the  previous  owners.  Out  of  hun- 
dreds of  contracts  ONG  has  with  gas 
suppliers,  only  two  others  have  similar 
terms,  says  owi  spokesman  Don  Sherry. 
The  Lums  and  Prices  used  the  proceeds 
to  finance  the  original  .$10  million  pur- 
chase of  Creek  and  eventually  pocketed  a 
windfall  profit  of  $12  million.  Creek  then 
had  annual  sales  of  about  $600,000,  but  it 
was  $3  milhon  in  debt  and  was  losing 
money.  Sherry  admits 
Dynamic  "got  a  good 
contract"  that  made  the 
deal  possible  but  denies 
ON(i  awarded  it  to  avoid 
damaging  litigation. 

occ  staff  reviewed 
the  contract  and  in  De- 
cember, 1996,  found 
nothing  unusual.  A 
summaiy  of  the  staff's 
report  was  made  avail- 
able to  BUSINESS  WEEK, 
but  the  commission  re- 
fused to  release  the  full 
report.  Commissioner 
Ed  Apple,  who  asked 
for  the  review,  says  he's 
satisfied  ong  didn't  im- 
properly pass  on  costs 
to  consumers,  but  "we 
are  not  a  criminal  en- 
forcement agency.  A  lot 
of  curious  things  are 
going  on  with  compa- 
nies that  did  business 
with  ONG.  It's  a  dis- 
turbing situation."  ong 
spokesman  Sherry  de- 
nies wrongdoing,  adding 
that  ONG  "hasn't  re- 
ceived even  a  phone 
call  on  any  of  this  from 


RONALD  BROWN 

Employees  at  Creek 
say  that  the  Lums  told 
them  they  were  acting 
on  behalf  of  the  late 
Commerce  Secretaiy. 
BrowTi  associates, 
including  his  son 
Michael,  joined  the 
company  or  its  board. 
Michael  Brown 
received  5%  of  the 
stock  and  $150,000 
in  dividends 
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a  state  or  federal  investigative  agency." 

Now,  Justice  law^yers  aim  to  learn 
more  about  that  unusual  deal.  And  An- 
thony is  pursuing  his  own  probe:  "I'm 
saying  Arkla,  Oklahoma  Natural  Gas, 
and  Southvi^estem  Bell  engaged  in  illegal 
conduct  that  might  have  harmed  ratepay- 
ers." All  deny  that. 

In  addition,  federal  investigators  are 
looking  into  Whether  proceeds  of  the 
Creek  deal  flowed  to  Ron  Brovm  through 
his  son  Michael,  who  got  5%  of  the  stock 
in  Dynamic  Energy,  a  board  seat,  and 
$150^000  in  dividends.  At  the  time, 
Michael  was  a  sti-uggling  young  Wash- 
ington (D.  C.)  lawyer.  But  Michael 
McAdams,  a  former  Creek  vice-president 
who  stayed  on  to  work  for  the  Lums, 
told  BUSINESS  WEEK  the  Lums  made  it 
plain  to  him  "that  they  were  acting  di- 
rectly on  behalf  of  Ron  Brown."  In  Au- 
gust, 1993,  Secretaiy  Brown  hii-ed  the 
Lums'  daughter,  TVisha,  as  an  aide. 
McAdams  says  he  took  numerous  phone 
calls  for  Nora  Lum  from  Washington  of- 
ficials, including  Browm. 

The  late  Commerce  Secretary's  lawyer, 
Reid  Weingarten,  says  Brown  received 
no  money  from  the  Lums  or  Dynamic, 
nor  was  he  involved  in  Dynamics'  affairs. 
"If  there  was  a  financial  arrangement 
between  father  and  son,  such  as  to  pay 
off  college  loans,  that  is  a  private  family 
matter,"  Weingarten  adds.  Despite  re- 
peated attempts,  Michael  Brown  couldn't 
be  reached  for  comment.  Nor  could  Ber- 
ger,  who  represents  Brown  as  well  as 
McLaily,  reach  Brown  for  comment. 
"STILL  VERY  ACTIVE."  A  special  prose- 
cutor requested  by  Attorney  General 
Janet  Reno  was  focusing  on  the  Lums' 
involvement  with  Ron  Brown  until  his 
death  in  an  April,  1996,  plane  crash  in 
Croatia.  Records  show  Brown's  and  the 
Lums'  personal  finances  and  documents 
were  subpoenaed  by  Independent  Coun- 
sel Daniel  A.  Pearson,  who  has  turned 
over  his  case  to  Justice.  Pearson  refuses 
to  comment,  but  a  source  familiar  with 
his  case  says  it  "is  still  very  active." 

Dynamic  declared  bankruptcy  in  Sep- 
tember, 1995,  with  debts  of  $1.6  million. 
Lawyers  for  the  Lums  and  Prices  say 
the  four  were  not  acting  on  anyone's  be- 
half and  did  nothing  wrong. 

ONG,  Arkla,  and  McLarty  all  say  the 
idea  that  ong  arranged  a  sweetheart 
deal  to  benefit  itself  and  Arkla,  save 
McLarty  from  scandal,  and  line  the  pock- 
ets of  powerful  Democrats  is  preposter- 
ous. But  some  federal  investigators,  an 
Oklahoma  regulator,  and  former  em- 
ployees of  Creek  believe  just  that.  The 
irony:  If  the  deal  was  designed  to  shield 
McLarty,  it  failed. 

By  Paula  Dwyer  in  Washington 


DEALS 


GREEN  EYESHADES  AND 
PRIVATE  EYES? 

Coopers  &  Lybrand  bows  out,  but  Kroll  Associates  is  still  in  p 


Sam  Spade  would  be  amazed.  To- 
day's private  investigators  are  flour- 
ishing, reflecting  surging  demand 
for  security,  due-diligence,  and  fraud- 
prevention  services.  That  demand  is 
being  felt  at  privately  held  Kroll  Asso- 
ciates Inc.,  the  world's  largest  inves- 
tigative concern,  which  has  been  ex- 
ploring a  buyout  or  strategic  alliance 
with  several  financial  and  accounting 
firms,  BUSINESS  week  has  learned.  Coop- 
ers &  Lybrand,  the  Big  Six  accounting 
firm,  was  negotiating  to  acquire  Kroll 
but  recently  broke  off  talks,  at  least 
about  an  outright  purchase. 

A  spokesman  for  Coopers,  a  private 
partnership,  declined 
comment.  Founder 
Jules  B.  Kroll,  55,  says: 
"We  have  had  a  record 
year  and  have  had  se- 
rious discussions  in 
1996  with  parties  in- 
terested in  an  alliance 
with  the  firm,  includ- 
ing some  Big  Six  firms. 
But  we  have  not  con- 
cluded a  deal  with  any- 
one." Kroll  officials 
note  that  revenues 
rose  25%.  Sources  say 
Kroll's  1996  revenue- 
topped  .$75  milhon. 

Maurice  R.  Green- 
berg,  chairman  of  in- 
surer American  Inter- 
national Group  Inc.,  which  owns  a  25% 
stake  in  KroU,  says:  "We  wouldn't  stand 
in  [Kroll's]  way"  as  long  as  any  deal 
also  makes  sense  to  aig.  Spokespersons 
for  Price  Waterhouse,  Ernst  &  Young, 
and  Deloitte  &  Touche  declined  com- 
ment. Arthur  Andersen  and  kpmg  Peat 
Manvick  could  not  be  reached. 

Sources  say  Kroll  would  complement 
a  Big  Six  firm  in  a  number  of  ways. 
Kroll  has  broad  expertise  in  fraud  de- 
tection, a  hot  competitive  niche  that  ac- 
countants call  "forensic  accounting." 
Thanks  to  recent  highly  publicized  fi- 
nancial scandals,  including  Kidder, 
Peabody  &  Co.  and  Barings  PLC,  forensic 
accountants  and  auditors  have  emerged 
as  the  profession's  stars.  New  rules  have 
assigned  accountants  greater  responsi- 
bility to  root  out  fraud  when  conducting 


audits  than  was  previously  the 
Coopers  has  quintupled  its  forensic 
diting  staff  to  nearly  400  since  1992. 
other  j-eason  to  boost  fraud-detectior 
pabilities:  In  the  wake  of  finar 
debacles,  accountants  are  almost 
tinely  sued,  even  though  clients 
have  hidden  relevant  information 
them.  Coopers  and  Deloitte  &  Tou 
for  example,  were  auditors  for  Bar 
and  have  been  named  in  negligence 
suits  in  connection  with  the  1995  der 
VENDORS,  TOO.  Kroll  and  other  in 
tigative  firms,  meanwhile,  have  recc 
launched  sophisticated  new  services 
set  up  databases  of  knov\m  crimina 
help  clients  avoid 
ing  business  with 
tomers,  vendors, 
others  with  quest 
able  backgrounds, 
mirror  closely  the 
counting  firms'  fo 
sic-auditing  activi 
"The  remarkable 
is  that  both  comps 
and  government 

JULES  KROLL 

"We  have  had 
serious  discussi( 
...but we  haven 
concluded  a  dea 
with  anyone" 

cies  don't  even  attempt  to  find  out 
they're  doing  business  with, 
Thomas  D.  Thacher  II,  president 
CEO  of  New  York-based  Thacher 
ciates,  a  due-diligence  firm. 

Still,  some  experts  say  a  Big  I 
Kroll  alliance  could  create  conflictsj 
ticularly  if  a  Kroll  probe  led  tc 
door  of  a  major  accounting  client.  I 
LaviTence  J.  Tell,  a  vice-preside] 
the  Investigative  Group  based  in 
ington,  says:  "We've  found  that 
forensic  accountants  and  other  pr| 
sionals  to  our  own  investigative 
on  a  project-by-project  basis  is 
effective." 

Either  way,  it's  clear  that 
counting  w\\\  never  be  the  same. 

By  Phillip  L.  Zweig,  with  WiiC 
Glasgall,  in  New  York 
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Why  did  one  copier  line 
win  38  awards 
in  the  past  two  years? 
jPI         Sell  350,000  units 
in  the  past  five  years? 
And  enjoy  a  sales  increase 
3  times  better  than 
idustry  average  in  one  year? 

Why? 

36  not  ail  copiers  are  IVIinolta. 
Call  1-800-9-MINOLTA 
www.minoltausa.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Camcorders 
Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


MINOLTA 


BECAUSE  NOT  ALL  COPIERS  ARE  MINOLTA! 


Finance 


CORPORATE  FINANCE 


DID  RON  ZAP 
HIS  GASH  TAP? 

Perelman's  Marvel  deal  may  imperil  his  reliance  on  debt 


Ronald  0.  Perelman  is  a  creature  of 
debt.  A  raffish  corporate  raider  in 
the  1980s,  he  went  on  to  use  other 
people's  money  to  amass  a  $5  billion  em- 
pire comprising  such  name  brand  com- 
panies as  Revlon,  Coleman,  Consolidated 
Cigar,  and  Marvel  Entertainment.  Since 
then,  he  has  become  a  highly  successful 
and  fiscally  reliable  corporate  chieftain — 
never  missing  an  interest  payment. 

On  Dec.  27,  however,  Perelman  did 
just  that,  which  could  imperil 
his  ability  to  keep  relying  on 
other  people's  money.  Because 
of  a  severe  cash  crunch,  Marvel 
Entertainment  Group  filed  for 
Chapter  11.  That  wiped  out 
most  of  the  value  of  the  $925 
million  in  outstanding  Marvel  pa- 
per, devastating  bondholders. 
Underwriters  of  the  Marvel 
bonds — Merrill  Lynch  &  Co.  and 
Bear,  Steams  &  Co. — were  also 
caught  with  large  inventories  of 
Marvel  bonds,  say  Wall  Street 
sources. 

Most  upsetting  to  bondhold- 
ers, including  Carl  C.  Icahn,  who 
has  a  25%  stake  in  the  debt,  is 
the  stingy  deal  Perelman  is 
pushing  on  them.  It  would  radi- 
cally shrink  their  claim,  from 

80%  of  Marvel  stock,  which   

backs  the  bonds,  to  only  16%.  Some 
bondholders  believe  Perelman  is  giving 
himself  a  sweet  deal  by  keeping  con- 
trol of  the  company  while  paying  them 
peanuts.  They  point  to  Marvel  stock, 
which  still  trades  at  just  over  $2,  while 
Perelman's  deal  is  worth  only  87^  a 
share.  "Even  the  market  is  saying  that 
Marvel  is  worth  substantially  more  than 
he's  offering,"  says  one  trader 
REPUTATION.  But  the  larger  issue  is 
whether  the  wrath  of  the  Mai^vel  bond- 
holders wiW  damage  Perelman's  hard- 
won  reputation  and  impair  his  ability  to 
raise  funds  going  forward  for  his  other 
companies.  "I  wouldn't  lend  him  money 
in  the  future,"  says  an  angry  Marvel 
institutional  bondholder.  Adds  a  banker: 
"He's  damaged  his  financing  franchise." 

Perelman  will  find  out  soon  enough. 
His  most  pressing  concern  is  $1.1  billion 


in  Revlon  Worldwide  zero-coupon  bonds 
due  in  March,  1998,  and  $210  million 
due  in  Coleman  zero-coupon  bonds  in 
May,  1998.  Like  Marvel  paper,  these 
bonds  were  issued  by  shell  holding  com- 
panies with  no  income  or  operations  and 
backed  by  the  stock  of  the  operating 
companies,  not  by  MacAndrews  & 
Forbes,  Perelman's  main  company. 

Some  bondholders  worry  that  if 
Perelman  is  willing  to  stiff  Mai-vel  bond- 


As  for  the  current  bondholdes, 
scoffs  at  their  concerns.  He  s(s 
as  vultures  after  a  quick  bi:l 
bought  the  bonds  recently  at  dt 
prices.  More  important  are  tho: 
buyers,  a  group  of  20  sophistiil 
vestors  who  knew  what  they  \a 
ting  into  and  who  have  long  s/« 
the  debt,  says  Gittis.  Icahn  has 
plan  for  keeping  Marvel  afloat,  r 
tis.  "Bondholders  ought  to  he 
that  Ron  is  willing  to  put  up  . 
Hon  in  cash  to  save  this  compay. 
of  others  would  just  let  it  go  ix 
SMALL  STAKE.  Perelman's  Mate 
ings  began  unraveling  last  )t 
when  the  company's  cash  flow  ri 
Between  October  and  Deceioi 
stock  fell  from  8  to  2.  At  a  a 
with  bondholders  in  Novembeial 


PERELMAN:  "/  wouldn't  lend  him  money  in  the  future,"  says  one  ayigry  bond), 


holders,  he  also  might  treat  Revlon  and 
Coleman  bondholders  the  same  way  if 
those  companies  got  into  trouble.  They 
see  Perelman  as  more  eager  to  maxi- 
mize his  gains  at  the  expense  of  in- 
vestors and  creditors  than  protecting 
his  reputation. 

Howard  Gittis,  Perelman's  chief  lieu- 
tenant, responds  that  Perelman  will 
have  no  trouble  raising  funds.  First 
Nationwide,  Perelman's  California 
thrift,  is  close  to  selling  over  $200  mil- 
lion in  securities  with  no  difficulty,  says 
Gittis.  He  insists  that  only  two  other 
bonds  were  affected  by  the  Marvel  de- 
fault: the  Revlon  and  Coleman  stock- 
backed,  zero-coupon  bonds  issued  by 
holding  companies  in  1993.  "We  intend 
to  pay  the  Revlon  and  Coleman  bonds 
off  in  cash  in  full  when  they  are  due," 
he  says. 


hattan's  Waldorf  Astoria,  Git  i  i 
a  Perelman  "rescue"  of  the  c  i 
exchange  for  Perelman  puttint' 
Hon  into  Marvel  to  keep  it  nn 
bondholders'  collateral,  which  i 
covenants  stated  was  Perelnii 
of  Marvel's  stock,  would  shrin 
and  Perelman  would  keep  80' 

Icahn  has  proposed  raising 
lion  for  Marvel  in  the  market.  5i 
the  bonds  trading  dovm  since  ■ 
bought  them,  he  already  is  1 
over  $10  million  in  losses,  s; 
sources.  "Icahn  has  limited  i 
ability,"  says  Angela  Uttaro,  . 
at  Gi-untal  &  Co.  "Ron  Percl 
control  of  the  situation." 

For  bondholders,  that  n,y 
mixed  blessing.  When  invest  g 
side  Perelman,  it's  clear  he  cuf 

By  Leah  Nathans  Spiro  in 
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'h(5  Flret  &ue'meee  \Neek/ Architectural  Kecord  Awarde. 
%ere  the  world  celebratee  the  tie  between  deelqn  and 

the  bottom  line. 


Creative  management  practicee  and  dee\o^n  solutions  ^o  hand  in  liand  in  achieving 
e>'\neee  eucceee.  The  Business  Week/Architectural  Kecord  Awarde,  eponeored  by 
e  American  Institute  of  Architects,  will  recognize  the  best  expressions  of  client 
ais  through  architecture,  rewarding  the  entrepreneurial  spirit  in  both  management 
chniq^ues  and  physical  form. 

This  annual  International  awarde  program  will  acknowledt^e  achievement  in  a 
tnber  of  categories,  Including  design  that  supports  alternative  work  practices  and 
reaeed  productivity.  Architecture  and  design  in  support  of  a  new  corporate  image 
changing  corporate  culture.  Architecture  in  support  of  corporate  or  institutional 
ovation,  industrial  practices,  and  new  work  tools. 

Ninnere  will  be  featured  in  both  publications,  read  by  a  combined  audience  of  over  six 
lion  of  the  most  influential  people  in  business  and  design.  If  your  project  has  made 
I '  bottom  line  more  beautiful,  call  ]-d£>&-242-42AO  or  visit  our  web  site  at  www.a\a.orq^ 
j  full  entry  information.  Deadline  for  registering  to  enter  is  March  17, 1997.  Entry 
5  are  due  April  \bth.  AIA,  1735  New  York  Ave.,  NW,  Washington,  D.C.  2000e. 

I 

jtCHITECTURAL  RECORD  the  American  institute  of  architects 


BusinessWeek 


Inside  Wall  Street 


BY  GENE  G.  MARCiAL 

GENESCO:  WHY 
THE  SHOE  FITS 

As  the  market  soars  ever  higher,  in- 
vestors are  bidding  up  the  prices 
of  "fallen  angels" — former  highfliers 
that  suddenly  fell  from  gi'ace.  One  is 
Genesco  (oco),  which  makes  and  sells 
such  shoe  bi'ands  as  Dockers,  Johnston 
&  Murphy,  and  Nautica,  along  with 
Laredo  and  Larry  Mahan  boots. 

The  company  hit  the  skids  in  1994 
because  of  cheap  foreign  rivals.  The 
shares  tumbled  to  IX  in  December  of 
that  year.  Now,  Genesco  is  making  a 

GEHING  BACK  IN  STRIDE 


JAN. '93         DEC. '94         JAN. 7, '37 
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comeback  after  a  two-year  restructur- 
ing. A  big  part  of  the  strategy  is  to 
rely  on  global  outsourcing  to  cut  costs 
and  meet  foreign  competition. 

"There  ai'e  several  things  going  for 
Genesco,"  says  a  Cahfornia  investment 
manager  who  has  been  buying  shares. 
"The  company  is  back  in  the  black,  the 
stock  is  cheap,  and  it's  a  potential 
takeover  target  for  the  likes  of  Nine 
West  Group  and  Stride  Rite."  Genesco 
stock  started  picking  up  steam  last 
summer  and  closed  at  9  on  Jan.  7.  This 
money  manager  figures  Genesco  is 
worth  18  in  a  buyout. 

Analyst  Steve  Marotta  of  Auerbach 
Pollak  &  Richardson  in  Stamford, 
Conn.,  rates  it  a  buy  on  fundamentals. 
But  he  doesn't  think  investors  who  see 
Genesco  as  buyout  bait  ai"e  barking  up 
the  wi'ong  tree.  Marotta  thinks  Genes- 
co would  be  an  ideal  fit  for  Nine  West, 
if  Nine  West  wanted  to  vriden  its  I'each 
from  women's  to  men's  shoes. 

Genesco  sells  85%  of  its  output 
wholesale  and  the  rest  through  its  475 
retail  stores.  Nine  West  sells  shoes 
through  department  stores  and  its  own 
943  shops. 


Genesco's  turnaround  started  in 
April,  says  Marotta,  and  evidence  that 
the  process  was  complete  came  when 
thii'd-quailei"  earnings  outran  analysts' 
projections:  23(2  a  share  vs.  17?  of  a 
year  ago.  Based  on  the  thii"d  quarter's 
strength,  he  raised  his  1997  estimate  to 
690,  from  63(2,  and  his  1998  numbers  to 
80(2,  from  75(2.  Genesco  Chairman 
David  Chamberlain  wouldn't  comment 
on  whether  he  has  had  talks  with  suit- 
ors, but  he  insists  that  Genesco  isn't 
for  sale. 


A  SCRAMBLE'  AHEAD 
FOR  USLIFE? 

There  is  "only  one  reason  why  I  have 
acquired  a  large  stake  in  uslife — 
prospects  of  a  takeover,"  says  one  big 
value  investor,  a  partner  in  a  New 
York  investment  fii-m.  USLIFE  (USH),  a 
major  provider  of  individual  and  gi'oup 
Ufe  insui'ance  and  annuities,  "has  all 
the  enticing  features  that  a  buyer 
would  want  in  an  insurance  company." 

Some  big  attractions:  The  company 
is  cash-rich.  And  the  stock,  now  at  34  a 
share,  is  trading  at  around  its  book 
value.  What's  more,  he  notes,  uslife 
has  a  huge  bond  portfolio  with  long 
matiuities,  which  have  increased  in  val- 
ue as  interest  rates  have  dechned  and 
are  not  included  in  the  book  value. 

This  investor  says  CEOs  of  other  big 
insurers  he  has  talked  to  say  they 
want  to  go  after  uslife  because  of  its 
size:  Total  revenues  last  year  topped 
$1.7  bilhon,  and  assets  were  nearly  $8 
billion.  Merging  wath  such  a  large  fiiTO, 
he  explains,  would  }-esult  in  huge  sav- 
ings by  eliminating  duplication. 

"The  stock  is  an  unmitigated  bar- 
gain" at  its  cuiTent  price,  says  this  pro. 
He  figiu'es  uslife  is  worth  50  to  52  a 
shai'e  in  a  takeover,  based  on  a  project- 
ed price-earnings  ratio  of  15  and  on  es- 
timated 1997  earnings  of  $3.45  to  $;3.50  a 
share.  He  concedes,  however,  that  us- 
life Chairman  Gordon  Crosby — who 
i-uns  the  company  as  tightly  as  he  did 
the  submarine  he  commanded  during 
World  War  II — seems  averse  to  a 
takeover  But  if  Crosby,  now  in  his  mid- 
70s,  showed  signs  of  quitcing  or  slowing 
down,  "offers  would  come  in  cfroves," 
according  to  this  investor.  Crosby  wasn't 
available  for  comment. 

Another  pro  who  is  bullish  on  the 
company — a  strategist  at  a  New  York 
investment  bank — says  he's  convinced 
"a  takeover  will  happen  sooner  or  lat- 
er," given  the  pace  of  consolidation  in 


the  industry.  "All  it  will  take  : 
some  company  to  throw  in  a  bi(  ; 
the  scramble  for  uslife  will  begi. 

BYPASSIHG 
THE  OPEN  HEART 

If  you  needed  to  have  bypass  sii 
wouldn't  you  prefer  a  procediij- 
didn't  I'equii'e  opening  up  your  cli 
stopping  your  heartbeat?  Such  ;i 
lutionai7  process,  which  requii'es 
three-inch  incision  between  yoiii 
means  fewer  risks  and  complicai 
says  Dr  Valamanur  A.  Subramv 
chairman  of  the  Surgery  D<  | 
Lenox  HOI  Hospital  in  New  Yoi  l 
pioneered  the  technique.  The  ] 
dure  requires  a  shorter  hospita^ 
and  costs  much  less,  he  adds. 

This  is  what  CardioThoracic^^ 
tems  (CTSi)  offers  thi'ough  its  mi  v 
ly  invasive  direct  coronary  arlci 
pass  (MiDCAB).  The  company  laii 
MIDGAB  on  Dec.  7 — six  months  ali 
schedule. 

"Orders  are  well  ahead  of  iv 
estimates  for  the  fii'st  quaiter  of 
says  analyst  Sam  Navairo  of  i-r  - 
rities,  who  says  he's  veiy  excite(  I 
the  prospects  of  CardioThoracic  ; 
system.  "Demand  among  doctni 
hospitals  for  the 
MIDCAB  is  explod- 
ing." Navarro 
foresees  sales  of 
$300,000  in  the 
fii-st  quarter.  For 
aU  of  1997,  Navar- 
ro expects  some 
7,000  cases  using 
MIDCAB,  producing 
sales  of  $11 
million  in  the 
U.  S.  Columbia/ 
HCA  Healthcare 
has  signed  a  pact 
to  use  MIDCAB  as 
its  preferred  by- 
pass method. 

NavaiTO  expects  the  company  ( 
in  the  black  next  yeai*  and  sees  ca 
of  10(2  a  share  on  total  worldwide 
of  $51.8  million.  "The  midcab  p 
will  tiuTi  the  world  of  revascula;  )i 
[open-heart  bypass  surgery  and 
plasty]  upside  down,"  he  says.  N. 
expects  the  stock,  now  at  20  and  t 
at  a  rich  multiple  of  200,  to  hit 
yearend.  "If  the  company  mainta 
leadership  in  the  field  and  achie\ 
numbers  we  see,  CardioThoracic 
veiy  easOy  go  to  40  in  1998,"  he 


HIGH  HOPES  »i 
SIMPLER  SUR 


b  cardiothora: 
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SOME  small  PACICAGE  carriers pj-efer 
10%  of  XHEIR  customers. 


^RPS  prefers  them  ALL. 


'  customer  counts. 

10,000  packages 
every  RPS  ^^.^^^ 
vergets  every 
■ervice. 


act  drivers 
eally  help. 

ontractors 
rd-working 
sionals  just  like 
xjr  satisfaction 
business. 


who  knows 
business. 

■  first  l-ielps 
ou  money 
nlines  your  shipping 
Ion.  Stiows  you 
ways  to  serve 
ustomers.  Sees 
ore  ttian  twice 


Answers  when  you 
want  them. 

Immediate  answers 
from  friendly  people. 

Get  delivery  date 
and  name  for  every 
package  delivered  — 
byptione,  fax,  mail, 
or  EDI  Free. 


And  you'll  prefer. 

Responsive  customer 
service.  24-hour  package 
tracing  hotline.  Saving 
time  on  your  loading  dock. 

Billing  options. 
Price  incentives. 
And  more. 


If  your  carrier  doesn't  give  vou  service  like  this, 
call  1 -80()-ROy\bPAIC  (762-3725)  for  the  preferred  treatment  you  deserve. 


Delivering  more  than  your  package; 


www,  shiprps.com 


Entertainment 


STRATEGIES 


IS  SHOWBIZ 

NO  BIZ  FOR  ITT? 

Its  forays  into  entertainment  have  met  trouble 


Few  chief  executives  have  had  ca- 
reers as  Forrest  Gump-like  as 
itt's  Rand  V.  Araskog.  In  the 
1970s,  when  conglomerates  were 
the  rage,  Ai-askog  ran  itt  as  the  defini- 
tive conglomerate,  with  divisions  doing 
everything  from  baking  Twinkles  to 
renting  Avis  cai's.  In  the  1980s,  Ar-askog 
discovered  the  art  of  the  deal  as  he  sold 
more  than  200  businesses.  By  the  1990s, 
ITT  was  a  lackluster  perforaner,  and  the 
well-paid  Araskog  became  the  poster 
boy  for  excessive  ceo  pay.  Again  he  re- 
made himself,  this  time  as  a  sharehold- 
er-retiu-n  ciiisader  who  spht  the  old  itt 
into  three  pieces  in  1995. 

Now,  Araskog,  65,  is  reinventing  iiT 
one  more  time.  The  idea  is  to  make  the 
much  pai-ed-down  itt  Coi-p.  a  glamorous 
gaming,  entertainment,  and  lodging  con- 
cern. Its  properties  include  the  Sheraton 
hotel  chain,  Caesars  World  casinos,  the 
New  York  Knicks,  and  half  of  the  MSG 
Network  cable  channel.  Its  flashy  new 
sign  atop  New  York's  Times  Square  was 
seen  by  millions  in  the  countdown  to 
1997.  Next  comes  WBis+,  a  business  and 
sports  television  channel  in  partnership 
with  Dow  Jones  &  Co.  that  debuts  in 
New  York  on  Jan.  21. 

But  so  far,  showbiz  hasn't  been  kind 
to  Araskog  or  irr's  shai-eholders,  though 


the  perfomiance  of  the  huge 
hotel  business  remains 
strong.  Even  before  it  hits 
the  air,  WBis+'s  future  is 
cloudy.  Combining  sports 
programming  from  itt's 
Madison  Squai'e  Garden  and 
Dow  Jones's  financial-news 
savvy  seems  like  a  winner. 
And  Ai-askog  is  counting  on 
cable  distribution  for  the 
broadcast  station  under  fed- 
eral "must-cany"  iiiles.  But 
the  U.  S.  Supreme  Court 
may  soon  revoke  must-cany 
as  a  violation  of  cable  oper- 
ators' First  Amendment 
rights.  That  would  leave 
Araskog  to  duke  it  out  with  such  gi- 
ants as  Rupert  Murdoch  and  Sumner 
M.  Redstone  to  win  space  for  WBis+  on 
crowded  cable  systems. 
A  SLUMP.  Ai'askog's  biggest  gamble  has 
been  on  his  five  U.  S.  casinos.  Poor  re- 
sults at  itt's  properties  in  Las  Vegas, 
Atlantic  City,  and  Tunica,  Miss.,  which 
the  company  blamed  on  increased  com- 
petition, construction  disruptions,  and 
just  plain  bad  luck,  helped  drive  down 
itt's  stock  37%,  to  about  42,  in  the  past 
six  months.  And  though  Ai'askog  and 
other  senior  executives  have  been  buy- 


ITT's  Big  Gamble 

After  spending  billions  since  1993  to  transform  itself  into  an 
entertainment,  gaming,  and  leisure-time  company,  ITT  is  expanding  its 
empire  further.  A  look  at  its  major  new  projects: 


PROPERTY 

PROJECT 

COST(MIUIONS) 

WBiS+  (NEW  YORK) 

New  TV  station 

$103.5* 

CAESARS  PALACE  (LAS  VEGAS) 

Three-year  renovation 

$900 

CAESARS  ATLANTIC  CITY 

Two-year  renovation 

$280 

DESERT  INN  (LAS  VEGAS) 

Two-year  renovation 

$160 

PLANET  HOLLYWOOD  (LAS  VEGAS) 

Two-year  construction 

$600-$700 

PLANET  HOLLYWOOD  (ATLANTIC  CITY) 

Two-year  construction 

$490 

*ITT's  share  of  acquisition,  not  including  partner  Dow  Jones  &  Go  's  half 

DATA  COMPANY  REPORTS 


ing  ITT  shares  on  the  AT  THE  BAjk 

open  mai-ket  in  recent  ^^^^^^ 
weeks  to  help  bolster 
the  stock,  ITT  shares  1 1 1  S  nev 
still  trade  well  below  at  New  Y 
their  level  of  48!^  at  festivitie 
the  spin-off.  Ai'askog  rpi  n 
declined  to  comment.   1  ot 

The  tough  times  inNewY( 
forced  itt  to  cancel  a 
$570  million  equity  offering.  Fail 
raise  more  equity  as  the  compai 
bai'ks  on  a  $2.7  billion  spending 
its  entertainment  and  gaming  j 
ties  prompted  Standard  &  Poor's 
the  heavily  leveraged  itt  on  a  m 
outlook.  "Their  credit  ratios  are  a 
than  then-  major  competitors',"  sa 
analyst  John  T.  Maxwell.  "The/i 
rying  more  debt  than  most  othe 
ing  companies.  The  outlook  su 
they  are  at  [their  bonowing]  lini 

But  itt  needs  to  spend  to  ( 
and  refui'bish  its  I'ecently  acquire 
nos.  Some  Caesars  rooms  haven 
renovated  in  20  years,  and  the  b( 
Desert  Inn  had  gi'own  shabby.  ~ 
cash  spent  on  renovation  and  ne 
stniction  has  taken  a  wrecking 
the  casinos'  bottom  lines.  In  191 
Desert  Inn  had  cash  flow  of  $23 
on  revenues  of  $181  milhon.  Ii 
Sckroder  Wertheim  &  Co.  gamii 
lyst  John  J.  Rohs  estimates,  the 
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$8  BILLION 
STRONG. 

MARKET 
LEADERS. 


CQUISITION 
EXPERTS. 


ot  surprisingly,  people  often 
mfuse  Tyco  International  witKi 
lat  otlier  Tyco,  the  fine  maker  of 
lildren's  toys.  We're  the  Tyco  that 
Tjoys  leadership  positions  in  each 
its  four  business  segments.  We're 
le  Tyco  that's  increased  its  market 
ipitalization  from  $400  million  to 
'er  $8  billion  in  just  over  a  decade. 


that  has  a  compounded  income 
growth  rate  of  21  %,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500®  —  a  better  record 
than  seven  of  Fortune  "  magazine's 
ten  most  admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  BW,  Exeter,  NH  03833. 

tuca 

mK.Jnternational  ltd. 


Unleashing  The  Power  Withtn 
http  ://www,ty  c  oi  nt 
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and  Safety  Services  Grinnell'AnsuI'Mather  &  Platt'Mueller'O'Donnell  Griffin.'Total  WalthefWormald  •Thorn  SecurityEa 
Electrical  and  Electronic  Components  Allied  Tube  &  Conduit  •S/rfipfe;  Jechno/og/es«  Tyco  Printed  Circuit  Group 
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Inn  lost  $2  million  on  revenues  of  $121 
million.  At  Caesars  Palace,  1996  esti- 
mated cash  flow  of  $120  million  is  ex- 
pected to  drop  to  $93  million  this  year, 
as  the  casino  adds  capacity. 

ITT  is  also  in  the  midst  of  building 
Planet  Hollywood  casinos  in  Las  Vegas 
and  Atlantic  City,  itt  is  shouldering  all 
the  costs  and  will  hand  Orlando-based 
Planet  Hollywood  International  Inc.  10% 
of  the  properties'  cash  flow  in  exchange 
for  use  of  the  name  and  a  promise  that 
glamorous  events  featuiing  stars  such  as 
Bnice  Willis  and  Demi  Moore  vAW  be 
held  at  each  casino  at  least  weekly.  The 
deal  also  stipulates  that  the  stars,  who 
may  include  such  lesser  lights  as  Char- 
lie Sheen  and  AUce  Cooper,  will  gamble 
and  spend  the  night  at  the  casinos. 
"itt's  plans  are  monumental,"  says 
Coopers  &  Lybrand  consultant  Michael 
French.  "I  think  it  is  risky." 

As  ITT  struggles  to  overhaul  and  ex- 
pand its  gaming  operations,  many  of  its 
senior  executives  are  leaving.  Industiy 
sources  say  many  chafed  under  the  rigid 
style  of  Ai'askog,  a  fomner  West  Point 
cadet,  and  his  deputy,  itt  President 
Robert  A.  Bovmian.  "Both  are  certainly 
taskmasters,"  says  an  itt  spokesman. 
"They  set  the  bar  very  high." 
GOOD  LUCK.  But  senior  itt  executives 
ai'e  unfamiliai'  with  the  industiy,  industry 
souiTes  say,  while  insistent  on  keeping 
cash  flow  up,  which  can  lead  to  bad  de- 
cisions. For  example,  to  dnim  up  traffic 
at  the  Desert  Inn,  itt  in  1995  signifi- 
cantly raised  the  betting  limits  and  cred- 
it lines  at  its  high-roller  baccarat  tables. 
It  also  changed  its  "settlement  tenns" — 
a  customer  betting  a  $;300,000  credit  line 
would  actually  receive  the  chips  at  a  big 
discount  if  he  promised  to  settle  the  debt 
within  30  days  or  so,  according  to  a  gam- 
ing executive  familiar  with  the  practice. 
Not  only  did  the  change  gi'eatly  increase 
itt's  exposui'e  to  gambling  losses,  but 
the  discount  meant  that  itt  can  lose 
money  even  on  gamblers  who  break 
even.  In  1995,  itt  was  lucky  and  did 
well  at  baccarat,  but  in  1996  that  luck 
ran  out.  "They  do  it  to  build  the  cash- 
flow numbers,"  says  the  executive.  "They 
ai-e  really  gambling,  rather  than  being  in 
the  gaming  business."  itt  says  it  discon- 
tinued the  practice  in  1996. 

With  construction  at  the  casinos  ch'ag- 
ging  on  into  1999,  itt  won't  be  seeing 
changes  in  its  fortunes  any  time  soon. 
But  its  spokesman  points  out  that  itt 
has  quieted  naysayer-s  befor-e:  After'  pay- 
ing a  widely  cr'iticized  $1  billion  for 
Madison  Square  Gar-den  in  1994,  itt  cut 
costs  and  impr-oved  the  proj^er-ty's  cash 
flow.  Now  Ai'askog  has  to  pull  off  more 
such  victories  in  his  latest  incarnation  as 
an  enter-tainment  bigwig. 

By  Elizabeth  Lesly  in  New  York, 
luith  Ronald  Grover  in  Los  Angeles 


STRATEGIES 


THIS  CAT 

KEEPS  ON  PURRING 

Despite  labor  woes,  Caterpillar's  plans  are  paying  off 


In  the  Kansas  City  (Mo.)  showroom 
of  Cater-pillar  Inc.  dealer  Dean  Ma- 
chinery Co.,  one  of  the  hottest-sell- 
ing products  has  nothing  to  do  vnth 
the  construction  equipment  for  which 
Cat  has  always  been  best  known.  The 
surprise  seller'?  Engines  that  gener'ate 
electr-icity.  With  local  buyers  snapping 
up  the  generators — four  of  the  five 
riverboats  in  the  Kansas  City  area  use 


them  for'  emer-gency  power,  for 
pie — sales  of  Cat's  engines  douh 
1996,  helping  fuel  a  record  year 
distributorship. 

While  the  strong  economy  is  al 
ing  i-ival  equipment  makers  De 
Co.  and  Case  Corp.,  a  flood  of  nev 
ucts  and  the  Suits  of  a  six-year 
spending  dr'ive  have  Caterpillai 
tear'.  After  tur-ning  in  a  19%  profit 
on  sales  up  12%  in  19i 
Peoria  company  should 
net  income  up  18%,  tc 
billion,  for  1996,  on 
gain  of  just  2%,  to  $1( 
lion,  according  to  Fin 
estimates.  That  handil 
the  expected  4%  ear-nin 
at  Case  and  the  16% 
at  Deere.  Deere  anc 
mainly  make  farm 
ments,  so  they  aren't  I 
rivals  for  Cat.  But  Ci 
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I  The  Future  Of  Digital  Imaging  ^  , 

^  Welcome  to  the  Aficio  Color  series.  From  Ricoh.  Vibrant  L 
color  that  delivers  eye-catching  presentations.  Connectablc 
r  copiers  that  turn  the  world's  smallest  toner  particles  into  the 
i's  finest  colors.  Digital  brainpower  that  offers  a  whole  new  arrav 
nage-manipulation  and  document-handling  options.  Effortless, 
ble.  Digital.  And  affordable.  Come  see  the  Aficio  Color  series  from 
1.  See  what  we  can't  show  you  here.  A  real  Aficio  color  copy 
1  800  63  RICOH.  Or  online  at  http://www  .ricoh.com 
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lar  faces  foiniidable  global  competition 
from  Japan's  Komatsu  Ltd.  Cat's  strong 
performance  came  despite  the  roughly 
40%  runup  in  the  value  of  the  dollar 
vs.  the  yen  in  the  past  18  months — a 
shift  that  made  Komatsu's  products 
more  competitive  internationally. 

It  has  been  a  stunning  surprise  for 
Wall  Street — and  for  Cat  itself.  In  late 
1995,  the  company  predicted  that  the 
U.  S.  economy  would  slide  into  a  reces- 
sion last  year,  dragging  down  sales  and 
profits.  But  after  Cat  proved  itself 
wrong,  its  shares  rose  28%  in  1996,  to 
75,  besting  a  gain  of  20%  for  the  Stan- 
dard &  Poor's  500-stock  index. 
STIFF  PRICE.  That  appears  to  be  reward 
enough  for  Donald  V.  Fites,  the  com- 
bative chainnan  and  ceo  who  has  led 
this  classic  American  manufacturer 
through  a  tumultuous  makeover  diu-ing 
his  six  years  at  the  helm.  At  a  time 
when  many  heartland  manufacturers 
closed  U.  S.  plants  and  shipped  produc- 
tion overseas,  Fites  decided  to  stay  put. 
He  set  a  strategy  aimed  at  maintaining 
a  competitive  domestic 
manufacturing  base — 
even  as  Cat  works  to 
boost  overseas  sales 
from  the  current  50% 
to  75%.  To  survive, 
however,  Fites  argued 
that  Cat  had  to  cut  its 
costs  and  bolster  its 
product  line. 

Today,  the  strategy 
appears  to  be  paying 
off,  although  at  a  high 
price:  Cat's  five-year- 
long cold  war  with  the 


COMBATIVE:  Fites  still 
needs  to  fi  nd  comrnoyi 
ground  with  the  UAW 

United  Auto  Workers 
over  wages  and  benefits 
remains  um-esolved.  Fites 
declined  to  speak  to  busi- 
ness WEEK.  But  Chief  Fi- 
nancial Officer  Douglas  R. 
Oberhelman  says  Cat  re- 
mains committed  to  the 
strategy,  despite  its  union 
woes.  "The  work  we  have 
done  the  last  four  years 
paid  off  in  a  big  way  in 
1996,"  he  says. 

The  fii'st  step  was  an 
intensive  six-yeai'  capital- 
investment  program  to 
make  manufactming  more 
flexible.  Because  it  can 
now  make  different  prod- 
ucts without  reconfigur- 
ing assembly  Hnes,  Cat 
has  cut  manufacturing  times  by  75%  and 
inventories  by  60%.  The  result:  Operat- 
ing margins  should  hit  more  than  12% 
for  1996,  up  from  5.4%  in  1993. 

Cat  has  also  added  220  new  or  up- 
graded products,  often  getting  new 
mileage  out  of  traditional  technologies. 
Although  Cat  has  long  built  engines  to 
go  inside  its  construction  equipment,  for 
example,  in  recent  years  engineers  have 
developed  engines  for  other  uses,  such 
as  generators,  heavy-duty  trucks,  and 
boats.  Now,  engines  account  for  25%'  of 
sales — and  that's  growing.  Oberhelman 
predicts  that  industry  sales  of  power- 
generating  engines  alone  will  triple  from 
theii-  ciu-rent  $5  biUion  in  the  next  5  to 
10  years.  A  little  innovative  thinking 
has  also  led  to  a  lateral  push  into  agri- 
cultui'al  equipment,  a  mai'ket  where  Cat 
was  long  only  a  minor  player.  Cat  trans- 
fen-ed  iubber  tracks — common  on  con- 
sti-uction  gear — to  faiTn  tractors,  which 
typically  mn  on  wheels.  The  tracks  cut 
soil  compaction,  improve  yields,  and  let 
fai-mei-s  work  theii'  fields  in  foul  weather. 


AS  CAT'S  EARNINGS 
RECOVER... 


...ITS  STOCK 
PLOWS  AHEAD 
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■OCLUOES  EXTRAORDINARY  $2.2  BILLION  CHARGE  FOR  ACCOUNTING  CHANGES 


Overseas,  demand  for  large,  h 
duty  construction  machinery  ii 
groviing.  So  Cat  has  added  distri' 
in  such  markets  as  China,  Russl, 
Vietnam.  "In  all  developing  com 
the  fii'st  thing  to  develop  is  the 
structure,"  says  Oberhelman. 

Although  Cat  has  come  a  long 
thi-eats  still  loom.  The  stronger  d( 
bound  to  bite.  And  some  analyst 
tion  that  the  investment  in  equi] 
has  left  Cat  less  flexible  than 
past.  The  logic?  Cat  can  lay  off  w( 
but  not  machines.  "On  the  dow 
everybody's  going  to  be  surprii 
how  ugly  it  gets,"  says  Lisa  Shall 
analyst  at  Sanford  C.  Bernstein 
With  Cat  saying  it's  expecting  d( 
for  machines  to  be  flat  in  1997  b 
of  a  slower  U.  S.  economy  and  mo 
worldwide  gi'owth,  analysts  for( 
stingy  1%  inci'ease  in  profits  this 
UNEASY  STANDOFF.  Perhaps  the  b 
unknown  is  how  the  continuing  d 
with  the  UAW  vdll  play  out.  Alt 
the  union  returned  to  work  in  E 
ber,  1995,  after  a  bitter  18-month 
its  members  refused  to  ratify  t! 
fi-ills  contract  offered  and  are  now 
ing  without  one.  "There  is  still  a 
tension,"  says  Randy  MoiTell,  pre 
of  the  UAW  local  in  Decatur,  111. 

Despite  the  uneasy  standof 
union's  return  has  helped  Cat 
sLU'ging  demand.  And  so  far,  it  ha 
able  to  play  hai'dball  with  the  unii 
win  virtually  eveiy  inning.  Duri 
strike,  Cat  maintained  productio 
the  UAW  retui'ned  to  work  under 
tially  the  same  terms  it  was  offer 
fore  the  strike.  Still,  Cat's  comm 
to  a  U.  S.  manufacturing  base  m( 
will  eventually  have  to  find  co 
ground  with  the  uaw,  which  repi 
about  24%  of  its  55,000  employe 
plans  to  keep  up  the  gains  in  int 
ing  new  products  depend  on  v 
participation  for  continued  succe; 

After  years  of  battle  and  a  ] 
defeat,  the  uaw  seems  ready  to 
ate  on  the  shop  floor,  even  if  tl 
sides  remain 
apart  at  the  barj 
table.  "Our  peoj 
absolutely  comnri 
making  inno^ 
quality  products, 
Morrell.  Both  m 
ment    and  the 
know  that  for 
continue  churnii 
successful  new 
ucts,  it  needs 
workers  to  make 
By  Peter  E 
in  C 
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brmation  Processing 


COMMUNICATIONS 


lULTING  THE  WALLS 
ITH  WIRELESS 

r  may  use  cellular  to  invade  the  Bells'  local-phone  turf 


"  hundreds  of  thousands  of  people 
1  developing  countries  and  for- 
ler  communist  states,  a  wireless 
done  is  a  basic  necessity.  In  those 
,  where  wired  phone  systems  are 
late  or  nonexistent,  wireless  tech- 
has  proved  to  be  a  quick  and 
isive  way  to  bring  phones  to  the 
.  Now,  'it  looks  like  the  U.  S., 
cellular  phones  remain  a  pricey 
to  one  of  the  world's  best  wired 

fl  A  WIRELESS 

;al-phone  system 

JLD  WORK 


cal-calling  market.  And  according  to  nu- 
merous industry  sources,  that's  just 
what  AT&T  is  pi'eparing  to  do.  The  com- 
pany, which  became  the  nation's  largest 
cellular  operator  with  the  purchase  of 
McCaw  Cellular  Communications  Inc. 
in  1994,  is  furiously  working  on  a  tech- 
nology that  would  allow  it  to  bypass 
the  wired  network  in  cities  and  towns 
across  the  nation. 

Using  a  combination  of  digital  cellular 


less  strategy.  But  hints  of  the  company's 
intentions  can  be  seen  in  at&t's  aggi-es- 
sive  bidding  in  auctions  for  PCS  spec- 
trum now  under  way  at  the  Federal 
Communications  Commission.  Through 
AT&T  Wireless  Services  (formerly 
McCaw),  the  company  paid  $1.7  biUion 
in  1995  to  buy  21  PCS  licenses  and  trad- 
ed for  two  more  in  1996.  Now,  it's  bid- 
ding more  than  $400  miUion  for  addi- 
tional ail-wave  capacity.  Would  it  be  for 
completing  a  wii-eless  "local  loop"?  Wire- 
less Services  Vice-Chairman  Wayne  M. 
Perry  will  only  say:  "You  can  never  be 
too  rich  or  have  too  much  spectram." 
SHORT  ON  SPECTRUM.  According  to  in- 
dustry soiu'ces.  Perry  is  part  of  a  se- 
cret AT&T  team  leading  an  effort  to  use 
wireless  technology  to  challenge  the 
Baby  Bells.  Clearly,  there  are  technical 
hurdles  that  could  still  derail  the  effort. 
Cliief  among  them  is  the  issue  of  capac- 
ity: PCS  and  digital  cellulai;  which  at&t  is 
rolling  out  this  year,  offer  up  to  eight 
times  the  calling  capacity  of  the  analog 


CENTRAL  OFFICE  SWITCH 

The  base  stations  could  send  the  calls  from 
the  microcell  or  macrocell  via  a  micro- 
wave link  to  the  central  office  switch, 
where  they  would  then  be 
handed  off  to  the  local 
or  long-distance 
network. 


MiCROCELL 


IE 

HBORHOOD 

made  from  the 
3  or  on  foot  would  be 
led  in  a  microcell  encompassing 

neighborhood.  The  low-power  microce 
m  transmitters  help  keep  costs  down. 


CENTRAL  _ 

OFFICE  BASE  STATION       ^.-^^^^FROM  THE  CAR 

SWITCH  mill"*'"         If  the  caller  keeps 

talking  while  taking  a  drive, 
MACROCELL        ntSf^"^         the  call  would  be  handed  off  to  a 
larger  macrocell,  where  it  would  be  passed  to 
a  base  station  more  suitable  to  mobile  calling.  The 
billing  rate  would  increase  once  you  leave  the  microcell. 


'.ystems,  could  catch  up  with 
a  and  Russia. 

s  happening?  In  a  word:  dereg- 
A  year  ago.  Congress  voted  a 
g  overhaul  of  phone  markets, 
he  way  for  local  and  long-dis- 
irriers  to  invade  each  others' 
c  long-distance  companies  have 
istrated  in  their  attempts  to 
2t  local  connections  into  homes 
inesses.  They  have  backed  off 
ng  cable-TV  wires  for  the  "final 
cause  it's  too  costly  to  upgi'ade 
;works  for  voice,  and  have  been 
)  strike  acceptable  agi'eements 
markets  with  some  Baby  Bells 
local-phone  service, 
nakes  wireless  an  attractive  al- 
■  for  giants  such  as  AT&T  that 
ily  want  into  the  $105  billion  lo- 


and  personal  communications  systems 
(PCS),  a  low-cost  digital  wii'eless  technol- 
ogy, AT&T  could  begin  offeiing  local  con- 
nections as  early  as  late  this  year.  "Cer- 
tainly, wii-eless  local  access  has  always 
been  the  great  hope,"  says  an  at&t 
somx-e.  If  the  effort  succeeds,  customers 
in  many  regions  of  the  country  (map, 
page  88)  would  be  able  to  use  the  same 
cordless  phone  to  call  from  home,  ai'oimd 
town,  and  in  the  cai' — and  pay  only 
slightly  higher  rates  than  for  wired  calls. 

AT&T  is  not  the  only  carrier  consid- 
ering wireless  for  local  calling.  Sprint 
Corp.,  whose  Spiint  PCS  ventiu'e  began 
rolling  out  a  65-city  PCS  mobile-phone 
network  in  December,  has  said  it  even- 
tually w^ould  like  to  use  pes  for  local  ac- 
cess, too,  but  has  no  plans  to  do  so  soon. 

AT&T  refuses  to  comment  on  its  wire- 


ceUular  systems  still  dominant  in  most  of 
the  country.  But  wireless  networks  are 
not  neaiiy  ready  to  handle  the  huge  vol- 
umes of  local  calls  caiiied  on  the  e.xisting 
wired  network.  "There  is  not  enough 
spectmm  available  now  to  do  it,"  says 
Matthew  J.  Desch,  wireless  networks 
president  at  Northern  Telecom  Ltd. 

Another  potential  obstacle  is  -John  R. 
Walter,  at&t's  new  president.  He's  re- 
viewing all  the  phone  giant's  local-calling 
plans — and  wireless  local  access  faces 
some  internal  skeptics.  "You  can  always 
get  something  to  work  in  a  controlled 
situation,"  says  a  fornier  at&t  executive. 
"But  the  efficacy  of  such  a  system  in 
the  real  world  has  yet  to  be  played  out." 

Increasingly,  though,  wireless  looks 
like  a  good  route  into  the  local  mar- 
ket. It  doesn't  take  a  rocket  scientist  to 
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The  other  is  information.  Because  no  bank 
moves  a  single  dime  without  it.  And  helping  clients 
manage  information— not  just  process  it— is  what 
Unisys  does  best.  That's  why  Unisys  is  the  choice  of  the 
world  s  most  intensive  users  of  information— including 


41  of  the  top  50  banks.  Our  solutions  help  client: 
everything  from  stopping  check  forgeries  to  integ 
global  networks.  And  our  consultants  help  busirij^^ 
uncover  revenue  potential  hiding  in  customer  data, 
part  of  information  management— our  way  of  helpir 


file 


formation  as  an  asset  to  gam  competitive  advantage. 
)r  details  and  learn  what  clients  like  Union  Bank 
itzedand  learned.  When  it  takes  information  to  run 

&k  )usiness.  it  takes  Unisys  to  help  you  run  it  better. 

elJ  /www.unisys.com  or  1-800-874-8647.  ext.  222 


UNISYS 


When  information  is  everything. 


Information  Processing 


figure  out  that  U.  S.  consumers  would 
embrace  an  all-mobile  service  if  the 
price  were  right.  "Think  about  it,"  says 
Merrill  Lynch  &  Co.  analyst  Linda  J. 
Runyon.  "If  the  price  per  minute  of  a 
cellular  call  were  closer  to  that  of  a 
landline  call,  would  you  stait  using  your 
phone  more?" 

Today,  a  cellular  call  in  the  U.  S.  costs 
10  to  15  times  as  much  as  a  local  wire- 
line call,  according  to  a  recent  sui'\'ey  by 
Yankee  Group  Inc.,  a  Boston-based  con- 
sulting fu'm.  As  a  result,  the  average 
cellular  subscriber  racks  up  about  100 
minutes  of  wireless  calls  per  month,  vs. 
1,100  on  landlines.  The  Yankee  study 


AT&T'S 

WIRELESS  REACH 

AT&T  has  7  million  cellu- 
lar customers  spread  over 
320  cities,  and  holds  PCS 
licenses  covering  23  more 
regions,  for  a  total  potential 
market  of  217 
million 
subscribers 


DATA  AT&T 
WIRELESS 


found  that  in  Israel, 
where   the  wireless 
premium  is  only  5  to  1. 
subscribers  split  theii' 
calling  almost  evenly  be- 
tween wireless  and  wired 
services. 

SAVING  BILLIONS.  Tlie  record  of  the  few 
P( 's  systems  now  operating  in  the  U.  S. 
indicates  that  consumers  are  just  as 
thirsty  for  affordable  wireless  services. 
Take  the  Sprint  pes  service  in  Wash- 
ington, D.  C,  which  is  priced  below  cel- 
lular. When  it  was  rolled  out  in  Novem- 
ber, 1995,  Splint  pi-edicted  it  would  have 
60,000  subscribers  in  a  year.  By  July  it 
had  signed  up  more  than  100,000. 

There's  also  a  huge  financial  incen- 
tive for  AT&T,  Sprint,  and  other  long- 
distance cariiei's  to  take  the  wireless 
route.  When  they  use  these  setups  to 
connect  subscribers  to  their  long-dis- 
tance networks,  they  will  avoid  the  ac- 
cess charges  levied  by  local  caniers  to 
complete  their  calls — charges  that 
amounted  to  $16  biUion  for  at&t  alone 
last  yeai-.  If  at&t  can  persuade  callers  to 
move  even  a  small  portion  of  their 
phone  conversations  to  wireless  net- 


works, it  would  save  billions,  at&t  could 
also  bypass  access  fees  by  building 
a  wii-ed  network,  but  that  would  be 
prohibitively  expensive:  $1,000  to  $2',000 
per  customer,  vs.  as  little  as  $750 
for  some  wireless  systems,  estimates 
Maryland-based  consultants  Herschel 
Shosteck  Associates  Ltd. 

If  Walter  green-lights  the  AT&T 
project,  wii'eless  local  access  likely  won't 
make  its  debut  until  late  this  year  at 
the  earliest,  says  Mark  Lowenstein, 
wireless  consultant  with  Yankee  Group. 
It's  not  that  it  can't  be  done:  Bell  At- 
lantic Corp.,  which  conducted  a  small 
trial  of  wireless  local  access  last  vear  in 


tion,  which  would  then  relay  the  si 
the  central  switching  office.  Usir 
powered  antennas  helps  ensure  tl 
signal  doesn't  get  canied  too  far 
terfere  v/ith  another  call  on  the 
fi'equency  in  another  cell.  If  the 
then  gets  into  a  car  and  continue 
ing,  the  call  could  be  handed  o 
larger  cell,  with  larger  antennas 
suited  to  mobOe  calls.  Callers  woul 
likely  be  billed  at  a  higher  rate  om 
leave  the  microcell. 

The  techies  still  have  other  iss 
solve.  One  is  wireless  voice 
which  does  not  match  that  of  the 
network  even  on  the  latest  digit 


wired 


New  Jersey,  says  it  found 
that  the  technology  works  but 
isn't  economically  feasible  when 
compared  with  its  e.xisting 
network. 

But  suppliers  of  wii'eless  gear  contin- 
ue to  tweak  the  technology  to  make  it 
more  reliable  and  less  costly.  Tliat's  crit- 
ical because  the  flexible  network  at&t 
wants  will  cost  more  than  the  bai-e-bones 
wireless  networks  in  developing  coun- 
tries. One  technique,  known  as  "fre- 
quency hopping,"  is  ali'eady  being  used  in 
Eiu'ope.  By  handing  a  call  off  to  a  num- 
ber of  different  fi'equencies,  total  air- 
wave capacity  can  be  more  fully  utilized. 

L.  M.  Ericsson  is  promoting  a  technol- 
ogy that  could  be  cnacial  to  .\t&t's  plans. 
Dubbed  "hierarchical 
cell  stiuctiu'es,"  it  in- 
volves  dividing  up  a 
neighborhood  into  a 
series  of  microcells 
that  would  then  be 
layered  onto  larger 
macrocells.  A  call 
made  from  someone's 
home  would  be  canied 
to  a  nearbv  base  sta- 


Wired  networks 
are  still  ahead  in 
voice  quality  and 
data  speeds 


terns   that  remove 
hiss  and  static.  Data  is 
also  a  problem:  No  wireless  in 
approaches  the  data  rates  of  hii: ! 
digital  wii'ed  lines. 

Despite  the  himlles,  at&t  is  a 
piiming  the  mai'ket.  In  October.  *!i 
pany  began  offeiing  business  cii^i  • 
senice  that  uses  a  pes  phone  i<> 
within  a  business  campus  and  < 
road.  AT&T  is  betting  that  once  cmi 
become  untethered  in  the  wi 
they'll  want  the  same  services 
and  around  town.  As  at&t  ( 
Robert  E.  Allen  said  in  a  recen" 
"Wireless  telecommunications 
quickly  dowTi  the  path  from  an  ex)  j 
novelty  to  a  mainstay  of  the  wa>-  S 
communicate." 
that   a   real  I 
bring  massiv.'  < 
to  the  local-phuii 
ness — and  to  tli 
we  live. 

Bu  Amy  />'" 
Washington,  I'l 
Strom    in    ( '!• 
and  Catheriiii 
in  New  York 
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because 
they 

rock" 


and  other 


technical  reasons  why  Netscape 


uses  Silicon  Graphics  Web  FORCE  servers, 


according  to  Webmaster  Robert  Andrews. 


When  you're  the  busiest  site  on  the  Web,         and  scalahiHty  lets  your  Web  site  handle 
when  you  receive  more  th.in  I  12  even  the  most  demanding  workloads. 


million  hits  a  day,  when  you  down-  And  since  Silicon  Graphics  offers 

NETSCAPE 

load  2.8  terabytes  in  a  single  week,  the  widest  range  of  compatible 
you  need  servers  that  you  can  depend         servers,  you  can  scale  your  Web 


on.  That's  vvh\'  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE'"  servers 
combine  64-bit  VIIPS 
RISC  microprocessors  with  the  highest 
data  throughput  in  the  m a r k c t .  G> u r 
rc\ ohitionary  S2MP  "  system  architectLire, 
with  industrv-lcading  I/t),  performance 


A  FEW  OTHER  SITES 
USING  WebFORCE 

www.firefly.com 

www.discovery.com 

www.travelocity.com 

www.bigbook.com 

www.warnerbros.com 

www.lucent.com 

www.webcrawler.com 


site    smoothly  as 
your  on-line  business 
grows.  Te  c  h  n  I  c  a  1 1  y 
speaking,  it's  the 
best  server  you  can 
buy.  And  it  can  keep 
\our  Web  site  rockin'.  For  more 
information  visit  our  Web  site  at 
v\'  w  w.  sgi.com/Produc  t  s/ We  b  F  O  R  C  E 
or  call  800.6  36.8  184  Dept.  LS0054 


See  what's  possible 


■-^f  M  SiliconGraphics 

■S  ,  ^    Computer  Systems 
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^velopments  to  Watch 


D  BY  NEIL  GROSS 


RING  OUT 
THE  BRAIN 
SPACES 

S  ANYTHING  UNUSUAL 

this  picture?  The  two 
ar  figures  have  the 
expression  —  but 
s  more.  Those  are 
ly  President  Clinton's 
eves,  and  mouth  on 


ce-President's  head, 
is  the  brain  tricked 
iing  Clinton  and  Gore? 
e  it  does  not  rely  ex- 
y  on  facial  features  to 
m  identification,  say 
Sinha  and  Tomaso 
of  the  Massachusetts 
.8  of  Technology,  who 
:d  the   photo.  The 
•ays  attention  to  the 
f  the  head  and  overall 
Evolution  has  taught 
t  Clinton  can't  be 
?  next  to  Clinton, 
line-vision  systems 
spot  this  trick  in  a 
cond.  But  the  brain 
es  any  machine  at 
out  a  distant  face  in 
1.  "There  is  still  no 
•r  program  to  rehably 
person  in  a  crowded 
but  we  can,"  says 
He  is  trying  to  re- 
agineer  the  human 
system — to  take  it 
id  figure  out  what  it 
lat  might  lead  to  ma- 
sion  that  could  rec- 
n  international  jewel 
!  the  bustle  of  an 
Paul  Raebuni 


HOPE  FOR  M.S.-IF  CELL  GRAFTS  STICK 


SOME  300,000  PEOPLE  IN  THE 

U.  S.  suffer  from  multiple 
sclerosis,  which  destroys 
the  myelin  sheaths  that 
insulate  nerve  cells. 
Patients  often  develop 
localized  patches  or  lesions 
on  the  spinal  cord,  causing 
bouts  of  weakness,  lack  of 
coordination,  and  problems 
with  speech  and  vision. 

Within  two  years,  pre- 
dicts Ian  Duncan,  a  profes- 
sor at  the  University  of 
Wisconsin  School  of  Veteri- 
nary Medicine,  it  may  be 


possible  to  repair  lesions  by 
injecting  myelin- producing 
glial  cells  into  patients' 
spinal  cords.  Duncan's  lab 
recently  treated  a  family  of 
dogs  boi'n  with  a  genetic 
mutation  that  produced  le- 
sions similar  to  those 
caused  by  M.  S.  After  ti-ans- 
planting  glial  cells  from  fe- 
tuses, he  observed  signifi- 
cant myelin  growth  on 
target  nerves  for  as  long  as 
27  weeks.  The  experiment, 
reported  in  the  latest  issue 
of  Nature  Medicine,  is  the 


first  published  account  of 
such  a  transplant  in  large 
mammals. 

There  are  some  hurdles  to 
human  clinical  trials,  includ- 
ing the  danger  that  immune 
activity,  wliich  causes  inflam- 
mation in  M.S.  patients, 
could  destroy  transplanted 
cells.  But  Duncan  is  cheered 
by  the  recent  efforts  of 
Swedish  doctors  who  treat 
patients  with  Parkinson's 
disease  by  transplanting 
fetal  tissue  into  patients' 
brains.  "Ti-eating  M.  S.  in  a 
similar  fashion  is  not  so  far- 
fetched," he  says.  □ 


LOVE  IN  THE  TIME  OF  COMPUTER  CHIPS 

HOPEFUL  SINGLES  MIGHT  SOON  BE  WEARING  ELECTRONIC 

hearts  on  their  sleeves — or  in  their  jewehy.  In  March, 
Dutch  giant  Phihps  Electronics  plans  to  unveil  examples 
of  a  "singles  cliip"  that  could  make  sui-fing  the  social 
web  faster  than  suiling  the  Net. 

At  Philips'  British  research  center  in  Redhill,  Sui-rey, 
Simon  R.  Tin-ner's  Interactive  Systems  Group  is  devel- 
oping a  tiny  matchmaking  chip,  complete  with  a  radio, 
that  could  be  concealed  in  eairings  or  tiepins  in  time  for 
New  Century's  Eve  parties.  Progi'am  it  with  your  likes, 
dislikes,  and  personality  traits,  and  when  you  walk  into 
a  singles  bar,  the  chip  would  survey  its  silicon  fellows 
and  beep  if  it  spots  a  compatible  profile. 

The  matchmaking  chips  are  a  variant  of  so-called  hot 
badges  that  already  cram  a  telecomputer  into  a  credit- 
card-size  package  to  keep  ^--^-i^ 
tabs  on  a  man- 
ager's where- 
abouts or 
grant  access 
to  a  com- 
puter in 
someone 
else's  office. 
Researchers  such 

as  Mark  Weiser,  chief  technologist  at  Xerox  Corp.'s 
Palo  Alto  Research  Center,  believe  hot-badge  technolo- 
gy will  lead  to  "ubiquitous  computing."  Even  the 
notepad  beside  yoiu'  home  phone  could  have  a  chip 
hnked  to  a  wireless  network,  so  memos  you  jot  down 
are  instantly  relayed  to  your  computer. 

Computer  nerds,  no  doubt,  will  be  creative  at  pro- 
gi'amming  their  chips  with  data  designed  to  attract  sexy 
partners.  Maybe  the  next  feature  on  the  singles  scene 
will  be  a  truth  chip — to  compare  what  a  badge  claims 
with  reports  from  partners  who  took  the  bait.  Otis  Port 


INNOVATIONS 


a  Grapes  seem  to  gi'ow  more 
marvelous  each  day.  On  the 
heels  of  reports  that  a  daily 
glass  of  wine  can  help  the 
heart,  scientists  at  the  Uni- 
versity of  Illinois  College  of 
Pharmacy  in  Chicago  say  a 
compound  in  grape  skins 
called  resveratrol  may  be  a 
potent  cancer  inhibitor.  The 
compound,  which  may  help 
gi'apes  ward  off  fimgal  infec- 
tions in  natm-e,  blocks  the  ac- 
tivity of  an  enzyrne  implicated 
in  tumor  cell  growth,  accord- 
ing to  an  aiticle  in  the  Jan.  10 
issue  of  Science, 
m  Using  a  new  testing  method 
for  prostate-specific  antigen, 
or  PSA,  doctors  may  be  able  to 
predict  prostate  cancer  up  to 
six  years  earlier  than  is  now 
possible — as  much  as  10  years 
before  onset  of  disease — say 
doctors  at  the  National  Insti- 
tute on  Aging  and  Jolins  Hop- 
kins School  of  Medicine.  To- 
day, doctoi-s  check  for  elevated 
PSA  in  the  blood  of  patients 
they  think  are  at  risk.  In- 
stead, says  the  NiA-Hopkins 
team,  doctors  may  one  day 
track  the  ratio  of  "free" 
PSA — the  portion  that  doesn't 
bind  with  another  blood  pro- 
tein— to  total  PSA.  A  steadily 
decreasing  ratio  seems  to  be 
the  best  early  warning. 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwjan@businessweek.com 
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A  BOOSTER  SHOT 
FOR  GENE  THERAPY 

FTC  trustbusters  put  conditions  on  a  merger  even  though  the  technology  is  in  its  in 


In  March,  1996,  Swiss 
dnig  giants  Ciba-Geigy 
Ltd.  and  Sandoz  Ltd. 
announced  plans  to 
merge,  forming  a  $63  bil- 
lion company  with  $30  bil- 
hon  in  sales  of  dings,  her- 
bicides, and  much  more. 
But  it  wasn't  only  these  big 
products  that  drew  the 
scrutiny  of  the  Federal 
Ti-ade  Commission's  trust- 
busters. In  an  unusual 
move,  they  focused  on  the 
burgeoning  area  of  gene 
therapy — a  field  with  no 
products,  no  sales,  and  a 
market  that  is  a  decade  or 
more  from  taking  off. 

The  FTC  was  worried 
that  the  new  company, 
called  Novaitis,  would  have 
a  monopoly  on  key  ele- 
ments of  gene  therapy  tech- 
nology. On  Dec.  17,  the 
agency  directed  Sandoz  and 
Ciba-Geigy  to  license  some  '  -  -  ^ 
two  dozen  gene  therapy  patents  to 
Rhone-Poulenc  Rorer  Inc.,  their  direct 
competitoi-  in  the  emerging  field. 
DISTANT  PAYOFF.  The  decision  marks  a 
change  in  direction  foi'  the  FT("  and  its 
fellow  tnistbustej's  at  the  Justice  Dept. 
In  areas  where  the  government  expects 
a  payoff — even  a  distant  one — it  has  de- 
cided to  reduce  barriers  to  innovation 
and  competition  as  early  as  possible.  In 
the  past,  the  ftc,  which  oversees  merg- 
ers and  acquisitions,  has  generally  wait- 
ed until  industries  became  more  estab- 
lished or  technologies  were  much  closer 
to  market.  Now,  there  are  likely  to  be 
many  opportunities  for  the  FTC  to  act, 
as  consolidation  in  high-tech  industries 
continues. 

The  Novartis  case  marks  the  earli- 
est intervention  by  the  agency  so  far. 
The  action  is  prompted  by  the  ftc's  be- 
lief that  the  market  for  gene  therapy 
could  reach  .$4.5  billion  by  2010.  "It's  the 
most  important  case  we've  ever  done," 
says  Claudia  R.  Higgins,  senioi'  staff  at- 


By  ordering  Novartis 
to  share  patents, 
the  FTC  hopes  to 

foster  competition 


torney  at  the  FTC.  If  companies  see  a 
"patent-blockaded  pathway,"  she  says, 
they'll  spend  then'  research  dollars  else- 
where. The  FTC  hopes  that  by  clearing 
that  pathway  it  will  speed  the  arrival  of 
life-saving  drugs — at  reasonable  prices. 

Gene  ther-apy  is  a  method  of  treating 
disease  by  modifying  the  genes  in  a  pa- 
tient's cells.  It  can  be  done  by  injecting 
genetic  material  into  the  body,  or  by 
removing  cells,  correcting  their  genes, 
and  putting  them  back.  Diseases  such  as 
cancer,  along  with  hereditaiy  ills  such  as 
cystic  fibrosis  or  Huntington's  disease 


could  be  treated  tl 
So  far,  there  ha\ 
only  a  handful  of  clit 
als  of  gene  thera] 
most  of  them  hav 
disappointing.  But 
past  few  years,  sc 
have  been  working 
techniques  for  de' 
genes  to  cells  and 
trolling  their  funct 
side  the  body,  and  n 
lieve  that  the  probk 
be  solved. 

The  patents  in 
in  the  Novaitis  case 
four  areas.  The  fijfst 
fairly  narrow:  In 
doz  is  requii'ed  to  si 
licensing  rights  for 
philia  gene.  The 
volves  a  gene  for 
resistance  that  coul 
slipped  into  cancer 
bone  maiTow  cells, 
them  fi'om  the  ra\ 
chemotherapy.  Un 
FTC  agi-eement,  Ciba,  its  affilii 
ron  Corp.,  and  Sandoz  would  b< 
fi'om  obtaining  an  exclusive  lie 
this  gene. 

BIG  STAKES.  In  the  remami 
areas,  the  ftc  decision  has  wid( 
cations.  The  agency  has  rul 
Sandoz-owned  Genetic  Thera 
must  license  a  broad  patent  tha 
all  products  based  on  "ex-vivo" 
in  which  cells  are  removed 
body,  genetically  altered,  and 
But  Novartis'  new  ceo,  Daniel 
says  he  always  intended  to  lid 
Genetic  Therapy  patent:  "Th 
change  for  me." 

There  is  more  at  stake  in  th 
area.  Both  Chiron  and  Genetic 
hold  key  patents  for  a  promisi 
nique  for  treating  cancer  and  o 
the  use  of  herpes  simplex  viru 
hver  a  gene  called  tk,  or  thym 
nase,  to  diseased  cells.  The 
alone  has  no  effect  on  cells.  But 
patient  is  then  given  a  dose  of 
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YouYe  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  be 

■  aing.  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  truly 
J  e  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellular  to 
5  The  spoils  of  victory:  crystal  clear  calls  with  no  static  and  less  background  noise,  fewer  dropped 
I  >nd  no  cloning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now 
-  an  get  both  at  your  local  wireless  provider.  It  s  your  call.      ANi  i  a  i /"OAAAA 

■  ology  for  the  future.  Or  technology  for  musty  archives.  For  details,      ^^UAVIAA-^/ VVV\ 
t  us  at  http://www.qualcomm.com/cdma/  or  1-800-349-4188. 


CDMA 


G    I    T    A  L 


where  digital  comes  from. 


\k  CDMA  PHONES  AND  TECHNOLOGY  ARE  NOW  AVAILABLE  FROM: 


Al RTO  U  C  H 

/  ',.1K.I 


^^PrimeCo" 


Legal  Affairs 


gancyclovir,  any  cells  containing  the  TK 
gene  are  killed. 

Doctors  envision  using  the  herpes- 
TK  technology  in  bone-marrow  trans- 
plants. The  idea  is  to  slip  the  tk  gene 
into  the  transplanted  cells.  If  they  are 
rejected,  doctors  can  administer  a  dose 
of  gancyclovir  and  kill  them  off.  An- 
other scheme  is  to  put  the  tk  gene  into 
cancer  cells.  Several  companies,  includ- 
ing Rhone-Poulenc  Rorer,  are  already 
injecting  the  tk  gene  directly  into  brain 
tumors.  The  herpes-TK  therapy  "will  be 
an  important  short-term  market,"  says 
Edward  M.  Hurwitz,  a  biotechnology 
analyst  at  Robeitson,  Stephens  &  Co.  in 
San  Fi'ancisco. 

LANDMARK?  The  FTC  decision  requires 
Chiron  and  Genetic  Therapy  to  license 
the  herpes-TK  technology  to  Rhone- 
Poulenc  Rorer.  For  Chiron  to  agree, 
Ciba  had  to  sweeten  the  deal.  "We 
thought  we  were  giving  up  a  substantial 
position,"  says  Lewis  T.  Williams,  se- 
nior vice-president  for  r&d  at  Chiron. 
He  calls  the  herpes-TK  technology  "one 
of  the  first  truly  useful  technologies  in 
gene  therapy."  Chiron  will  now  get  the 
lights  to  Genetic  Therapy's  gene  thera- 
py patents  and  a  $60  million  payment. 

The  FTC  beheves  its  foray  into  gene 
therapy  is  a  landmark  decision,  and 
Vasella  agrees.  "The  ruling  charts  new 
ground,"  he  says.  "It  inherently  says 
that  the  ftc  wants  to  somewhat  conti-ol 
the  field  of  innovation."  But  such  forays 
are  still  untested.  Vasella  worries  that 
too  much  competition  in  a  field  such  as 
gene  therapy  can  lead  to  a  reduced  re- 
turn on  investment.  Companies  won't 
want  to  spend  the  money  on  tnily  in- 
novative dioigs. 

In  the  case  of  gene  therapy,  most  ex- 
perts believe  Vasella's  fears  are  un- 
founded. Novartis  and  Rhone-Poulenc 
Rorer  remain  the  two  powerhouses. 
And  the  technology  is  evolving  rapidly, 
with  new  gene-delivery  methods  and 
other  techniques  offeiing  opportunities 
for  lucrative  patents.  "The  field  is 
leapfrogging  itself,''  says  Jude  Samulski, 
du'ector  of  the  University  of  North  Car- 
olina's Gene  Therapy  Center.  The  Ciba- 
Sandoz  case  is  an  indication  that  the 
FTC  will  continue  to  have  a  hand  in 
keeping  the  field  vibrant. 

By  Naomi  Freundlich  in  New  York 
urith  Catherine  Yang  and  John  Carey  in 
Washington 

YOUR  HEALTH' ON  AOL 

On  Wednesday,  Jan.  15,  at  8  p.m.  est,  Stephen 
Morse  of  the  Defense  Dept.  will  discuss  exot- 
ic new  infectious  diseases  as  part  of  business 
week's  "You  and  Your  Health"  series  on  Amer- 
ica Online.  You  can  participate  by  visiting  busi- 
ness week's  area  (keyword:  BW)  or  going  to  the 
Coliseum  (keyword:  ©Coliseum). 


LAWSUITS 


HERE'S  A  BILLION: 
PLEASE  GO  AWAY 

But  Prudential's  deal  with  clients  it  victimized  may  n 


it's  a  court  date  Prudential  WHQ  WINS'-^  ^^^^  earned  only 

Insurance  Co.  of  America         .         p  "  mated  $750  million  l  i 

is  eagerly  awaiting.  Next  *-^nairman  Kyan  j^-'g  ^  ^i^^^ 

month,  tile  besieged  com-  WOUld  get  the  Pru  vdll  be  more  than  It 

pany  has  a  chance  to  .strike  a  out  from  Under  a  P^-V-  If  the  settlemcn 


virtually  global  settlement  pp  „„j 
with  several  million  hfe-insm-  '"^*^)^^"" 
ance  customers  who  were  fed  plaintiffs' 
misleading  sales  pitches  from  lawyers  WOUld 
1982  to  1995.  The  setting  will  ^jj^^j^ 
be  m  a  federal  courtroom  m 
the  Pru's  hometown  of  Newark,  N.J., 
where  Judge  Alfred  M.  Wolin  will  con- 
sider whether  to  approve  a  deal  that 
would  cut  off  the  claims  of  nearly  99% 
of  the  victimized  policyholders.  By  ap- 
proving it,  he  would  go  a  long  way  to- 
ward ending  a  public-relations  night- 
mare that  has  prevented  the  company 
from  rebuilding  its  tattered  reputation. 

The  amount  of  the  settlement  de- 
pends on  how  many  of  the  holders  of 
the  10.7  million  policies  in  question  file 
claims,  but  most  current  estimates  put 
the  figiu-e  between  .$1  billion  and  $2  bil- 
lion. That's  a  lot  of  money  for  a  compa- 


go  thi'ough.  Prudent  i: 
massive  courtroom 
could  drag  out  for  \ 
wind  up  costing  evi  i 
The  insurance  giai 
can't  afford  much  in  ' 
dal.  On  Jan.  6,  Wohn  slapped  1 
with  a  $1  million  fine  for  the 
destruction  of  documents  I't  i 
the  policyholder  lawsuit.  Citinu 
arate  incidents  at  offices  fVi 
bridge,  Mass.,  to  Des  Moines 
cized  the  company's  "consisten 
of  failing  to  cui'b  document  d( 
REVELATIONS.  If  the  case  isii' 
continued  digging  by  the  coali  w 
law  fii'ms  suing  Piudential  woil 
certainly  result  in  revelation 
misdeeds.    According   to  | 
lawyers  and  insurance  regulai 
dential  agents  sold  insuranci 


QA    DMCIMCCC    \MUUl/    I    lAMIIADV    1  Pi      1  Om 


itics  paint  a  picture  of  lax  government  supervision  and 
a  hometown  bias  that  led  to  a  flawed  deal 


[Tiisleading  labels  such  as  "private 
)n  plans,"  identified  themselves  as 
cial  planners,"  and  churned  cus- 
s'  policies.  After  being  sued,  some 
>mployees  then  embarked  on  a 
lign  to  eliminate  incriminating 
;ting  and  training  materials.  The 
iny  acknowledges  agents  engaged 
^leading  sales  practices  but  says 
were  less  widespread  than  oppo- 
claim.  Prudential  maintains  em- 
•s  destroyed  documents  in  violation 
ipany  policy. 

at's  more,  because  of  uncertain- 
orrounding  the  cost  of  resolving 
igation,  A.  M.  Best  Co.  has  put 
ntial  on  its  "watch"  fist  for  a  po- 
credit-rating  downgrade.  Should 
tmpany's  rating  be  cut  from  its 
t  grade  of  A  to  A-,  it  would  have 
vest  rating  among  the  top  25  life 
rs,  says  Lawrence  G.  Mayewski, 
vice-president  at  A.  M.  Best.  That 
increase  Prudential's  borrowing 
id  scare  away  some  customers. 
,  ATTACK.  As  badly  as  the  Pru 
a  deal,  don't  count  on  the  settle- 
;ailing  through.  The  deal  is  under 
from  all  sides.  Insurance  commis- 
;  from  Cahfomia,  Florida,  Massa- 
s,  and  Texas  have  filed  objections 
WoUn  to  reject  the  settlement 
gh  regulators  from  45  states  have 
d  a  separate  agreement  that  pre- 
;hem  from  opposing  this  deal), 
ig  with  lawyers  representing  dis- 
id  former  agents  and  pohcyhold- 
I  10  opted  out  of  the  settlement, 
i  sident  commissioners  charge  that 
i  ct  is  a  sweetheart  deal  for  Pru- 
j  that  enriches  plaintiffs'  lawyers 
i  shortchanging  the  victims.  The 
jl  !ys  who  brought  the  original  suit 
jj  split  a  pot  of  $90  million,  while 

I  claim  the  majority  of  policy hold- 

II  'Uld  receive  an  average  of  less 
1^  5,000  apiece.  "This  is  a  very  fast 
)l  ive.  Big,  big  players  are  pushing 
i  settlement.  But  there  is  a  lot 
i  dng  stuff  out  there,"  says  Mary 
I  senior  associate  commissioner  at 
i  cas  Insurance  Dept. 

I  ther,  the  rebel  insurance  com- 
,lj  ers  and  plaintiffs'  lawyei*s  paint  a 
til  of  lax  government  supervision 

I  hometown  bias  that  led  to  a 
i  deal.  In  December,  Pittsburgh 
itl  sy  Michael  P.  Malakoff  asked 
( I  0  step  down  for  several  acts  of 

I I  ious  behavior"  that  favored  Pru- 
I  ,  including  meeting  in  private 
f.  y  Chairman  Arthur  F.  Ryan  and 
tf  ting  potential  settlement  oppo- 


nents from  investigating  the  company's 
document  destruction.  Wolin  denied 
their  motion,  noting  that  at  least  some 
plaintiffs'  lawyers  were  aware  of  his 
meeting  with  Ryan  and  producing  affi- 
davits by  well-known  law  professors  de- 
fending his  actions.  But  Malakoff  says 
that  if  Wolin  approves  the  settlement, 
he  intends  to  appeal. 

Malakoff,  Keller,  and  others  also  crit- 
icize those  insui'ance  commissioners  who 
have  already  agreed  to  settle  their  fraud 
claims  against  Prudential.  They  contend 
that  the  state  settlement,  which  was 
negotiated  by  a  multistate  task  force 
led  by  the  New  Jersey  Insurance  Dept., 
was  stioick  without  sufficient  investiga- 

REASONS  THE  PRUDENTIAL 
DEAL  MAY  UNRAVEL 


tion  into  Prudential's  document  de- 
struction. New  Jersey  Insurance  Dept. 
spokeswoman  Winnie  Comfort  says  that 
the  task  force  treated  Prudential  im- 
partially and  that  it  took  steps  to  help 
victims  of  document  destruction  recover 
more  money  under  the  settlement  plan. 

While  plaintiffs'  lawyers  who  cut  the 
deal  with  the  Pin  will  receive  rates  as 
high  as  $4,532  per  hour,  Malakoff 
charges,  the  plaintiffs  themselves  will 
suiTender  potentially  huge  payouts.  In  a 
1995  case  in  Alabama,  a  policyholder 
with  a  claim  similar  to  that  of  many 
members  of  the  class  won  an  initial  $25 
million  judgment,  although  most  victims 
couldn't  expect  such  a  huge  payout.  The 
company  later  settled  the  case  for  a 


sum  that  both  sides  decline  to  disclose. 

Just  to  file  a  claim,  policyholders  would 
have  to  burrow  through  a  long,  dense 
legal  document.  Policyholders  who  don't 
think  they  have  strong  cases  against  Pru- 
dential would  be  able  to  file  uncontested 
claims  but  would  be  limited  to  awards 
averaging  less  than  $500,  opponents  con- 
tend. The  remainder  would  have  to  sub- 
mit evidence  that  they  had  been  de- 
frauded. That  group  could  expect  payouts 
averaging  just  a  few  thousand  dollars, 
though  some  individuals  could  get  $10,000 
or  more.  Because  filing  claims  would  be 
so  cumbersome,  less  than  5%  of  ehgible 
policyholders  are  expected  to  exercise 
their  rights,  Keller  says. 
SLAP  ON  THE  WRIST.  With  new  evidence 
emerging  almost  weekly  about  the  Pru's 
document  destruction,  critics  say  it's 
premature  to  let  the  company  off  the 
hook.  Before  levying  his  fine,  Wolin  or- 
dered an  investigation  into  the  compa- 
ny's record  shredding.  But  that  study 
was  conducted  by  Milberg  Weiss  Ber- 
shad  Hynes  &  Lerach  of  New  York,  the 
plaintiffs'  fii-m  that  stands  to  win  the 
largest  share  of  legal  fees  if  the  settle- 
ment goes  through.  Los  Angeles  attor- 
ney Samuel  Wilner,  who  represents 
some  of  the  13,000  policyholders  who 
opted  out  of  the  proposed  deal,  says 
the  investigation  should  not  have  been 
conducted  by  a  private  attorney  with  a 
financial  stake  in  upholding  the  settle- 
ment. Milberg  Weiss  partner  Melvyn  I. 
Weiss  says  that  his  interests  ai-e  aligned 
with  policyholders  and  that  his  team 
conducted  dozens  of  interviews  into  the 
subject  of  document  destmction.  Wilner 
also  charges  that  Wolin 's  $1  million  fine 
was  a  mere  wrist  slap  to  make  it  appear 
as  if  the  company  had  been  sufficiently 
punished.  Wolin  dechned  to  comment. 

Notwithstanding  criticism  of  the  pact, 
Weiss  and  Prudential  spokesperson 
Robert  DeFillippo  insist  that  the  set- 
tlement is  a  good  deal  for  the  vast  ma- 
jority of  policyholders.  Customers  who 
feel  badly  defrauded,  they  note,  had  the 
right  to  reject  the  settlement  and  sue 
independently.  Weiss  adds  that  oppo- 
nents overestimate  his  team's  hourly 
rates  and  that  the  claims  procedure  is 
ty])ical  for  this  tyi)e  of  settlement.  He 
also  intends  to  spend  $350,000  to  hire  a 
consultant  to  translate  the  legal  docu- 
ments into  plain  English.  That's  an  ad- 
mirable plan.  But  the  better  the  Pin's 
customers  imderstand  this  deal,  the  less 
they  may  like  it. 

By  Mike  France  in  New  York,  with 
Geoffrey  Smith  in  Boston 


lb  settle  charges  of  deceptive  sales 
to  insurance  customers,  Prudential 
has  agreed  to  a  settlement  that 
could  cost  more  than  $1  billion. 
But  critics  are  ripping  the  deal 
apart.  Here's  why: 

PUNY  PAYOUT  Victims  would 
likely  receive  only  $2,500  on 
average — not  as  much  as  they 
might  get  in  court. 

CREDIBILITY  GAP  Because  of 
new  evidence  of  widespread 
document  destruction,  opponents 
will  call  for  more  investigation  into 
the  Pru's  misconduct. 

TOO  COMPLEX  To  recover  money, 
policyholders  would  have  to  fill  out 
a  complicated  form  and  prove  agent 
misconduct.  Less  than  5%  of  vic- 
tims are  expected  to  press  claims. 
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United  States  Department 
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Tenneco 


Robert  Meers 
President  and  CEO 
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Featuring  as  the  keynote  speaker  James  A.  Baker,  III,  U.S.  Secretary  of  State,  1989-1992 


mpetition  in  growing  international  markets  is  fierce, 
ules  of  trade  continue  to  change,  newly  empowered 
ire  posing  threats  to  U.S.  business  success  abroad. 
1  American  business  secure  a  competitive  advantage 
)inplex  global  playing  field.'' 
n  Business  Week  and  the  Presidents  of  the  nation's 
orporations  and  find  out  how  U.S.  business  is  taking 
)on't  miss  this  valuable  opportunity  to  gain  proven 
s  from  some  of  America's  biggest  global  winners  at 
tigious  annual  event. 
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Thomas  Group,  Inc. 
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For  registration  information, 

please  ecjntact  Julie  Terranova 
Call(800)  682-6007  •  fax(212)  512-6281. 

Attendance  is  limited  to  Presidents,  Chairmen, 
and  CEOs  of  leading  national  and  worldwide  companies. 
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SCOUTING  FOR  BIG  BARGAINS 
AMONG  FOREIGN  SMALL  CAPS 


Like  a  wallflower  at  a 
party,  global  small-cap 
stocks  sat  out  the  1990s 
bull  market.  These  smaller 
companies,  with  market  capi- 
talizations of  $1  billion  or  less, 
have  continued  to  be  laggai'ds 
lately.  The  thi-ee-yeai-  total  an- 
nualized return  for  small-cap 

foreign  fimds   

through  Dec. 
31st  was 
5.57%  compared  with  15.10% 
for  the  average  small-cap  do- 
mestic fund,  according  to 
Morningstar,  the  Chicago- 
based  mutual-fund  research 
company.  The  returns  also 
look  meager  compared  with 
those  of  the  Russell  2000, 
which  gained  13.69%-,  and  the 
Standard  &  Poor's  500-stock 
index,  wliich  rose  19.66%  over 
the  same  period. 

Economics  is  partly  to 
blame  for  the  malaise  of  in- 
ternational stocks  in  general 
and  small-cap  stocks  specifi- 
cally. "Tlie  economies  of  othei' 
countries  haven't  rebounded 
as  well  or  as  quickly  from 
the  1990  recession  as  the 
U.  S.  economy,"  says  Gary 
Bergstrom,  president  of  Aca- 
dian Asset  Management  in 
Boston.  But  global  small  caps 
are  affected  more  than  blue 
chips  because  they  are  more 
closely  tied  to  local  economies 
and  rely  on  domestic  inter- 
est rates.  Large  caps,  on  the 
other  hand,  usually  multina- 
tionals, aren't  as  subject  to 
theii'  home-market  economies. 
COMEBACK  CAPS.  But  after 
years  of  being  battered,  glob- 
al small  caps  may  finally  be 
ready  for  a  rebound,  many 
money  managei-s  pi'edict.  And 
for  investor  looking  for  value 
or  a  contrarian  play,  oi-  who 
believe  in  market  cycles,  now 
could  be  the  time  to  think 
small.  "Global  small-cap 
stocks  have  been  dramatical- 


INVESTING 


ly  undei"perfonning  the  larger 
companies  for  so  long  that 
we  have  to  expect  they're  go- 
ing to  do  much  better  in  the 
future,"  says  David  Booth, 
chief  executive  officer  of  Di- 
mensional Fund  Advisors. 
"This  is  about  as  good  a  time 
as  you're  ever  going  to  get 

  to  get  into 

this  market." 
Indeed, 
many  of  the  stocks  of  these 
companies  in  Europe,  the 
Far   East,   and  emerging 
markets  are  selling  at  bar- 
gain prices.  Overseas  small 
caps  have  been  unloved,  in 
part,  because  no  one  has  tak- 
en the  time  to  look  at  them. 
"International   small  caps 
don't   have   the  following 
overseas  that  the  domestic 
small  caps  have  in  the 
U.  S.,"  says  George  Mur- 
naghan,  executive  vice- 
president  at  Rowe  Price- 
Fleming  International. 

Of  coiu'se,  a  dearth  of 
research   often  yields 
bargains  because  securi- 
ties are  more  likely  to  be 
mispriced,  says  Bruce 
Bee,  president  of  Bee  & 
Associates,  an  interna- 
tional money  manage- 
ment firm  in  Denver. 
"In  the  U.  S.,  small-cap 
stocks  are  appropriate- 
ly valued,  if  not  over- 
valued,"  says  Bee. 
"It's    the  opposite 
around    the  world. 
There's  a  huge  gap  in 
value."  Many  stocks 
are   selling  at  low 
price-earnings  ratios 
relative  to  their  high 
gi'owth  expectations.  A 
domestic    small  cap 
growing  15%  to  20% 
annually  probably  sells 
for  20  times  earn- 
ings.   A    similar  / 
stock  abroad  is 


selling  for  just  15  times  earn- 
ings, or  less. 

Take,  for  example,  Instiu- 
mentation  Laboratories,  an 
Italian  diagnostic  medical 
equipment  company  with  a 
U.  S.  market  cap  of  "$180  mil- 
lion, a  p-e  of  11,  and  an 
expected  earnings 


grow^th  rate  of  30%.  C'oi 
that  with  Los  Angeles- 
Diagnostic  Products,  ' 
has  a  market  cap  of  $34rfi 
lion,  a  p-e  of  22,  and  12 
pected  gi'owth  in  eaniii 
Another  reason  to  coi. 


ig:  Equity  markets 
0  move  in  cycles. 
Ties  large-cap  or 
stocks  are  in  favor, 
mes  small-cap  or  val- 
)opular.  Several  years 
any  retail  investors 
ivei'sifying  theii'  port- 
with  international 
3ut  they  stuck  mainly 
•ge,  well-known  com- 
bat had  market  capi- 
ms  of  $5  billion  or 
luch  as  Glaxo  Well- 
d  British  Telecommu- 
>.  Retail  investors  vir- 
jnored  the  small-cap 
lowever. 

finally,  who  knows 
ich  longer  the  U.  S. 
can  continue  racking 
fc-plus  returns?  Even 
^'ou're  not  optimistic 
that  small  caps  will 
outpace  larger  caps 
in  the  foresee- 
able future, 
you  still 
might  want 


Many  stocks  are  selling  at 
low  p-e  ratios  relative  to 
their  growth  expectations 


to  invest  simply  as  a  way  to 
diversify  longer  teiTn. 

There's  no  shortage  of 
stocks  to  consider.  Outside 
the  U.  S.,  the  total  market 
capitalization  of  all  companies 
is  $11  trillion,  according  to 
John  Boich,  senior  portfolio 
manager  of  Montgomery  In- 
ternational Small  Cap  Fund. 
Small  caps'  piece  of  the  pie: 
$1.8  trillion.  In  the  past  year, 
the  number  of  mutual  funds 
that  invest  all  of  their  assets 
in  small-cap  stocks  outside 
the  U.  S.  has  nearly  doubled, 
according  to  Lipper  Analyti- 
cal Services.  There  currently 
are  24  funds,  with  total  as- 


A  Sampling  of  International 
Small-Cap  Funds 


FUND 

3-YEAR 
RETURN 

1996 
RETURN* 

ACORN  INTERNATIONAL 

26.4% 

20.7% 

AMERICAN  CENTURY 
INTL.  DISCOVERY 

NA 

31.2 

FOUNDERS  PASSPORT 

33.9 

20.1 

LAZARD  INTL. 
SMALL  CAP 

12.5 

15.7 

MONTGOMERY  INTL. 
SMALL  CAP 

11.4 

15.0 

MORGAN  STANLEY  INTL. 
SMALL  CAP 

26.1 

16.8 

Britain's  Border  Television 
and  Cityview,  an  Austrahan 
petroleum  company,  are  cur- 
rently available  thi-ough  most 
brokerage  services. 
NO  STANDARD.  But  be  cai-eful. 
Investing  overseas  is  fraught 
with  risk.  The  data  can  be 
hard  to  unearth,  especially  for 
individual  investors.  Even 
when  infoiTTiation  is  available, 
timeliness  is  an  issue:  It's 
tough  to  be  on  the  cutting 
edge  of  news  overseas  when 
the  newspaper  annves  a  week 
late  from  Kuala  Lumpur. 

Foreign  companies — espe- 
cially smaller  ones — general- 
ly don't  combine  subsidiaries 
into  one  financial  state- 
ment. Consequently, 
it's  harder  to  deter- 
mine a  company's  per- 
formance. Nor  is  there 
any  standard  financial 
accounting  system 
across  borders,  making- 
comparisons  between 
companies  difficult. 
It's  not  unusual  for 
companies  to  report 
earnings  annually,  in- 


•Through  Dec.  31,  1996   NA:  NotAvailable  DATA  UPPER  ANALYTICAL  SERVICES 

sets  of  .$3.8  billion.  By  com- 
parison, there  are  now  374 
international  funds.  "These 
smaller-cap  markets  are  just 
coming  into  their  own,"  says 
Ti'icia  Rothschild,  interna- 
tional editor  at  Morningstar 
Mutual  Funds  newsletter. 
Should  you  want  to  do 
your  own  stockpicking, 
you  can.  A  limited  num- 
ber of  depositary 
receipts  and  for- 
eign stocks  allow 
direct  investment 
in  small-cap  stocks. 


in  the  U.  S.  And  many 
small  foreign  compa- 
nies lack  investor  rela- 
tions   personnel  or 
aren't  adept  at  dealing 
with  foreign  investors. 
What's  more,  interna- 
tional markets  tend  to  be 
less  liquid  than  in  the  U.  S. 
And  be  aware  of  currency 
risk:  If  the  dollar  continues 
to  be  strong,  you  may  be  in 
for  currency  losses. 

Still,  if  you're  interested  in 
investing  solo,  investigate  a 
cross-section  of  industries,  de- 
pending upon  the  country 
you're  investing  in.  "In  Ger- 
many, you'll  want  to  look  at 
construction  companies,  in 
Japan  and  Singapore,  tech- 
nology," suggests  Miu-naghan 
of  Rowe  Price-Fleming.  Some 


countries,  such  as  Britain  and 
France,  will  mirror  the  hot 
small-cap  sectors  of  the  U.  S.: 
health  care,  retailing,  and 
technology.  Others,  such  as 
Mexico,  will  focus  on  more 
mundane  businesses  such  as 
paper  goods. 

To  minimize  your  risk, 
you're  better  off  in  a  mutual 
fimd.  Funds  tend  to  concen- 
trate on  particular  regions. 
The  Invesco  European  Small 
Company  Fund  invests  one- 
third  of  its  assets  in  small 
British  companies;  the  rest 
are  small  caps  on  the  Conti- 
nent such  as  Italian  apparel 
maker  Gucci,  its  biggest  hold- 
ing. Lexington  Crosby  Small 
Cap  Asia  Growth  Fund  tar- 
gets small  companies  in  Hong 
Kong,  Singapore,  and  other 
Pacific  Rim  countries.  Its 
biggest  positions  are  Hong 
Kong  real  estate  fli-m  China 
Resources  Enterprises  and 
Hock  Seng  Lee  Bhd,  a 
Malaysian  construction  com- 
pany. Most  small-cap  funds 
invest  in  developed  countries, 
but  a  smattering  are  in 
emerging  markets,  too. 
Founders  Passport  Fund  in- 
vests in  small  caps  all  over 
the  map,  including  Gemian  fi- 
nancial services  company 
MLP  and  British  restauratem* 
J.  D.  Wetherspoon.  Dimen- 
sional Fund  Advisors,  which 
has  been  in  the  field  since 
1986,  launched  a  separate 
Small  Cap  Emerging  Mai'kets 
Fund  in  December 
TAKE  A  RISK?  But  before  you 
buy,  check  the  cuiTent  hold- 
ings of  yoiu-  international  mu- 
tual funds.  It's  hkely  you  al- 
ready have  some  exposure  to 
these  small  caps  without  the 
aid  of  a  separate  fund.  T. 
Rowe  Price's  International 
Fund,  for  example,  invests 
17%  of  its  assets  in  smaller- 
cap  stocks. 

Most  experts  agree  that  if 
you  want  to  keep  earning  big- 
returns  after  the  U.  S.  mar- 
ket inevitably  cools,  you'll 
have  to  be  vrilling  to  invest  in 
more  speculative  stocks  and 
take  on  more  risk.  That  could 
lead  even  savvy  investors  to 
s(jme  unfamiliar  terrain — 
namely,  offshore  in  smaller 
companies.    Barbara  Hetzer 
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Edward  Barnes,  a 
political  correspon- 
dent for  Time  maga- 
zine, has  been  flying 

around  the  globe  for  15 
years.  To  distinguish  between 
airhnes  that  fly  rust-bucket 
rejects  and  carriers  whose 
operations  ex- 
ceed the  strictest 
safety  standards,  Barnes  de- 
pends on  word  of  mouth  or 
goes  on  past  experience. 

But  for  the  less  traveled 
who  don't  have  the  chance  to 
network  like  Barnes  does, 
there  are  an  increasing  num- 
ber of  easy  ways  to  improve 
the  chances  of  amving  safely. 
Researching  airline  safety  is 
something  to  consider:  Some 
foreign  carriers,  such  as  Ko- 
rean Air  and  Thai  Airways, 
have  accident  rates  as  high 
as  five  times  the  rate  of  U.  S. 
lines,  while  others  simply 
keep  no  figures  at  all. 
RUSSIAN  ROULETTE.  To  inves- 
tigate the  safety  of  a  foreign 
airline,  you  need  to  ask  the 
right  questions.  For  instance, 
what  is  the  tyj^e  and  age  of 
an  airplane?  Aircraft  not  pro- 
duced by  such  majors  as  Boe- 
ing, Airbus,  McDonnell  Dou- 


AIRLINES 


glas,  or  Fokker  can  be  a  red 
flag.  Avoid  planes  manufac- 
tured by  Russian  companies 
Tupolev  and  Ilyushin,  for 
which  few  parts  are  still  pro- 
duced and  maintenance  is 
generally  below  Western  stan- 
dards. Aircraft  more  than  20 
years  old,  the  average  in- 
tended life  of  most  planes, 
need  increasing 
amoimts  of  main- 
tenance. If  these  higher  levels 
of  care  aren't  performed,  the 
au'craft's  safety  could  be  com- 
promised. Also,  find  out 
whether  the  carrier  has  out- 
fitted its  fleet  with  a  collision 
avoidance  system,  a  key  piece 
of  safety  detection  equipment. 
This  is  especially  important 
in  Tliir'd  World  countries,  such 
as  those  in  Africa,  where  air 
traffic  control  is  below  jjar. 

Armed  with  the  right 
questions,  where  do  you 
turn?  Travel  agencies  can  tell 
you  the  type  and  age  of  the 
aii'craft  on  a  particular  route. 
State  Dept.  and  U.  S.  em- 
bassy personnel  in  other 
countries  usually  have  enough 
data  to  steer  you  away  from 
carriers  with  bad  safety 
records.  The  State  Dept.'s 
World  Wide  Web  page  re- 
ports areas  to  avoid  and 


NAME  THAT  JET: 

Then  learn  its 
safety  record 

warnings  about 
air  service  in  cer- 
tain countries. 

One  of  the  best 
sources  for  trav- 
elers is  the  Inter- 
national Airline 
Passengers  Assn. 
(lAPA),  which  pe- 
riodically publish- 
es accident  rates 
on  foreign  airlines. 
In  mid-February, 
the  association 
will  release  its  latest  survey, 
a  safety  ranking  of  regions 
around  the  world  through 
1995.  The  study  includes  the 
number  of  airplane  accidents 
in  every  country  over  the 
past  decade  and  explains  why 
accident  rates  in  certain  re- 
gions are  higher. 

The  lAPA  will  also  tell  you 
the  age  and  makeup  of  for- 
eign carriers'  fleets  and  the 
total  number  of  employees. 
The  association  plans  to  open 
a  free  Web  site  by  midyear. 
Or  subscribe  to  the  quarterly 
newsletter:  Membership  dues 
range  fi-om  $49  to  $149. 

The  Federal  Aviation  Ad- 
ministration reviews  the  avi- 
ation regulatory  authorities 
of  those  countries  whose  air- 
hnes enter  the  U.  S.  Thi-ough 
its  International  Aviation 
Safety  Assessment  progi-am 
(lASA),  countries  are  divided 
into  three  categories  based 
on  how  well  they  oversee 
their  carriers,  maintain  avia- 
tion infrastructure  such  as 
their  air  traffic  control  sys- 
tems, and  adher-e  to  inter-na- 
tionally accepted  safety  stan- 
dards. FAA  officials  expect  to 
finish  a  review  of  100  coun- 
tr-ies  and  post  it  on  the  faa's 
Web  site  in  February. 


The  iasa  system  is 
pie  one  that  hints  at  ti\ 
fomiance  of  a  country's] 
ers.  For  instance,  a 
from  Category  1  coui| 
.such  as  Israel,  enjoy  u 
ed  access  to  the  U.  S.;| 
ft-om  Category  2  face 
hmits  such  as  the  inab: 
expand  service  in  the! 
and  carriers  fr-om  CaJ 
3,  Uke  Suriname,  are  bj 
Tr'avelers  would  do  t| 
stick  with  carriers  inS 
gory  1. 

CLUNKER  SHUTTLE! 

might  consider'  subscril 
the  online  edition  oi  1 1 
cial  Airline  Guide  >  >  • 
reports  the  aircraft  i 
airline  uses  on  speciti{ 
This  is  especially  u>( 
formation  when  tr; 
from  one  city  to  a 
within  Eastern  K 
where  less  reliable  eiiu 
is  often  pressed  into  - 
To  get  the  oag  ser-vict 
is  a  one-time  hook-up 
of  $25.  The  cost  per 
depends  on  time  ( 
Flight  data  are  ii 
ever\y  10  minutes. 

Also,  you  might  vi. 
check  if  your  corpoi  ai 
el  department  has  h 
Express  Aviation  S( 
two-volume  set  callc 
mercial  Jet  Fleets.  Tl 
hcation  reviews,  in  [>. 
detail,  the  world's  aiii 
eluding  the  age  and 
sition  of  fleets.  The  $ 
year  pr-ice  tag  for  the 
which  is  updated  qu 
may  seem  sky-high,  h 
eral  Express  also  < 
semiannual  subscrip 
$895. 

The  next  time  yui 
trip  abroad,  let  youi- 
do  the  walking.  Otl 
you  may  end  up  on  n 
Hne  where  you'd  rathr  v 
than  fly.  Christina  D  1 


INTERNATIONAL 
AIRLINE  PASSENGERS 
ASSN. 

(972  404-9980, 
Monday-Friday,  10 
a.m.  to  noon)  Pro- 
vides safety  informa- 
tion on  most  carriers 
worldwide. 


FEDERAL  AVIATION 
ADMINISTRATION 

(http://www.faa.gov) 
Results  of  the  FAA 
review  on  how  well 
a  foreign  country's 
regulatory  authorities 
oversee  its  air 
carriers. 


OFFICIAL  AIRLINE 
GUIDE 

(http://www.oag.com) 
Reports  which  air- 
craft an  airline  will 
use  on  a  particular 
route.  Also  includes 
State  Dept.  travel 
advisories. 


U.S.  STATE  DEPT 

(http;//travel.sta 
travel_warnings. 
Posts  travel  advi! 
that  may  involvel 
eign  carriers.  Fotr 
el  warnings,  cal' 
647-5225  or  fa. 
647-3000. 


Where 
To  Get 
Th^  Record 
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siness  Week  Index 


lUCTION  INDEX 


ige  from  last  week,  (J.i'/o 
ige  from  last  year:  3.9% 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

.Dec.  28=135.0 
1992=100 


Jan.  May  Sept.  Dec 

1996  1996  1996  1996 

idex  lb  a  4-week  moving  average 

luction  index  edged  higher  during  the  week  ended  Dec.  28.  Hov^ever, 
alculation  of  the  four-week  moving  average,  the  index  dropped  to 
rom  a  revised  135.  Auto  and  truck  plants  were  closed  for  the  week  in 
ce  of  Christmas,  but  electric  power  output  rose  m  the  latest  week 
month  of  December,  the  index  increased  to  135,  from  132.9. 
ing  index  will  be  unavailable  for  an  indefinite  period  of  time. 

or,  mdf?»  copyright  1997  by  The  McGraw-Hill  Companies 


NG  INDICATORS  I 


LATEST  WEEK 
WEEK  AGO 

YEARLY 
%  CHG 

'RICES  (1/3)  S&P  500 

748.03  756.79 

20.8 

ATE  BOND  YIELD.  Aaa  (1/3) 

7.29%  7.22%r 

8.0 

ilAL  MATERIALS  PRICES  (1/3) 

107.6  107.1 

-3.4 

iS  FAILURES  (12/27) 

NA  NA 

NA 

TATE  LOANS  (12/25)  billions 

NA  NA 

NA 

SUPPLY,  M2  (12/23)  billions                 $3,831.0  $3,822.6 

4.6 

CLAIMS.  UNEMPLOYMENT  (12/28)  thous 

366  344r 

0.0 

Standard  &  Poor's,  Moody's,  Journal  of  Commerce  (index:  1990-100),  Dun 
■et  (failures  of  large  companies).  Federal  Reserve,  Labor  Dept. 


EST  RATES 


LATEST 

WEEK 

YEAR 

WEEK 

AGO 

AGO 

.FUNDS  (1/7) 

5.20% 

4.77% 

5.53% 

DIAL  PAPER  (1/8)  3-month 

5.45 

5.65 

5.45 

lATES  OF  DEPOSIT  (1/8)  3  month 

5.41 

5.51 

5.45 

IRTGAGE  (1/3)  30-year 

7.68 

7.85 

7.30 

.BLE  MORTGAGE  (1/3)  one  year 

5.76 

5.73 

5.56 

/7) 

8.25 

8.25 

8.50 

Federal  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

STEEL  (1/4)  thous.  of  net  tons 

1 ,999 

1 ,998# 

5.5 

AUTOS  (1/4)  units 

50,604 

390r# 

-35.1 

TRUCKS  (1/4)  units 

51,572 

401r# 

■32.6 

ELECTRIC  POWER  (1/4)  millions  of  kilowatt-hrs. 

NA 

60,151# 

NA 

CRUDE-OIL  REFINING  (1/4)  thous.  of  bbl./day 

14,083 

14,089# 

0.7 

COAL  (12/28)  thous.  of  net  tons 

15,424# 

21,239 

1.1 

LUMBER  (12/28)  millions  of  ft. 

263. 5# 

464.6 

23.2 

RAIL  FREIGHT  (12/28)  bilhons  of  ton-miles 

18.0# 

25.6 

-2.2 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute.  American  Petroleum  Institute,  Energy  Dept.  WW/PAl,  SFPA2.  Association  of 
American  Railroads 

PRICES 

LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

GOLD  (1/8)  $/troy  oz. 

356.600 

369.250 

-10.8 

STEEL  SCRAP  (1/3)  #1  heavy,  $/ton 

116.50 

116.50 

-16.5 

COPPER  (1/3)  e/ib. 

106.6 

105.1 

-15.5 

ALUMINUM  (1/3)  e/ib. 

73.5 

74.0 

-7.3 

COTTON  (1/4)  strict  low  middling  1-1/16  in.,  e/lb 

71.12 

72.05r 

-11.6 

OIL  (1/7)  $/bbl. 

26.19 

25.19 

31.3 

CRB  FOODSTUFFS  (1/7)  1967=100 

231.26 

233.22 

-1.1 

CRB  RAW  INDUSTRIALS  (1/7)  1967=100 

335.77 

335.32 

0.9 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,   ^Yr;iEX,  Commoditv  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

LATEST 
WEEK 

WEEK 
AGO 

YEAR 
AGO 

JAPANESE  YEN  (1/8) 

115.91 

115,85  105.22 

GERMAN  MARK  (1/8) 

1.58 

1.56 

1.44 

BRITISH  POUND  (1/8) 

1.69 

1.69 

1.54 

FRENCH  FRANC  (1/8) 

5.32 

5.25 

4.95 

ITALIAN  LIRA  (1/8) 

1542.7 

1531.5  1579.6 

CANADIAN  DOLLAR  (1/8) 

1.35 

1.37 

1.36 

MEXICAN  PESO  (l/8)< 

7.812 

7.853 

7.520 

TRADE-WEIGHTED  DOLLAR  INDEX  (1/8) 

99.8 

99.7 

95.7 

Sources:  Major  New  York  banks  Currencies  expressed  m  units  per  U  S  dollar, 
except  for   British   pound   in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machmery  and  defense 
l=Western  Wood  Products  Assn        2=Southern  Forest  Products  Assn  3-Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


E  WEEK  AHEAD 


!  ER  PRICE  INDEX 

;  Jan.  14,  8:30  a.m. EST >  Con- 
'  :es  for  all  goods  and  services  like- 
f  3%  in  December,  the  same  gam 
'  each  of  the  previous  three 
!   hot's  the  median  forecast  of  econ- 
•  'veyed  by  mms  International,  one 
t  Graw-Hill  Companies.  Excluding 
'  snergy,  prices  likely  grevy  0.2%  in 
"  ,  the  same  as  in  November. 

i!  ALES 

c  Ian  14,  8:30  a.m. EST  ^  Retail 
■  y  edged  up  0.2%  in  December. 

cars,  sales  likely  increased  0.3%. 
-Xed  by  retailer  reports  of  a  so- 

->eason.  In  November,  total  retail 


sales  unexpectedly  fell  0.4%,  but  they  rose 
0.3%  when  car  buying  was  excluded.  The 
November  data  could  be  revised  higher. 

BUSINESS  INVENTORIES 

Wednesday,  Jan.  15,  8:30  a.m. est  >■  The 
MMS  survey  expects  that  inventories  at  man- 
ufacturers, wholesalers,  and  retailers  grew 
0.3%  in  November,  after  a  0.5%  gam  in 
October.  Factories  have  already  reported  a 
0.4%  gam  in  their  stockpiles.  Business 
sales  in  November  were  probably  up  0.3% 
after  a  0.2%  rise  m  October. 

INTERNATIONAL  TRADE 

Friday,  Jan.  17,  8:30  a.m. est  >■  The  for- 
eign-trade deficit  for  all  goods  and  services 


probably  widened  in  November,  to  about 
$10  billion,  after  narrowing  quite  sharply  in 
October,  to  $8  billion.  Exports  likely  fell 
back  in  November  after  jumping  4.2%  in 
October.  Imports  probably  rose  m  November 
after  dipping  0.7%. 

INDUSTRIAL  PRODUCTION 

Friday,  Jan.  17,  9:15  a.m. est^  Industrial 
output  probably  increased  by  0.2%  in 
December,  on  top  of  a  0.9%  gain  in 
November.  The  jump  in  November  reflected 
heavy  energy  demand  because  of  unusually 
cold  weather  and  a  bounceback  m  auto  pro- 
duction after  a  strike  in  October.  December 
capacity  use  probably  stood  at  83.4%,  from 
83.3%  in  November. 
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SHOW  HOW 
YOUR  LOGISTICS 
SOLUTIONS 
DRIVE 
COSTS  DOWN 

Logistics: 
New  Solutions  to 
Rising  Demands 

Be  a  part  of  this 
informative  logistics  resource 
by  showcasing  your  services  to  more 
than  6.1  million*  executives  across  the 
country.  It's  a  valuable  opportunity 
to  connect  with  interested  prospects 
looking  for  more  profitable  ways 
to  run  their  businesses. 


For  more  information, 
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Grant  Getz 
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Phone:212-574-2167 
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v^estment  Figures  of  the  Week 


%  change 


BEST-PERFORMING 


Last  12 


>  500 

July    Jan.  Jan.  2-8 


760 

74841 

740 

730 


ek change  1 -week  change 
1%  -0.7% 


lENTARY 

couraging  start  for  1997. 
low  Jones  industrial  av- 
climbed  102  points,  to 
on  Jan.  3  and  closed  at 
id  6601  on  Jan.  7.  Corn- 
stocks  led  the  rally. 
Me.  the  dollar  hit  a  45- 
high  against  the  yen, 
'estors  wagered  that  the 
larkets  would  continue  to 
ivestors.  But  the  market 
back  to  6549  on  Jan.  8. 
op  was  sparked  by  a  de- 
1  bond  prices,  as  traders 
I  over  the  prospect  of 
interest  rates.  Disap- 
ig  profit  numbers  also 
5led  the  market. 


EST  RATES 


SURY  BOND  INDEX 

luly    Jan.  Jan.  2-8 


:  1490 
:  1478.64 
■  1465 


change       1 -week  change 

-3.1% 

omberg  Financial  Markets 


AL FUNDS 


I**  BiUS  DiversitieiJ  All  [quitv 
I  return        52-week  total  return 


U.S.  MARKETS 

Latest 

Week 

Year 

GROUPS 

month  % 

months  % 

Dow  lones  Industrials 

6549.5 

1.6 

26.0 

Semiconductors 

13.0  Oil  &  Gas  Drilling 

118.9 

NASDAQ  Combined  Composite 

1320.4 

2.3 

27.9 

Cosmetics 

9.8  Semiconductors 

70.7 

S&P  MldCap  400 

258.2 

1.0 

19.9 

Oil  &  Gas  Drilling 

7.5  Shoes 

69.7 

S&P  SmallCap  600 

146.1 

0.4 

22.1 

Homebuilding 

6.9  Computer  Software 

51.9 

S&P  SuperComposlte  1500 

161.4 

1.0 

20.9 

Soft  Drinks 

6.7  Money  Center  Banks 

49.5 

SECTORS 


%  change 
Week  Year 


WORST-PERFORMING  Last 


Bloomberg  Information  Age 

234.0 

1.5 

22.3 

S&P  Financials 

81.9 

0.2 

34.5 

S&P  Utilities 

199.9 

0.5 

-2.4 

PSE  Technology 

250.1 

2.6 

28.3 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

Lonuon  [r  l-ot  1 UUJ 

4087.5 

-0.8 

9.9 

Frankfurt  (n&Xl 
ridiiniuii  \unni 

2906  3 

0.6 

25.1 

Tokyo (NIKKEI  225) 

18,680.4 

-3.5 

-9.2 

Hong  Kong  (Hang  Seng) 

13,454.9 

0.0 

28.6 

Toronto  (TSE  300) 

5930.0 

0.1 

22.1 

Mexico  City  (IPC) 

3558.0 

5.9 

18.5 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1 .92  % 

1 .90  % 

2.27% 

S&P  500  P/E  Ratio  (Last12mos.) 

21.2 

21.2 

16.9 

S&P  500  P/E  Ratio  (Next12mos. 

*  16.1 

16.4 

NA 

First  Call  Earnings  Surprise* 

1 .92  % 

2.13% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

682.2 

679.3 

Positive 

Stocks  above  2G0-day  average 

69.0% 

65.0% 

Neutral 

Options:  Put/call  ratio 

0.52 

0.51 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.85 

1.80 

Positive 

GROUPS 


month  % 


Last  12 
months  % 


Manufactured  Housing    -13.4  Trucking  -30.2 

Gold  Mining  -11.3  Gold  Mining  -18.9 

Toys  -9.3  Broadcasting  -18.2 

Specialty  Retailers         -7.8  Machine  Tools  -17.7 

Conglomerates  -7.8  Steel  -12.2 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  'First  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
signilicant  buying  on  price  weakness 

Price 

1-month 
change 

Caterpillar 

75% 

-2V8 

Compaq  Computer 

74  Vb 

-1 1  % 

MFS  Communications 

26  V2 

-22  Vs 

Wells  Fargo 

273^/8 

-1  Vs 

Read-Rite 

25% 

-1 

Quantum 

28 '^16 

-'Vl6 

Decline  ahead?  Stocks  witti  most 
significant  selling  on  price  strength 

Price 

l-month 
change 

Microsoft 

85 

3V4 

Intel 

143% 

13V4 

Cisco  Systems 

68  V4 

'72 

WorldCom 

27 

3^/4 

Zitel 

48  Vs 

18% 

Eli  Lilly 

76  V4 

2V8 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


MONEY  MARKET  FUNDS 

4.98 

4.95 

5.20 

90-DAY  TREASURY  BILLS 

5.14 

5.21 

5.18 

e-MGNTH  TREASURY  BILLS 

5.29 

5.33 

5.22 

1-YEAR  TREASURY  NOTES 

5.60 

5.51 

5.19 

10-YEAR  TREASURY  BONDS 

6.59 

6.43 

5.68 

30-YEAR  TREASURY  BONDS 

6.84 

6.65 

6.04 

LONG-TERM  AA  INDUSTRIALS 

7.33 

7.14 

6.62 

LONG-TERM  BBB  INDUSTRIALS 

7.80 

7.60 

7.02 

LONG-TERM  AA  TELEPHONES 

7.54 

7.34 

6.95 

BLOOMBERG  MUNI  YIELD  EQUIVALENTS 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 
assuming  a  31%  federal  tax  rate. 


lO-yr.  bond 


30-yr.  bond 


Latest 

Last 

Latest 

Last 

week 

week 

week 

week 

GENERAL  OBLIGATIONS 

4.85% 

4.72% 

5.49% 

5.36% 

PERCENT  OF  TREASURIES 

73.62 

74.95 

80.24 

81.97 

TAXABLE  EQUIVALENT 

7.03 

6.84 

7.96 

7.77 

INSURED  REVENUE  BONDS 

4.98 

4.87 

5.74 

5.63 

PERCENT  OF  TREASURIES 

75.59 

77.34 

83.89 

86.10 

TAXABLE  EOUIVALENT 

7.22 

7.06 

8.32 

8.16 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Laggards 
%   Four-week  total  return  % 


EQUITY  FUND  OBJECTIVES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


Pioneer  India  A 
Vontobel  Eastern  Europ.  Eq. 
EVTrad.  Greater  India 
Federated  Emerging  Mhts.  A 
Morgan  Stanley  Em.  Mkts.  B 

Leaders 

52-week  total  return 


15.4  Matthews  Korea  -14.4 

14.1  DFA  Japanese  Small  Company -1 1.3 

9.7  Rydex  Precious  Metals  -11.1 

8.7  CappiellD-Rushmore  Gold  -10.4 

8.4  PIMCo  Adv.  Prec.  Metals  A  -9.7 


5.3  Specialty-Precious  Metals  -6.9 
4.5  Specialty-Technology  -0.9 

3.0  Specialty  -0.6 

2.4  Pacific  -0.4 

2.1  Maximum  Growth  0.0 


Laggards 
%    52-week  total  return 


% 


ningstar,  Inc. 


Interactive  Inv  Tech  Val. 
State  St.  Res.  Glob.  Res.  A 
PBHG  Technology  &  Common. 
Portico  MicroCap  Instl. 
Fidelity  Sel.  Energy  Serv. 


75.6  United  Svcs.  Gold  Shares  -37.2 

71.2  Matthews  Korea  -33.5 

70.6  Steadman  Technology  Grth.  -25.9 

69.5  Fidelity  Japan  Small  Co.  -24.7 

56.0  Lexington  Strat.  Invmnts.  -23.7 


Specialty-Real  Estate 
Diversified  Emerging  Market 
Europe 

Specialty-Health 
Specialty-Natural  Resources 

Leaders 

52-week  total  return 

Specialty-Real  Estate  32.1  Specialty-Precious  Metals  -6.5 

Specialty-Natural  Resources  30.3  Pacific  2.5 

Specialty-Financial  29.1  Specialty-Communication  8.3 

Specialty-Technology  29.0  Specialty-Utilities  9.2 

Small  Company  22.8  Foreign  10.2 


Laggards 

52-week  total  return 


s  of  market  close  Wednesday.  Jan  8,  1997,  unless  ottierwise  indicated  Industry  groups  sis,  and  mutual  fund  returns  are  as  of  Jan.  7.  For  a  more  detailed  explanation,  write  to  us  or  E- 
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Editorials 


HOW  TO  RESECURE 
SOCIAL  SECURITY 

What  a  mess.  Not  the  Social  Security  system,  but  the  so- 
lutions designed  to  "fix"  it.  A  13-member  commission 
that  took  two  years  to  study  the  problem,  only  to  split  three 
ways,  says  that  the  whole  discussion  has  become  embroiled 
with  ideology,  generational  warfare,  and  not  a  httle  bit  of 
greed.  It's  time  for  some  sensible  suggestions. 

First,  let's  recognize  the  Social  Security  "problem"  for 
what  it  is — a  baby  boomer  phenomenon.  It's  the  demograph- 
ically  fat  boomers  approaching  retirement  who  ai-e  causing  the 
problem,  not  their  already  retii'ed  elders  and  certainly  not  the 
Gen-Xers  below  them.  Second,  let's  recognize  the  Social  Se- 
curity problem  for  what  it  isn't — a  crisis.  Ideologues  replay- 
ing the  old  battle  over  a  government  insurance  program  for 
the  elderly  want  to  privatize  the  whole  thing  and  do  away 
with  it.  They  are  being  aided  and  abetted  by  some  on  Wall 
Street  who  see  a  gigantic  payday  in  selling  equities  and 
bonds.  The  truth  is  that  Social  Security  will  remain  solvent 
until  2030,  at  even  current  modest  economic  growth  rates.  By 
2035,  Social  Security  outlays  will  be  1.75  percentage  points 
highei"  as  a  proportion  of  gross  domestic  product  than  they 
are  today.  Medicare's  share  of  gdp,  however,  will  rise  by 
5.14  percentage  points,  making  it  much  more  of  an  immediate 
problem.  ; 

When  it  came  to  solutions,  all  thi-ee  factions  on  the  Social 
Security  Commission  agreed  on  two  things:  Keep  benefits  at 
current  levels  and  hike  taxes.  Both  are  bad  ideas.  The  con- 
sumer price  index  ab-eady  overetates  inflation  by  1  percentage 
point  or  more.  It's  nice  to  be  generous  to  grandma  and 
gi'andpa,  but  it's  crazy  to  be  lavish  to  the  boomers.  Cutting 
the  cost  of  living  adjustment  by  1  percentage  point  gets  rid  of 
two-thirds  of  all  the  shortfall  in  Social  Security  funding 
through  2052.  Bringing  new  public  employees  into  the  Social 
Security  system  and  raising  the  retirement  age  to  67  at 
once  practically  solves  the  shortfall  problem. 

As  for  raising  payroll  taxes,  forget  it.  They're  ab-eady  ex- 
tremely high,  and  the  burden  falls  disproportionately  on  the 
Gen-Xers  and  small  entrepreneurs.  If  the  boomer  bulge  is  the 
problem,  then  lowering  inheritance  taxes  makes  sense.  Many 
middle-class  boomers  have  parents  who  retu-ed  with  a  bundle 
thanks  to  the  inflationaiy  '70s.  Cutting  inheritance  taxes  on 
the  old  is  better  than  raising  payroll  taxes  on  the  young. 

But  what  about  putting  Social  Security  funds  into  the 
stock  market  for  higher  returns?  It's  a  good  idea,  but  do  we 
really  want  the  government  playing  the  market?  Can  we 
truly  insulate  investment  planning  from  political  pressures? 
Who  guarantees  payout  if  the  market  falls?  Will  the  new  flow 
of  funds  into  stocks  raise  interest  rates  on  debt,  hurting  the 
economy? 

Privatization  is  still  worth  an  experiment.  A  miUion  medical 
savings  accounts  are  being  set  up  to  see  if  they  are  viable  in 
the  real  world.  Let's  try  the  same  thing  with  personal  re- 


tirement accounts.  The  U.  S.  can  afford  to  experiment. ' 
is  no  Social  Security  crisis,  only  a  problem  that  has  pra 
solutions. 

GLOBAL  INFLATION? 
NOT  JUST  YET  i 

The  inflation  hawks  are  squawking  again.  In  1995, 
said  rising  commodity  prices  and  tight  capacity 
cause  inflation.  Wrong.  In  1996,  they  said  low  unemplo; 
would.  Wrong  again.  Today,  it's  "synchronization."  Fc 
first  time  in  Wstory,  they  argue,  industrial,  developinj 
postcommunist  countries  will  grow  simultaneously  in  195 
the  global  boom  will  create  new  inflationary  pressui-es. 
is  logic  to  the  hawks'  argument,  but  we  think  their  tin 
off.  There  remains  plenty  of  room  for  growth  without  in] 
Why?  Japan  is  in  the  economic  pits,  Despite  huge  g 
ment  spending  and  a  40%  devaluation  of  the  yen,  the  ec( 
can't  find  traction.  The  Nikkei  is  lower  than  in  1987,  wh 
Dow  has  tripled.  Japan  isn't  growing  strongly  anytime 
Ditto  for  Europe.  The  drive  to  create  a  common  curra 
'98  is  a  major  drag  on  growth.  Like  Japan,  Europe  ha 
just  begun  to  deregulate.  Look  for  growth  in  '97,  but  no 
And  the  Asian  tigers?  South  Korea  has  mismanag 
success  and  a  nationwide  strike  of  dozens  of  unions  is  s 
ing.  As  Hong  Kong  reverts  to  China,  pobtical  connectio 
ab-eady  replacing  entrepreneurial  flam  And  in  China,  Ja] 
and  U.  S.  investors  complain  about  conniption  and  low  ] 
The  Pacific  Rim  will  grow  in  1997,  but  don't  expect  any 
The  inflation  hawks  still  have  a  point.  An  integrated 
market  economy  of  this  magnitude  is  uncharted  tei 
Through  luck,  pluck,  and  savvy,  capacity  has  kept  u; 
demand.  The  U.  S.  and  Pac  Rim  expansions  have  been 
ment-led.  Pobcymakers  should  ensure  that  this  continu 
prepare  for  the  synchi-onized  global  boom,  whenever  it 

THE  TRUSTBUSTERS 
GET  ONE  RIGHT/.///;; 

The  Federal  Trade  Commission's  Dec.  17  settlemeiB 
Ciba-Geigy  Ltd.  and  Sandoz  Ltd.  shows  a  newB 
among  ti-ustbusters  about  high-tech  competition.  In  arl 
where  mtellectual  property  is  critical,  the  ftc  moved  tail 
sure  that  no  single  company  monopolizes  r&d  and  innoB 
The  FTC  blessed  the  merger  of  the  two  pharmaceutft 
ants  but  requb'ed  them  to  license  out  key  gene-therapylH 
rights  to  Rhone-Poulenc  Rorer  to  guarantee  competitiorE 
technology.  The  Ciba-Sandoz  case  is  the  purest  acknoAW 
ment  yet  of  the  growing  importance  of  r&d  competiti 
knowledge-based  21st-century  economy,  r&d  is  a  key 
of  modem-day  competition.  When  companies  care  moi 
their  patent  portfobos  than  their  factories,  it's  right  fo 
busters  to  ensiu"e  that  market  giants  don't  comer  kno  • 
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NAFTA:  A  NEW  UNION-BUSTING  WEAPON? 


SINCE  THE  NORTH  AMERICAN 

Free  Ti-ade  Agreement  took 
effect,  U.  S.  employers  have 
routinely  threatened  during 
union  elections  to  close  plants 

U.S.  UNIONIZING 
VOTES,  1993-1995 


BEFORE  VOTE 

PLANT  CLOSINGS 
THREATENED 

AFTER  VOTE 

WHERE  UNION 
WINS,  PLANTS 
ACTUALLY  CLOSED 


50% 
7.5% 


DATA  KATE  BRONFENBRENNER, 
CORNELL  UNIVERSITY 


nerI  T 
/  P 


production 
to  Mexico 
or  e 1 s  e  - 
where,  says 
a  new  study 
c  0  ni  m  i  s  - 
sioned  un- 
der NAFTA. 
This  dire 
picture  has 
prompted  the  U.  S.  Labor 
Dept.  to  sit  on  the  study. 
Labor  insiders  say,  out  of  fear 
the  report  will  fuel  skepti- 
cism toward  expanding 
NAFTA — and  its  companion 
safeguards  for  collective  bar- 
gaining— to  other  Latin 
American  lands.  The  issue  is 
still  being  i-eviewed,  a  Labor 
spokesman  says,  denying  any 


political  influence.  That's 
nearly  four  months  after  Cor- 
nell researchers  turned  in 
their  report. 

The  report,  based  on  union 
elections  from  1993  to  1995, 
indicated  half  of  the  employere 
thi'eaten  to  close  plants  when 
facing  a  luiion  vote.  Labor  los- 
es nearly  half  the  time  when 
that  happens,  vs.  33%  when 
no  warnings  ai'e  issued.  When 
employers  lose,  7.5%  go  ahead 
and  close  the  plant — triple  the 
level  in  the  pre-NAFTA  1980s. 
The  study  didn't  delve  into 
whether  any  of  those  jobs 
moved  outside  the  U.  S. 
"NAFTA  created  a  climate  that 
has  emboldened  employei's," 
says  Kate  Bronfenbrenner,  a 
reseaixher  who  headed  up  the 
study  for  the  U.  S.,  Canadian, 
and  Mexican  governments. 
She  agreed  to  release  the  re- 
port after  the  Labor  Dept. 
balked.        Aaron  Bernstein 


THE  DEAL  MILL 

A  FRISCO  FOOTHOLD 
FOR  COMMERZBANK 

MONTGOMERY  SECURITIES, 
the  San  Francisco  invest- 
ment bank,  is  close  to  selling 
its  $7.4  billion  mutual- 
fund  business  to 
Germany's  Com- 
merzbank.  A  source 
familiar  with  the 
deal  says  it  is 
"fairly  imminent," 
though  the  two  arc 
still  haggling  over 
details — including 
the  selling  price  and 
whether  the  funds 
unit  will  retain 
its  name,  Mont- 
gomery  Asset  Management. 

Montgomery  put  this  sev- 
en-year-old business,  which 
manages  19  no-load  mutual 
funds,  up  for  sale  several 


KOHLHAUSSEN 


expansion  in  the  junk-bond 
and  brokerage  businesses. 
Montgomery  Growth,  its 
lai'gest  fund,  with  .$1  billion  in 
assets,  posted  a  respectable 
20.2%  return  in  1996. 

Neither  party  would  con- 
firm the  deal.  But  a  Com- 
merzbank  official  says  the 
Frankfurt-based  gi- 
ant, like  other  Eu- 
ropean banks,  is 
keen  on  building  up 
its  U.  S.  presence. 
Led  by  CEO  Martin 
Kohlhaussen,  the 
bank  in  1995  bought 
a  stake  in  Bo.ston- 
based  Martingale 
Asset  Management. 
Other  recent  Euro- 
pean  deals  include 
Barclays  Bank's  acquisition  of 
Wells  F'argo  Nikko  Invest- 
ment Advisors  and  Dresdner 
Bank's  of  rcm  Capital  Man- 
agement.   Linda  Himelstein 


months  ago,  mainly  to  finance  I  and  Karen  Lowry  Miller 


TALK  SHOW  uwe  see  Presidents  riding  on  horseback,  t 
ping  firewood.  The  notion  that  he  doesn't  have  a  minute  t 
spare  is  not  credible." — Supreme  Court  Justice  Anthony  Sa 
after  Bill  Clinton's  lawyers  said  he  would  be  too  busy  to  worry  ab 
the  Paula  Jones  lawsuit  while  he's  in  office 

%   SEEING  RED:  S? 

fry  are  steamet 


WILD  BLUE  YONDER 

THE  CONTENTIOUS 
PRICE  OF  AIR  SAFETY 

AERIAL  COMBAT  HAS  ERUPTED 

over  how  best  to  pay  for  up- 
gi'ading  the  air  traffic  conti-ol 
system.  The  network's  ad- 
vanced age  has  contributed 
to  dangerous  communications 
blackouts  between  controllers 
and  au'craft — and  lengthy  de- 
lays for  travelers.  Estimated 
costs  to  upgi'ade  the  system 
run  about  $37  billion. 

Led  by  Northwest,  the 
seven  major  caniers  propose 
financing  the  project  by  shift- 
ing more  of  the  bill  to  low- 
cost  airlines,  who  are  out- 
raged at  the  idea.  The  majors 
want  the  feds  to  scrap  the 
10%'  ticket  tax  passengei's  pay 


to  maintain  the 
system.  (Now,, 
lai'ge  airlines  fii^ 
the  most  reveni; 
cause   their  t- 
prices  are  hi[ 
Instead,  the  Big 
en  want  to  raise  more  n 
from  a  fee  set-up  they  ; 
tied  more  closely  to  at 
age,  anchored  by  a  flat 
per-passenger  charge, 
not  endoi'sing  this  parti 
plan,  the  Clinton  Admit 
tion  and  such  key  lawn 
as  Senator  John  Mc<  a 
Ai-iz.)  back  the  usage- 
concept. 

But  the  bargain  cai 
led  by  Southwest,  sa 
Big  Seven's  plan  is  unfa 
would  destroy  their  cojo 
five  edge  by  forcing  tb 
boost  ticket  prices.  Th 
cost  airlines  say  they 
pay  more,  which  the  i. 
don't  dispute.  An  exame 
calculated  by  Southwe;: 
South  would  pay  a  K! 
and  American  just  8'  - 
point  di'op  ft'om  the 
level.      Christina  Dci 


THE  LIST  COUCH  POTATO  CENTRAL 


no  surprise  that  Greenwoc 
Greenville,  Miss.,  is  No 
the  tube. 


America's  media-consump- 
tion capitals  aren't  the  same 
as  its  media-production  cap- 
itals, New  York  and  Los 
Angeles.  That's  because  big 
metro  areas  have  more  dis- 
tractions to  compete  with 
media,  says  ad  firm  Young  & 
Rubicam,  which  surveyed 
audience  concentrations. 
Smaller  towns  rule  here.  So, 


TOP  MEDIA  AUDIENCES 

Average  time  spent  daily  ( hours-minutes]  per  capita,  i 
Nielsen  Designated  Market  Areas 


TELEVISION 
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RADIO 

MIAMI-FT.  LAUDERDALE 

NEWSPAPERS 

UTICA,  N  Y. 

MAGAZINES 

BURLINGTON,  VT.-PLAHSBURGH,  N.Y 

ONLINE 
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SAVING  A  FEW  BUCKS  ON  POLITICAL 
RISK  INSURANCE  SEEMS  TO  MAKE  SENSE. 

UNTIL  SOME  FOREIGN  GOVERNMENT 
NATIONALIZES  YOUR  BUSINESS. 


For  companies  doing  business  overseas,  the  reality  is  that  poHtical  risk  insurance  has  become 
a  necessity.  Political  upheavals  are  difficult  to  forecast.  Rising  nationalism  increases  the  risk  of 
expropriation.  Changing  economic  forces  make  currency  inconvertibility  more  likely.  And  political 
violence  is  a  constant,  looming  threat. 

AIG  Global  Trade  &  Political  Risk  Insurance  Company,  a  member  company  of  American 
International  Group,  Inc.,  is  the  only  company  with  the  global  presence  and  knowledge  of  local  condi- 
tions to  protect  you  around  the  world. 

When  you're  an  AIG  client,  you're  not  just  buying  insurance.  You're  getting  a  business  partner. 
With  offices  in  more  than  130  countries  and  jurisdictions  worldwide,  AIG  has  the  expertise,  perspec- 
tive and  long-term  relationships  necessary  to  resolve  international  problems  whenever  they  arise. 
AIG  Global  customers  also  benefit  from  the  experience  of  a  board  of  directors  that  includes  former 
U.S.  Secretary  of  State  Henry  A.  Kissinger,  former  U.S.  Trade  Representative  Carla  A.  Hills, 
former  Treasury  Secretary  and  U.S.  Senator  Lloyd  M.  Bentsen,  former  World  Bank  President 
Barber  Conable,  Jr.,  and  former  Prime  Minister  of  Pakistan  Moeen  Oureshi. 

Other  insurance  companies  may  offer  capacity.  Only  AIG  Global  underwrites  longer-term  polit- 
ical risk  coverages  up  to  $120  million  capacity  per  project,  guaranteed  for  seven  years  and  backed  by 
the  strongest  balance  sheet  and  top  financial  ratings  in  the  business.  Perhaps  that's  why  AIG  has  been 
the  leader  in  political  risk  coverage  for  more  than  twenty 
years.  To  find  out  how  AIG  can  help  solve  your  political  risk 
problems,  call  one  of  the  lead  underwriters  listed  below. 


AIG 


Global 

Trade  &  Political  Risk 

Insurance  Company 


A  member  company  of  American  International  Group,  Inc 


Ray  Antes 
AIG  Global,  New  York 
(212)  770-7819 


Elizabeth  Bloch 
AIG  Global,  Chicago 

(312)  950-54!^ 


Jackie  Deane  Jon  Kay  Julian  Edwards 

AIG  Global,  San  Francisco       AIG  Global,  Melbourne.  Australia       AIG  Global,  U.K.  &  Europe 
(415)445-2855  61.39-522-4798  171-280-8832 


Coverage  may  not  be  available  for  risks  in  certain  countries. 
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riNSELTOWN 


may  have  walked 
away  from  Dis- 
ney "with  a  $70 
milHon-plus  sev- 
erance package, 
but  there's  yet 
more  money  to 
be  made  — at 
least  by  viriters 
churning  out 
books  about  the 
former  super- 
agent  and  Dis- 
OVITZ:  So  ney  president. 
far,  five  The  first,  titled 
hooks  Ovitz  and  due  in 
September  from 
McGraw-Hill  (publisher  of 
BUSINESS  WEEK),  is  by  ex-UPi 
reporter  Robert  Slater  Ovitz 
gave  Slater  several  inter- 
views and  asked  such  one- 
time clients  as  Tom  Ci-uise  to 
talk  to  him. 

A  far  more  critical  look  at 
Ovitz  is  expected  from  ex- 
Newsweek  reporter  Nikki 
Finke,  whose  long-stalled  book 
Pay  or  Play  is  to  be  pub- 
hshed  by  Bantam  Doubleday 
Dell's  Dial  Pi-ess.  Finke's  book 
chronicles  the  power  of  the 
Hollywood  agent  and  is  said 
to  include  tons  on  Ovitz's 
backi'oom  muscling. 

The  big  guns  come  later. 
Pulitzer  Prize-winner  James 
Stewart  {Deti  of  Thieves)  has 


AND  NOW,  101  POST-MORTEMS? 


signed  with  Simon  &  Schus- 
ter to  wiite  about  Ovitz  and 
other  controversies  at  Disney. 
Broadway  Books,  also  a  Ban- 
tam unit,  has  Kim  Masters 
viriting  on  Hollywood  power 
figures,  including  Ovitz,  whom 
she  skewered  in  December's 
Vanity  Fair. 

The  top  heavyweight  in 
this  arena,  however,  is  Dis- 
ney Chairman  Michael  Eis- 
ner himself.  He  has  been 
working  on  an  authorized  bi- 
ogi'aphy  with  freelancer  Tony 
Schwartz.  A  spokesman  for 
Disney  says  Eisner  hasn't 
signed  with  a  publisher  and 
doesn't  even  know  if  the  proj- 
ect will  go  foi-ward.  But  the 
Tinseltown  betting  is  that  he 
will  want  his  owti  account  on 
the  record.     Ronald  Grover 


DRAWN  &  QUARTERED 


MB  m. 

V 


CAR  TALK 


A  FAMILY  GAR-FOR  INDIANA  JONES 


THE        MOST  INTRIGUING 

vehicle  at  the  Detroit  auto 
show  in  eai'ly  January  wasn't 
a  snazzy  sports  car  or 
brawny  tnick  but  a  practical 
foui-door  Jeep  from  Chiyslei-. 
The  Dakar  actually  seems 
ready  for  the  bush,  unlike 


RETAIL  TALES 


WELCOME  TO  SONYWORLD 


SONY  S  U.  S.  HEADQUARTERS  IN 
midtowm  Manhattan  features 
a  high-tech  fantasyland  for 
the  public  called  Wonder 
Technology  Lab.  There,  Sony 
showcases  its  latest  advances, 
allowing  people  to  edit  a  mu- 
sic video,  program  a  robot, 
or  view  high-definition  TV. 

Now,  Sony  plans  to  open 
Wonder-type  facilities  in  most 


THE  BIG  PICTURE 


DEVELOPMENT  TIME  IS  MONEY 

Bringing  out  new  products  is  quicker  these  days. 
Designers  can  communicate  faster  in  today's  wired  world. 
Manufacturing  is  swifter,  too.  Back  in  the  1980s,  Hewlett- 
Packard  worked  four  years  on  the  iiik-jet  printer. 


Now,  that  would  take 
40%  less 
time. 


BREAKTHROUGH  PRODUCTS 


major  cities 
worldwide. 
Constinction 
began  last 
month  in 
San  Fran-  ROBOT: 
Cisco's  Yerba  your  service 
Buena  Gar- 

dens.  The  350,000-square-foot 
complex,  costing  an  undis- 
closed sum,  is  due  to  open  in 
1998.  The  only  other  one  an- 
nounced thus  far,  in  Berlin, 
is  scheduled  foi-  2000.  Unlike 
the  New  York  version.  Won- 
der Lab's  siblings  are  meant 
to  turn  a  profit  and  will 
charge  visitors. 

Another  difference:  The 
new  ones  will  feature  multi- 
screen theaters,  including  a 
3-D  Imax,  plus  restaurants 
and  stores.  All  will  be  wired 
with  an  intranet,  pennitting 
visitors  such  conveniences  as 
ordering  movie  tickets  elec- 
tronically while  dining.  The 
interactive  attractions  will 
vary  by  locale,  so  maybe 
tourists  will  want  to  see 
them  all.  Lisa  Sanders 


many  foui -by-foui's,  whic  i 
more  at  home  in  mall  pa  ii 
lots.  The  name  of  this!( 
cept  vehicle  comes  fi'ort 
grueling  Paiis-to-Dakar  a 
and  most  of  its  parts  » 
off  the  Wrangler,  the  c  n 
thing  to  the  original  e 
that  Chiysler  offers. 

The  Dakar  is  talleia 
longer  than  the  Wrangl(  I 
shares  its  chassis,  suspest 
and  engine.  It's  also  I  d 
with  ragged  featui'es:  a  ir 
in  fi'ont  winch,  a  robi!<'' 
rack  with  spotlights,  e\  i 
tional  shovels  on  the  sicfe  i 
those  safari  emergencieiT 
Dakar's  trae  appeal  is  it  si 
and  utiUty — bigger  thaiTc 
ota's  RAV4,  yet  smalleiA 
the  Jeep  Cherokee. 

While  some  concepica 
serve  only  as  design  e 


THE  DAKAR:  No  city  sBe 

ments,  the  Dakar  |ou 
swiftly  find  its  way  ir^  tl 
showroom.  Since  it  usji  tl 
Wi-angler  platfonn,  it  ipit 
ty  much  ready  for  p»du 
tion.  While  mum  abol  tl 
Dakar's  future,  Chrysjr  e 
ecutives  don't  disccfra) 
such  talk.  Billlo' 


FOOTNOTES  Sliaic  (u  me  L'.S.  populatiun  tliat  uses  E-mail:  1992:  2%;  1996:  15% 
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MANAGING 
'HOUSANDS 
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Ylfyour  mainframe-based  enterprise  has  expanded  to  include  thousands  of  PCs  and  servers,  while 
your  internal  resources  haven't,  call  Vanstar,  the  distributed  computing  experts.  YVanstar  offers  the 
aetwork  management  and  life  cycle  services  you  need  to  manage  growth:  consulting  and  design, 
network  planning,  integration,  procurement,  financing,  installation,  and  deskside  support.  Evervthing 
^ou  need  to  break  free  of  your  internal  constraints.  Y  With  Vanstar,  you  choose  as  much,  or  as  little, 
of  our  expertise  as  you  need  to  master  your  distributed  computing  environment.  That  tlexibility  is  why 


lundreds  of  Fortune  1000  companies  have  selected  Vanstar.  YTolearn  A 


low  you  can  stay  ahead,  please  visit  us  at  www.vanstar.com/8ball  or  call 

W  The  Tecmnoloov  Services  Company- 

IS  at  1-800-994-2345.  We'll  help  you  make  a  clean  break.  www.vanstar.com 
/ST 


■  ^S996  Vanstar  ( 'orporatum  All  traiUmarks  art  ih<  properry  of  their  ri 


THE  WORLD. 


[  Revolves  Around  the  Sun  ] 
[  Is  More  Than  4  Billion  Years  Old  ] 
■[  Orbits  at  an  Average  Speed  of  18.6  ini/s.ec:  ] 

RUNS  ON  WINDOWS 


Aristotle  said  the  Sun  revCved  around  *e  Earth^Cop«ni^^^ 

;sroir:^rur..r:?or^.h^^^^ 
r^^d-^rrir 

on  the  planetl  To  subscribe,  simply  call  1-800-763-2382. 

[  http://www.winmag.com/bw/  ] 
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BECAUSE  THE  WORLD  RUNS  ONWI 
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EVERY  ONCE  IN  A 


BLUE  MOON,  SOMETHING  NEW 


COMES  ALONG  THAT 


SCRAMBLES  YOUR 


PRECONCEPTIONS 


AND  TURNS  OUT  TO  BE 


A  WHOLE  NEW  OMELET. 


LIKE,  WHOEVER  THOUGHT 


YOU  COULD  SAY 


LUXURY  CAR"  AND  "FUN" 


IN  THE  SAME  SENTENCE? 


We  DID! 


IN  FACT,  WE  SAID  IT  IN 


JUST  ONE  WORD. 


Readers  Report 


BARSHEFSKY:  IN  DEFENSE  OF 
CLINTON'S  TRADE  RECORD 

Contrary  to  Robert  Kuttner's  asser- 
tion ("How  Clinton's  trade  policy  ham- 
strings America,"  Economic  Viewjjoint, 
Dec.  30),  President  Clinton's  policy  con- 
sistently I'eflects  a  strong  vision  to  sus- 
tain U.  S.  economic  competitiveness  and 
American  jobs  in  the  21st  centiuy — and 
a  solid  record  of  tough  market-opening 
actions. 

Overall,  U.  S.  exports  to  Japan  are 
up  35%.  Worldwide,  the  Administration 
has  negotiated  more  than  200  market- 
opening  trade  agi'eements,  and  U.  S.  ex- 
ports are  up  35%  over  the  past  four 
years,  at  record  levels. 

At  President  Clinton's  direction,  the 
U.  S.  has  led  the  world  in  setting 
tougher  standards  foi'  trade  with  China. 
In  1995  and  1996,  the  Clinton  Adminis- 
tration moved  unilaterally  to  combat  in- 
tellectual-property piracy  in  China. 

The  President  also  led  the  interna- 
tional community  to  put  new  enforce- 
ment powers  in  the  World  Tirade  Orga- 
nization to  ensure  that  all  nations  abide 
by  the  same  iiiles  and  standards. 

The  President's  record  has  demon- 
strated exactly  the  right  measure  of 
U.  S.  leadership  in  opening  global  mar- 
kets and  preparing  for  the  challenges 
of  the  21st  centuiy  economy. 

Charlene  Barshefsky 

U.  S.  Ti'ade  Repi-esentative  Designate 
Washington 

LOOK  WHO'S  VETOING 

THE  LINE-ITEM  VETO  

Tlie  veiy  thought  that  the  Republican 
party,  my  party,  would  endeavor  to 
thwart  the  line-item  veto — after  it  spent 
so  much  time  advocating  it — is  beyond 
my  comprehension  ("A  line-item  veto 
that  isn't?"  Up  Front,  Dec.  30). 

Democrats  may  be  labeled  the  tax- 
and-spend  party,  but  the  Republican 
party  is  working  hard  to  mimic  the  De- 
mocrats' pork-ban-el  spending  without 
pacing  for  it  with  taxes. 

William  A.  McKee 
Dallas 


CORRECTIONS  &  CLARIFICATIONS 

"Heads  up  in  the  heartland"  ("Where  to 
invest,"  Cover  Story,  Dec.  30)  misquoted 
Raymond  E.  Ross,  the  president  of  Cincin- 
nati Milacron.  Ross  did  not  say  the  company 
would  be  profitable  for  the  first  time  since 
1981.  He  said  the  company's  machine-tools 
section  would  be  profitable  for  the  first  time 
since  1981. 

In  "The  best  new  products"  (Cover  Story, 
Jan.  13),  the  car  identified  in  a  photograph 
as  the  1997  Toyota  Camry  was  actually  a 
1996  model. 


MEDICAL  SAVINGS  ACCOUNTS 
MAY  BE  A  MISNOMER  

In  a  yeai'  when  Congi-ess  will  grapple 
with  improving  the  finances  of  Medicai-e, 
I  was  disheartened  to  learn  the  details 
of  the  medical  savings  account  plan  cur- 
rently being  implemented  ("Youi'  doc- 
tor may  be  in  again,"  News:  Analysis  & 
Commentary,  Dec.  30). 

Recent  advances  in  dmg  therapy,  es- 
pecially lipid-lowering  and  antihyper- 
tensive medicines,  can  significantly  re- 
duce cardiovascular  mortality  and  the 
need  for  expensive  coronaiy-artery  sui'- 
gical  procedures.  But  "rational  con- 
sumers" with  medical  savings  accounts 
ai'e  likely  to  gamble  and  save  the  $1,000 
to  $2,000  a  year  for  doctor  visits  and 
medications.  If  they  lose  and  have  a 
heart  attack,  they  still  keep  the  mon- 
ey— and  Medicare  pays  the  higher  bill. 

Congi-ess  and  the  President  would  be 
wise  not  to  expand  the  progi'am  unless 
they  also  plan  to  find  some  new  money 
to  fund  the  extra  care  Medicare  will 
have  to  provide. 

Kenneth  B.  Frisof,  M.  D. 
Shaker  Heights,  Ohio 

THE  ODDS-ON  FAVORITE 
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per-second  modems,  Stephen  Wildstrom 
wTote  that  the  industry  has  developed 
two  incompatible  technical  approaches. 
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one  by  U.  S.  Robotics  Corp.  and 
other  by  Lucent  Technologies  and  I 
well  International  ("Soon,  modems 
muscle,"  Technology  &  You,  Dec. 
He  went  on  to  say  that  U.  S.  Rob 
seems  to  be  ahead  in  the  race  to 
up  both  service  providers  and  c 
manufactui'ers  for  its  x2  system. 

More  than  400  companies  havd 
nounced  their  support  for  Kseflexj 
protocol  created  by  Lucent  and  1) 
well.  That  gi-oup  of  companies  supi 
more  than  70%  of  the  world's  moci 
It  includes  the  leading  personal- 
puter  manufactui'ers  that  build  mo' 
into  their  consumer  PCs. 

This  gives  consumers  more  ch 
of  modem  or  PC  vendor  to  choose 
And  more  choice  usually  results  in 
competitive  prices  on  equipment. 

Bob  Fi 
General  il;i 
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Lucent  Techno  e 
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BARSHEFSKY:  IN  DEFENSE  OF 
CLINTON'S  TRADE  RECORD 

Contrary  to  Robert  Kuttner's  asser- 
tion ("How  Clinton's  trade  policy  ham- 
strings America,"  Economic  Viewpoint, 
Dec.  30),  President  Clinton's  policy  con- 
sistently reflects  a  strong  vision  to  sus- 
tain U.  S.  economic  competitiveness  and 
American  jobs  in  the  21st  centmy — and 
a  solid  record  of  tough  market-opening 
actions. 

Overall,  U.  S.  exports  to  Japan  are 
up  35%.  Worldwide,  the  Administration 
has  negotiated  more  than  200  market- 
opening  trade  agi-eements,  and  U.  S.  ex- 
ports are  up  35%  over  the  past  four 
years,  at  record  levels. 

At  President  Clinton's  direction,  the 
U.  S.  has  led  the  world  in  setting 
tougher  standards  for  trade  with  China. 
In  1995  and  1996,  the  Clinton  Adminis- 
tration moved  unilaterally  to  combat  in- 
tellectual-property piracy  in  China. 

The  President  also  led  the  interna- 
tional community  to  put  new  enforce- 
ment powers  in  the  World  Ti-ade  Orga- 
nization to  ensui'e  that  all  nations  abide 
by  the  same  lules  and  standards. 

The  President's  record  has  demon- 
strated exactly  the  right  measure  of 
U.  S.  leadership  in  opening  global  mar- 
kets and  preparing  for  the  challenges 
of  the  21st  century  economy. 

Charlene  Barshefsky 

U.  S.  Ti-ade  Representative  Designate 
Washington 

LOOK  WHO'S  VETOING 

THE  LINE-ITEM  VETO  

The  veiy  thought  that  the  Republican 
pai'ty,  my  party,  would  endeavor  to 
thwail  the  line-item  veto — after  it  spent 
so  much  time  advocating  it — is  beyond 
my  comprehension  ("A  line-item  veto 
that  isn't?"  Up  Front,  Dec.  30). 

Democrats  may  be  labeled  the  tax- 
and-spend  party,  but  the  Republican 
party  is  v/orking  hard  to  mimic  the  De- 
mocrats' pork-barrel  spending  without 
paying  for  it  vrith  taxes. 

William  A.  McKee 
Dallas 


CORRECTIONS  &  CLARIFICATIONS 

"Heads  up  in  the  heartland"  ("Where  to 
invest,"  Cover  Story,  Dec.  30)  misquoted 
Raymond  E.  Ross,  the  president  of  Cincin- 
nati Milacron,  Ross  did  not  say  the  company 
would  be  profitable  for  the  first  time  since 
1981.  He  said  the  company's  machine-tools 
section  would  be  profitable  for  the  first  time 
since  1981. 

In  "The  best  new  products"  (Cover  Story, 
Jan.  13),  the  car  identified  in  a  photograph 
as  the  1997  Toyota  Camry  was  actually  a 
1996  model. 


MEDICAL  SAVINGS  ACCOUNTS 
MAY  BE  A  MISNOMER  

In  a  year  when  Congress  will  grapple 
with  improving  the  finances  of  Medicare, 
I  was  disheartened  to  leani  the  details 
of  the  medical  savings  account  plan  cur- 
rently being  implemented  ("Your  doc- 
tor may  be  in  again,"  News:  Analysis  & 
Commentary,  Dec.  30). 

Recent  advances  in  drug  therapy,  es- 
pecially lipid-lowering  and  antihyper- 
tensive medicines,  can  significantly  re- 
duce cardiovascular  mortahty  and  the 
need  for  expensive  coronary-arteiy  sm- 
gical  procedures.  But  "rational  con- 
sumers" with  medical  savings  accounts 
are  likely  to  gamble  and  save  the  $1,000 
to  .$2,000  a  year  for  doctor  visits  and 
medications.  If  they  lose  and  have  a 
heart  attack,  they  still  keep  the  mon- 
ey— and  Medicare  pays  the  higher  bill. 

Congi-ess  and  the  President  would  be 
wise  not  to  expand  the  program  unless 
they  also  plan  to  find  some  new  money 
to  fund  the  extra  care  Medicare  will 
have  to  provide. 

Kenneth  B.  Frisof,  M.  D. 
Shaker  Heights,  Ohio 

THE  ODDS-ON  FAVORITE 
IN  THE  GREAT  MODEM  RACE? 

In  his  recent  article  about  56-kilobit- 
l^er-second  modems,  Stephen  Wildstrom 
wi'ote  that  the  industiy  has  developed 
two  incompatible  technical  approaches. 
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one  by  U.  S.  Robotics  Corp.  and 
other  by  Lucent  Technologies  and  I 
well  InteiTiational  ("Soon,  modems 
muscle,"  Technology  &  You,  Dec.: 
He  went  on  to  say  that  U.  S.  Robi 
seems  to  be  ahead  in  the  race  toj 
up  both  service  providers  and  c; 
manufacturers  for  its  x2  system.  ,' 
More  than  400  companies  hav(( 
nounced  their  support  for  K.56flex| 
protocol  created  by  Lucent  and  ^ 
well.  That  gi'oup  of  companies  sufl 
more  than  70%  of  the  world's  mo^ 
It  includes  the  leading  personal-li 
puter  manufactui-ers  that  build  moi! 
into  their  consumer  PCs. 

This  gives  consumers  more  chli 
of  modem  or  pc  vendor  to  choose  s: 
And  more  choice  usually  results  in  i 
competitive  prices  on  equipment. 

Bob  Fr 
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IN  THIS  ISSUE,  BUSINESS  WEEK  PRESENTS  ITS 

first  annua!  list  of  top-selling  business 
books  for  the  past  year. 

In  1996,  readers  sought  advice  on 
investing,  forecasts  of  the  future,  and 
counsel  on  managing.  There  was  interest 
in  digital-age  developments  and  in  how 
to  deal  with  the  tax  man.  But  most  pop- 
ular of  all  were  works  on  two  bespecta- 
cled subversives — Dilbert  and  Dogbert. 
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1  THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusiness 

•  $20)  The  revenge  of  the  cubicle  dwellers. 

2  DOGBERT'S  TOP  SECRET  MANAGEMENT  HANDBOOK  by 

Scott  Adams  (HarperBusiness  •  $16)  Biting  observations 
from  a  top  dog. 

3  THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
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4  WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
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strike  it  rich. 

5  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusiness*  $25)  How  3M,  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

6  AGAINST  THE  GODS  by  Peter  L.  Bernstein  (Wiley  •  $27.95) 
Risk  management  in  the  making  of  the  modern  world. 

7  ONLY  THE  PARANOID  SURVIVE  by  Andrew  S.  Grove 
(Currency  •  $27.50)  Intel's  CEO  describes  how  to  turn  crises 
into  moments  of  opportunity. 

8  THE  BEARDSTOWN  LADIES'  STITCH-IN-TIME  GUIDE  TO 
GROWING  YOUR  NEST  EGG  by  the  Beardstown  Ladies' 
Investment  Club  with  Robin  Dellabough  (Hyperion  •  $19.95) 
The  team  from  Illinois  turns  to  retirement  planning. 

9  CLICKING  by  Faith  Popcorn  and  Lys  Marigold  (HarperCollins 

•  $26)  Spotting  trends  in  order  to  achieve  success  and  per- 
sonal fulfillment. 

10  INSIDE  THE  TORNADO  by  Geoffrey  A.  Moore  (HarperBusi- 
ness •  $25)  Lore  on  marketing  from  Silicon  Valley. 

11  THE  DISCIPLINE  OF  MARKET  LEADERS  by  Michael  Treacy 
and  Fred  Wiersema  (Addison-Wesley  •  $25)  Consultants 
diagnose  what  successful  companies  do. 

12  THE  ROAD  AHEAD  by  Bill  Gates,  with  Nathan  Myhrvold  and 
Peter  Rinearson  (Viking  •  $29.95)  Observations  on  the  l-way 
and  a  peek  at  the  $30  million  house  that  Bill  built. 

13  RAVING  FANS  by  Kenneth  Blanchard  PhD  and  Sheldon 
Bowles  (Morrow  •  $20)  How  to  turn  customers  into  your 
biggest  boosters. 

14  THE  DIGITAL  ECONOMY  by  Don  Tapscott  (McGraw-Hill  • 
$24.95)  How  the  Infobahn  is  changing  business. 
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$25)  Is  the  economic  system  headed  for  a  new  dark  age? 
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THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 
THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investmi 
Club  with  Leslie  Whitaker  (Hyperion  »  $10.95)  Recipes  f 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 
FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managin 
your  time  by  balancing  your  life. 

LEARN  TO  EARN  by  Peter  Lynch  and  John  Rothchild  (Fi 

side  •  $13)  Capitalism  for  beginners. 

THE  1996  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $14.95)  The 
enduring  job-search  bible. 

1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  Give  them  a  champagne  brunch,  a  c\ 
al-dress  day — or  plain  old  cash. 
THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTAND|I6 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alat^ 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enriche\ 
with  graphics.  I 
GET  A  FINANCIAL  LIFE  by  Beth  Kobliner  (Fireside  •  $ll 
Hey,  Gen-Xers — mutual  funds  and  mortgages  can  be  fun''- 

GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bru 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-sti 
guide  to  conflict  resolution. 


YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vi 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 

THE  ONLY  INVESTMENT  GUIDE  YOU'LL  EVER  NEED  b; 

Andrew  Tobias  (Harcourt,  Brace  •  $12)  Overcoming  "md^ 
intimidation, "  now  in  an  updated  edition. 
PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (ID( 
Books  •  $16.95)  Lighthearted  primer. 

13  THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  Pt} 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 

14  THE  WARREN  BUFFETT  WAY  by  Robert  G.  Hagstrom  Jt 
(Wiley  •  $14.95)  A  useful  analysis  of  how  Buffett  does 

15  J.K.  LASSER'S  YOUR  INCOME  TAX  1996  by  the  J.K.  L 
Institute  (Macmillan  •  $14.95)  The  eternal  struggle. 


BUSINESS  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  econii 
management,  sales  and  marketing,  small  business.  Investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are:p 
sented.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales,  January  through  December,  1996. 


Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus 


Made  with  fine  aqecJ  Scotch,  delicate  LrL  and  a  toucli  of  lieatLr  Lnei) 

TLe    Att  racfion    of  Dramtu 


A  Brilliant  Deduction^ 


Want  to  brighten  your  bottom  line  with  tax 
deductions  of  up  to  twice  cost-while 
illuminating  the  future  of  America's 
nonprofits?  Switch  to  product  giving 
through  Gifts  In  Kind  America.® 
Our  free  donation  management 
services  make  it  easy  for 
companies  to  donate  inventories 
of  everything  from  computer 
equipment  to  furniture,  clothing 
to  building  supplies. .  .helping 
charities  nationwide  and  around 
the  globe.  Let  us  dazzle  you... 
with  a  giving  program  that 
leads  to  financial  benefits  for 
your  company,  and  lights  the 
w  av  for  others. 


Product  giving  - 
the  perfect  solution! 

For  more  information  on  how 


your  company  can 
set  involved,  contact: 


GIFrSlNKIM) 

AMERICA 

700  N.  Fairfax  Street 
Suite  300 
Alexandria,  \A 
22314 

703-836-2121 


Thomas  Als  a  Edison.  Inventor  of  the  Electric  Liaht  Bulb  and  Other  Modem  Necessities.  1847-1931.     ©1994  Gifts  In  Kind  America 


■J 

I 


Gifts  In^Kind  America... for  more  than  a  decade,  helping  hundreds  of  leading  companies 
cdhtribute  half  a  billion  dollars  in  products  to  tens  of  thousands  of  charities. 

o 


Our  pleasure... 


Mum  seemed  asleep...  but  the  little  one  was  slowly  stirring;  stretching  out  with  a 
contented  yawn.  Stopping  by  to  check  the  bassinet,  the  stewardess  received  a  sleepy 
little  smile  for  her  concern.  "Looks  like  he's  enjoying  it  all,  doesn't  he..."  whispered 
his  mother. 

On  China  Airlines,  the  airline  of  Taiwan,  it's  always  our  pleasure  to  ensure 
yours.   Which  is  why  you'll  notice  new  heights  in  our  level  of  passenger 
service.  In  the  air  and  on  the  ground. 

As  we  head  into  the  21st  century,  a  staunch  commitment  rides  with  us. 
That  of  meeting  your  expectations  of  service  excellence.  And 
exceeding  them.  For  you...  We  blossom  every  day. 


China  aikunes 


http://www.china-airlines-Com/ 


wamo  YomwB? 
DOITT  LEAVE  20%  OF  YOUR 
BCnBEMENT  MONEY  BEHIND 

Free  T.  Rowe  Price  kit  helps  you  protect  your  retirement  savings. 

If  you're  leaving  your  job,  choosing  what  to  do  with  your  retirement  plan  payout  can  be  one 
of  the  most  important  decisions  you'll  make.  And  current  law  makes  your  choices  more 
complicated — and  more  important — than  ever.  Depending  on  your  decision,  the  IRS  could 
withhold  20%  of  your  retirement  money. 

We  help  you  know  all  your  options.  To  help  manage  your 
retirement  distribution — which  could  be  a  primary  source  of 
income  in  retirement — request  our  free,  up-to-date  kit, 
Managing  Your  Retirement  Distribution.  It  can  help  you 
understand  all  your  options.  In  plain,  straightforward 
language,  we  give  you  the  information  you  need  to  help 
decide  what's  best  for  you. 

The  T.  Rowe  Price  advantage.  If  you  decide  to  move 
your  distribution  to  a  T.  Rowe  Price  IRA,  we  can  help  you  invest  it  to  meet  your  retiremeni| 
goals.  You'll  have  access  to  our  complete  family  of  mutual  funds — all  100%  sales-commis- 
sion-free— which  probably  offers  more  investment  choices  than  you  were  given  in  your 

employer-sponsored  plan.  And  oui 
discount  brokerage  service  lets  yoi 
roll  over  any  securities  you  may 

receive  as  part  of  your  distributior 
from  your  previous  plan  to  an  IRA  or  new  employer  plan.       «     •       n*        n  ii         <•      •  j 
If  you  do  not  have  the  money  directly  rolled  over,  20%     Our  free  Oirect  Rollovet  SerVtCt  \ 

of  the  total  will  automatically  be  withheld  from  your  makOS  it  Oasy.  Simply  fill  out  th| 

distribution.  application  enclosed  with  your  frei 

If  you  receive  the  payout,  you  may  still  do  a  rollover,       kit  to  open  your  IRA.  With  our 
but  you  will  have  to  make  up  the  20%  out  of  your  own         Direct  Rollover  Service,  we  can 
pocket.  Otherwise,  the  amount  withheld  will  be  subject        coordinate  your  request  directly 
to  income  taxes  and,  possibly,  a  penalty.  with  your  previous  employer,  if 

you  so  choose.  I 


THE  ADVANTAGE  OF  A  DIRECT  ROLLOVER 

You  can  directly  roll  over  most  qualified  plan  payouts 


Call  24  hours  for  more  information  and  our  free  kit 
Managing  Youi  Retirement  Distribution 

1-800-541-8466 


Invest  With  Confidence 

T.RoweFVice 


Request  a  prospeclus  with  more  complete  information,  ineludiiin  management  fees  and  other  charges  and  expenses.  Read  it  carefulfy  before  you  invest  or  send  money.  T.  Rowfr 
Investment  Services.  Inc  .  Distribtitor 


COMPUTER  DISCOUNT  WAREHOUSE 


ice  97  COUNTDOWN 
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*40  ret 


Microsoft  Office  97 
Professional  Edition 
lipiiraile 

WITH  BOOKSHELF*  BASICS 
AND  INTELLIMOUSE™ 

ONDT  $355.15  cow  7.4.5 


*40  rebate 


Microsoft  Office  97 

Pwiftsc^iiorjf^l  Fffition 

WITH  BOOKSHELF  BASICS 

UPGRADE  $329.84  cdw7.404 
ONDT  $566.85  cDw  7.403 


resort 


Get  organized,  get 
connected,  get  results 

Get  ready!  CDW  presents  one  of  the  world's  most  popular  office 
suites— now  with  the  power  of  the  web— Microsoft  Office  97. 
Office  97  integrates  intelligent  applications  with  the  power  of  the 
Internet  so  you  can  get  your  job  done  faster  and  more  effectively 
Revolutionary  new  technologies  make  it  easier  to  manage  your 
information,  tasks,  and  communicate  with  others.  Powerful  new 
web  functionality  makes  it  easier  than  ever  before  to  find  the 
information  you  need,  publish  documents  in  any  format,  and 
collaborate  interactively  with  others.  And  Office  97  works  the  way 
you  want  to,  so  you  can  acheive  powerful,  professional  results 
with  ease.  With  Microsoft  Office  97,  you  get  the  latest  versions  of 
Microsoft's  fast,  easy  to  use  powerful  business  applications  that 
work  together  and  work  alike:  Microsoft  Word  97.  Excel  97, 
PowerPoint  97,  Access  97(with  Office  Professional)  and  the 
newest  edition  to  Office,  the  Microsoft  Outlook "  97  desktop 
information  manager.  Call  CDW  today  to  reserve  your  copy  of 
Microsoft  Office  97  (available  January  16,  1997). 


'soft 


Microsoft' 


Omce9/ 


THE  EASY  WAY  TO  MANAGE 
TEAM  ACTIVITIES 

ONDT  $442.34 


Vlicrosoft 


*40  rebate 


UPGRADE  $235.76  CDW  7.407 
DNDT  $472.52  CDW  7M06 


aded  company  ticker  symbol  CDWC  •  D&B  rated  5A1  10-762-7952 

Jducts  and  offers,  CDW  reserves  the  right  lo  make  adjustments  due  to  changing  marKet  conditions, 
uation.  manufaclurer  price  changes,  errors  in  advertisements  or  other  extenuating  circumstances, 
jrer  rebate  for  pfevious  owners  ol  f\(1icfosofl  Office  and  qualifinq  Office  applications. 


** Bonus  pack  includes: 

Microsoft  Internet  explorer,  Microsoft 
Personal  Web  Server,  Microsoft  Web 
Publishing  Wliard,  Internet  Mall  and 
News  and  Image  Composer 


PROFESSIONAL  WEB  SITE  PUBLISHING 
WITHOUT  PROGRAMMING 

UPGRADE  $52.7D  cow  7.402 

ONDT  $141.11  CDW  7.401 


Over  20,000  brand-name  products  at  discount  prices 


800-896-4239 


im  www.cdw.com 


Travel  our  cobblestone  paths  and 
help  some  children  along  the  way. 


a: 


n  historic  Spanish  setting  and  a  unique  collection  of  boutique  shops 
galleries,  fountains,  and  lush  gardens  make  a  visit  to  the  Allied  Art; 
.Guild  in  Menlo  Park  a  special  experience.  Browse  through  shop: 
where  the  early  arts  of  handweaving,  needlework,  pottery  making  and  paint 
ing  continue  today  with  a  special  flair.  Enjoy  coffee  on  the  patio  or  a  deliciou: 
lunch  in  the  Palo  Alto  Auxiliary's  Restaurant.  Or  shop  for  beautiful  things  fo 
the  home,  and  lovely  gifts  for  special  occasions  in  the  volunteer-staffet 
Traditional  Shop.  The  historic  Allied  Arts  Guild  is  owned  and  managed  b] 
the  Woodside-Atherton  Auxiliary  to  benefit  Lucile  Salter  Packard  Children' 
Hospital  at  Stanford. 

ALLIED  ARTS  GUILD 

75  Arbor  Road,  Menlo  Park,  California  94025 
(415)  325-3259      Luncheon  reservations:  (415)  324-2588 


Lucile  Salter  Packard 
Children's  Hospital  at  Stanford 
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INKERS 

xt  Generation 

tin  Mayer 

I  Talley  Books/Dutton  •  514pp  •  $29.95 


BANKING  BOOK  THAT 
lYS  LITTLE  INTEREST 


nee  1974,  when  Martin  Mayer 
vTote  his  best-seller  The  Bankers, 
lanking  has  undergone  a  revolu- 
\.s  Mayer  observes  in  his  sequel, 
ankers:  The  Next  Generation,  the 
ipe  crowd  has  had  to  adapt  to  a 
langing  environment  where  non- 
competitors  have  snatched  away 
ss  and  where  customers'  demands 
moved  far  beyond  plain-vanilla 
and  checking  accounts.  Now,  he 
lanks  are  on  the  edge  of  a  brave 
rorld:  Electronic  payments  and 
cards  will  replace  cash,  and  com- 
banking  will  displace  branches 
ankers.  Mayer  wonders  "how 
are  to  make  a  living  in  an  infor- 
i-soaked  economy  where  none  of 
i-anchises  are  stable."  Indeed,  he 
rs  whether  banks  will  be  needed 

iguing  questions — but  Mayer,  au- 
16  previous  books  and  a  former 
ust  for  American  Banker,  doesn't 
many  answers.  Anyone  using  a 
,oday  knows  that  the  system  is 
joing  dramatic  change.  Wliat  we 
aiow  is  what  purpose  banks  will 
in  the  future,  which  banks  will 
e  and  why,  and  how  customers 
!e  them.  But  don't  expect  pro- 
revelations  about  the  futur-e  here, 
ead,  Mayer's  new  book  is  veiy 
about  the  recent  and  not-so-re- 
ist.  The  514-page,  anecdote-laden 
t  will  have  the  general  reader  al- 
!ly  engaged  and  dismayed  by  the 
)f  detail.  More  knowledgeable 
3  will  hkely  be  underwhelmed, 
first  two  chapters  discuss  the 
i  and  use  of  money:  An  anecdote 
j  low  Liberia  accepts  as  legal  ten- 
ns  produced  by  Viacom  Inc.  and 
l  faces  of  Star  Trek  characters  is 
d  by  tales  of  past  efforts  to  de- 
e  proper  ratio  of  gold  to  silver 
I  cy.  The  Federal  Reserve,  we 
I  controls  the  U.  S.  money  supply. 


but  ever  less  securely  because  of  global 
markets'  power — not  a  big  surprise. 

Then  comes  a  long  section  on  the 
route  that  checks  take  through  the 
banking  system.  Describing  the  journey 
of  a  1973  check  fi-om  payment  to  clear- 
ing, the  author  shows  how  little  has 
changed.  He  describes  the  obstacles  to 
electronic  streamlining — chiefly,  he  says, 
the  Fed  itself,  which  wishes  to  keep  its 
large  role  in  check  clearing. 

At  least  here,  and  in  subsequent  chap- 
ters on  "the  computer  age,"  Mayer  tiu-ns 
to  the  "new  worlds  of  mon- 
ey, credit,  and  banking"  that 
he  promised.  Americans,  we 
learn,  cling  far  more  tena- 
ciously to  checking  accounts 
than  do  Europeans:  By 
1992,  81%  of  Switzeriand's 
bill  paying  and  50%  of  Ger- 
many's took  place  through 
credit  transfer,  vs.  only 
1.8%  in  the  U.  S. 

In  an  age  of  electronic 
money,  Mayer  says,  cash 
lives  on  as  the  payment 
system  of  choice  largely  be- 
cause of  another  gizmo,  the  automated 
teller  machine.  But  with  smart  cards 
beginning  to  gain  acceptance,  cash  may 
properly  be  regarded  as  an  endangered 
species.  "The  stored-value  card  is  the 
natural  substitute  for  cash,"  says  Mayer, 
who,  of  course,  then  gives  us  an  anec- 
dotal history  in  which  we  leara  that  the 
first  such  cai'ds  in  the  U.S.  were  issued 
by  San  Francisco's  Bay  Area  Rapid 
Ti^ansit,  whose  plannei-s  hoped  the  cards 
would  be  used  not  only  for  subway  fai'es 
but  also  for  other  purchases.  Today,  he 
says,  there  are  about  50  million 
rechargeable  smart  cards  in  consumers' 
hands,  30  million  of  them  in  France. 

The  industry's  accelerating  consoUda- 
tion  trend  is  also  the  subject  of  a  chap- 
ter of  The  Bankers.  But  here  again,  the 
author's  prochvity  for  looking  backward 


mars  his  book.  For  example,  Mayer's 
account  of  the  activities  of  aggi'essive 
acquirer  NationsBank  Corp.  focuses  on 
NationsBank's  predecessor,  failed  Nf:NB 
Corp.,  and  its  1988  takeover  of  banks 
from  Texas'  First  RepublicBank  Corp. 
And  he  offers  a  steady  stream  of  factu- 
al errors:  Midlantic  Corjj.  was  bought  by 
PNC  Bank  Corp. — not,  as  Mayer  says, 
by  City  National  of  Cleveland  (perhaps 
he  means  National  City  Corp.?).  First 
Chicago  Corp.  did  not  merge  with 
Michigan  National  Corp.;  that  bank  was 
bought  by  National  Australia  Bank  Ltd. 

Nor  will  readei-s  looking  for  juicy  gos- 
sip or  intimate  detail  be  satisfied  with 
The  Bankers.  About  as  up  close  and 
personal  as  this  book  gets  is  to  call 
Charles  S.  Sanford  Jr — born  in  Savan- 
nah, Ga.,  and  the  fonner  ceo  of  Bankere 
Trust  New  York  Corp. — a  "deceptively 
Southern  gentleman."  It  also  calls  Hi- 
bernia  Corp.'s  beefy  ceo  Stephen  A. 
Hansel  "roly-poly."  Some  descriptions 
are  downright  offensive:  Former  Chem- 
ical Banking  Corp.  execu- 
tive Darla  Moore,  a  pioneer 
in  the  lucrative  field  of 
lending  to  companies  dur- 
ing bankruptcy,  is  de- 
scribed as  "Chemical's 
beautiful  South  Carolina 
blonde  vice-president  (who 
gi"eatly  enjoyed  coming  to 
the  office  every  day  as  a 
sight  for  sore  eyes)."  A  few 
paragi'aphs  later,  Moore  is 
"batting  her  eyelashes." 

What  will  banking  look 
Uke  in  the  future?  In  the 
last  30  pages,  the  author  gives  us  his  vi- 
sion. Survivors,  he  says,  will  include  a 
number  of  small  niche  players  giving 
customized  service  along  with  a  further 
20  giant  nationwide  institutions — in- 
cluding banks,  bi'okei's,  and  data  proces- 
sors— that  serve  customers  electroni- 
cally. Mayer  represents  these  extremes 
with  Founders  Bank,  a  small  branch- 
less bank  in  Bryn  Mawi;  Pa.,  and  Cali- 
fornia giant  Wells  Fargo  &  Co.,  but  he 
does  not  actually  predict  survivors.  In- 
deed, Mayer  seems  as  vague  about  the 
future  as  everyone  else.  The  author  re- 
mains most  at  home  when  deahng  with 
days  gone  by — so  much  so  that  he 
should  have  called  the  book  The 
Bankers:  The  Past  Generations. 

BY  ALISON  REA 
Rea.  is  BUSINESS  week's  banking  editor. 


lAYER  DEVOTES  FAR  MORE  SPACE  TO  BANKING'S 
PAST  THAN  TO  THE  UNCERTAIN  ROAD  AHEAD 
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More  in  1897^  more  in  1997 


In  the  archives  of  The  Pierpont  Morgan  Library  in  New  York,  the  historic 
syndicate  books  of  J  P  Morgan  &  Co.  record  the  firm's  early  public  market 
equity  and  debt  underwritings. 


Irutegic  advice    •   mergers  6c  acquisitions    •   debt  6c  equity  capital  raisin 


laying  power 


A  century  ago,  J. P.  Morgan  &  Co.  brought  promising  young  companies  and 
prominent  investors  together  to  create  what  grew  to  be  the  world's  most  successful 
corporations  -  General  Electric,  U.S.  Steel,  and  others. 

Today,  the  "books"  recording  our  equity  transactions  have  given  way  to  computers. 
But  the  printouts  still  include  many  of  the  world's  leading  companies,  most 
promising  enterprises,  and  most  powerful  investors. 

Issuers  and  investors  know  they  can  rely  on  us,  as  perhaps  on  no  other  firm,  for 
fair  dealing,  execution  of  the  highest  quality,  and  support  for  the  long  term. 

That's  because  at  J.  P.  Morgan  we  provide  our  clients  with  more.  More  objective 
advice.  More  in-depth,  standard-setting  research.  More  trading  support.  And 
more  of  a  commitment  to  make  issuers'  and  investors'  endeavors  work  far  into 
the  future,  just  as  we  did  100  years  ago. 

Today,  issuers  and  investors  alike  know  they  can  depend  on  J.P  Morgan's 
performance,  long  after  the  books  are  closed. 

www.ipmorgan.com 


J  P  Morgan 


ves   •   credit  arrangement  6c  loan  syndication    •   sales  &  trading   •   asset  management 
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Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 


SUITES  THAT  JUST 
GET  SWEETER 


New  software  bundles 
from  Lotus,  Microsoft, 
and  Corel  are  smooth 
and  Net-sawy 


Fi 


lor  about  as  long  as 
there  have  been  per- 
sonal computers,  word 
processors  and  spreadsheets 
have  been  their  workhorse 
software.  As  these  applica- 
tions have  gi'own  ft-om  their 
crude  beginnings  to  today's 
powerhouses,  the  main  pur- 
pose has  remained  the  cre- 
ation of  documents  to  be 
piinted  on  paper. 

Now,  that's  changing.  With 
the  explosion  of  E-mail,  the 
World  Wide  Web,  and  coi-po- 
rate  networks,  the  sharing  of 
electronic  documents  has  be- 
come a  fact  of  daily 
business  life.  This  is 
clear  in  the  newest  gen- 
eration of  office  suites, 
the  software  bundles 
that  let  you  create 
memos,  crunch  numbers, 
make  slides  for  presen- 
tations, and  so  on.  Mi- 
crosoft Office  97,  Lotus 
SmartSuite  97,  and 
Corel  Office  Professional 
7  come  loaded  with  fea- 
tures that  make  it  sim- 
ple for  folks  with  no  ex- 
pertise to  tiuii  out  spif3y 
pages  01'  slide  shows  for 
the  Web  or  for  corpo- 
rate intranets.  They 
have  been  updated,  in 
part,  to  take  full  advantage  of 
Windows  95  and  NT. 
ABRACADABRA!  Corel  Office, 
released  last  summer,  led  the 
way.  It  offers  tools  that  allow 
you  to  tui'n  WordPerfect  doc- 
uments and  Quattro  Pro 
spreadsheets  into  Web  pages 
with  the  press  of  a  button.  It 
even  preserves  a  good  bit  of 


the  foiTnatting  fea- 
tures when  the 
pages  are  translat- 
ed into  the  some- 
times quirky  Hy])er- 
tex  Mai'kup  Language 
of  the  Web.  And  you 
can  instantly  turn  any 
text  into  a  link  to  a  Web 
page.  SmartSuite  97 
retains  an  emphasis 
on  sharing  documents 
through  Lotus'  unique  Notes 
network  software,  but  the  Lo- 
tus suite,  too,  is  rich  in  Web 
featiu'es. 

Until  now,  Microsoft  Office, 
which  has  about  80%  of  the 
suite  mai'ket,  has  used  tacked- 
on  "Internet  assistant"  pro- 
grams to  create  Web  docu- 
ments. But  Microsoft  Corp. 
has  embraced  the  Internet 


Three  Heavyweights 


:  DISK  SPACE 
:  REQUIRED* 

PRICE 

COREL  OFFICE 
PROFESSIONAL  7 

Available  now 

\  mm 

$329; 

upgrade 
$200 

LOTUS 

SMARTSUITE  97 

Available 
in  February 

\  100  MB 

$399; 

upgrade 
$149 

MICROSOFT 
OFFICE  97 
PROFESSIONAL 

Available  now 

:  120  MB 

$549; 

upgrade 
$300 

*For  typical  installation 

DATA:  SOFTWARE  PRODUCERS 

with  a  vengeance,  and  Office 
97  has  more  than  made  up  for 
lost  time.  All  of  its  compo- 
nents can  both  prepare  docu- 
ments for  the  Web  and  ex- 
tract information  from  the 
Internet.  They  are  also  tight- 
ly integrated  with  the  Inter- 
net Explorer  browser.  If  you 
open  an  Excel  spreadsheet  on 


the  Web,  it  pops  up  in  a  fully 
ftmctional  Excel  window  in  IE. 

Tables  have  long  been  hard 
to  set  up  in  Word  and  i-eally 
tough  on  Web  pages.  The  new 
Word  includes  a  "draw  table" 
tool  that  lets  you  sketch  the 
boi-der  of  the  table,  clraw  hor- 
izontal and  vertical  lines  to 
create  rows  and  columns,  and 
erase  lines  between  cells  to 
create  headings.  To 
anyone  who  has  strug- 
gled with  tables  on  the 
Web  or  an  intranet, 
this  is  a  near-miracle. 

Microsoft  uses  a  lot 
of  artificial-inteUigence 
techniques  to  automate 
Office  97  tasks.  I'O  look 
at  this  development 
more  closely  in  a  future 
column,  but  one  trick 
is  very  handy  for  net- 
work documents.  If 
someone  types  an  E- 
mail  or  Web  address. 
Word  recognizes  and 
converts  it  to  a  hy}3er- 
text  link.  When  you  re- 
ceive the  document, 
you  click  on  that  Web  ad(h'ess 
to  launch  a  browser  and  go 
to  the  site.  Chck  on  the  E- 
maO  address,  and  yoiu"  E-mail 
program  opens  with  a  pre- 
addressed  message  forTn. 

On  the  whole.  Office  97 
struck  me  as  the  best  of  a 
veiy  good  lot  and  should  be 
more  than  enough  to  keep  Mi- 


crosoft dominant  in  I 
market.  I 
All  of  the  Of 
programs  got  a  i. 
ough  makeover, 
the  star  may  t 
out  to  be  a  p 
called  Outlook, 
combines  a  con 
manager — much 
ter  than  Schedu 
which  it  replac( 
with  an  E-mail 
gram  that  can  mai 
messages  ft-om  va 
post  offices,  inclui 
the  Net,  Microsoft 
change,  and  cc:Mai 
you  use  more  than 
E-mail  service  or  if 
frequently  flip  betv 
youi-  E-mail  program  am 
formation  manager,  Out 
could  really  simplify  your 
TATTLETALE.    Lotus  Sn 
Suite  has  a  much-improv( 
2-3  spreadsheet  program 
includes  features  that  helj 
laboration  among  grouj 
workers.  For  example, 
tomatically  tracks  who 
what  change  to  a  file 
when.  This  makes  Smart 
paiticularly  attractive  to 
of  Notes,  which  is  desi 
for  group  efforts. 

Corel  Office  is  less 
tegrated  suite  than 
bucket  of  softwai-e — thre 
ROMs'  worth,  including  tc 
art  and  a  zillion  fonts, 
where  Lotus  and  Mier 
have  put  great  effort  int( 
ing  all  applications  a  sea 
look  antl  feel,  Corel  alwa 
minds  you  that  it's  a 
tion  from  disparate  soi 
Its  main  appeal  should 
fans  of  WordPerfect, 
can  only  be  purchased  i 
of  a  suite.  (Macintosh  ve: 
of  the  Corel  and  Mici 
products  are  expected 
out  later  this  year.) 

These  suites  ai'e  all  bi 
bravray  and  need  a  Pe 
vdth  at  least  16  megabvl^ 
memory   for  good  ]i' 
mance.  They  offer  soli 
provements  over  predeci 
An  upgrade  will  be  wor,  l 
cost,  especially  if  you'roni 
of  the  growing  populat  i 
Web-page  authors. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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EAB  sure  doesn't  act  like  a 
typical  bank. 

It's  customer-oriented, 
innovative  and  committed  to 
the  communities  it  serves. 

A  few  of  the  reasons  why, 
today,  EAB  is  widely  recog- 
nized as  one  of  the  up-and- 
coming  banks  in  the  New  York 
market. 

"We  have  a  proud  tradi- 
tion of  customer-driven  inno- 
vation," says  Ed  Travaglianti, 
Chairman  and  CEO  of  EAB. 
"We  were 
a  leader  in 
the  devel- 
opment of  the  drive-up  win- 
dow and  the  credit  card.  The 
name  of  the  game  in  banking 
is  adapting  to  change  quickly 
and  efficiently." 

No  one  does  that  better 
than  EAB  and  its  technology 
partner.  Computer  Associates. 
EAB  has  been  a  CA  client  for 
more  than  a  decade,  and  today 
uses  more  than  107  CA  soft- 
ware products  ranging  from 
CA-UNICENTER  systems 
management  software  to 
CA-Infopoint  banking  software 

"CA  software  is  an  integral 
part  of  our  business  because  it 
enables  us  to  continually 
develop  new  and  innovative 
products  and  seiA'ices.  That 
keeps  us  on  the  cutting  edge 
of  customer  service." 

And  your  customers? 

"They  love  it.  When  you 
put  your  customers  first, 
you'  re  bound  to  succeed, 
it's  like  money  in  the  bank." 


qomputer^ 
/associates 

Software  superior  by  design. 
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Economic  Viewpoint 


BY  RUDI  DORNBUSCH 


JAPAN'S  PENSION  CRISIS: 
GROWTH  IS  THE  ONLY  WAY  OUT 


WAKE  UP: 
The  unfunded 
pension  bill  is 
huge,  and 
raising  taxes 
will  only  hurt. 
What  Tokyo 
must  do  is  fix 
the  banks  and 
deregulate 
aggressively 


Rudi  Dornbusch  is  professor  of 
economics  and  management  at 
Massachusetts  Institute  of  Technology 


Japan  has  so  many  crisis  scenarios,  it  is 
hard  to  keep  track  of  them.  The  most 
serious  of  all,  however,  is  the  pension  cri- 
sis. Japan,  of  all  industrialized  countries,  has 
the  largest  unfunded  pension  bill.  To  make 
matter's  worse,  its  aging  population  problem  is 
arriving  a  decade  earlier  than  Europe's  or 
America's,  at  a  time  when  the  economy  is 
hollowing  out,  banks  are  experiencing  bal- 
ance sheet  troubles,  and  the  political  system 
remains  weak.  The  cuiTent  crisis  is  veiy  real. 

A  recent  working  paper  by  the  Interna- 
tional Monetary  Fund  states  the  extent  of 
the  problem:  ". . .  In  the  absence  of  consolida- 
tion measures,  the  general  government  deficit 
would  rise  to  10%  of  GDP  in  2020 . . .  while  the 
debt  ratio  would  grow  exponentially.  Ex- 
pressed as  a  ratio  of  gdp,  the  resulting  fiscal 
gap  amoimts  to  about  4%  of  gdp  in  1996 — that 
is,  a  combination  of  tax  increases  and  spend- 
ing cuts  amounting  to  4%  of  gdp  would  have 
to  be  implemented  to  generate  a  sustainable 
long-run  fiscal  balance." 

There  is,  of  course,  gi'eat  irony  in  Japan's 
fiscal  mess.  Japan's  criticism  of  U.  S.  deficits 
throughout  the  1980s  still  rings  in  om-  ears. 
The  U.  S.  has  done  much  to  bring  its  deficit 
under  control,  to  the  point  of  enjoying  the 
smallest  deficit,  as  a  percentage  of  gdp,  of 
any  major  industrial  country.  Moreover,  bal- 
anced-budget discussions  are  under  way  in 
Washington,  in  plenty  of  time  to  address  far- 
off  fiscal  difficulties. 

WARY  PUBLIC.  It  is  obvious  that  Japan's  pe- 
culiar system  of  governance  has  much  to  do 
with  the  problem.  Its  Ministry  of  Finance 
has  gotten  Japan  into  one  problem  after  an- 
other— protectionism  has  fostered  antagonism 
fi'om  trade  partners,  regulation  has  repressed 
the  standard  of  living,  and  lack  of  supei-vision 
has  caused  the  banking  system  to  crash.  Now, 
on  top  of  everything  else,  the  government 
seems  to  be  banki'upt.  Solving  problems  in 
smoky  back  rooms  no  longer  works.  And  the 
public  is  becoming  more  unwilling  to  let  politi- 
cians have  a  mandate. 

Where  are  the  answers  to  the  fiscal  dilem- 
ma? The  most  obvious  one,  and  surely  the 
worst,  is  to  increase  taxes.  Japan  has  ah-eady 
scheduled  a  boost  in  the  consumption  tax  to 
contain  the  present  deficit.  Of  course,  in  an 
economy  that  has  not  had  a  sustained  up- 
swing for  five  years,  that  tax  increase  may 
mean  an  economy  that  continues  to  crawl. 
Higher  payi'oll  taxes  are  being  proposed  as  a 


solution  to  the  pension  problem.  Nowhei 
the  world  has  taxing  jobs  been  a  good  1< 
for  gi'owth.  Japan  won't  be  an  exception 

Much  better  answers  involve  a  drar 
review  of  the  supply-side  possibilities, 
starts  with  a  look  at  the  absurd  empluyi 
strategy.  In  the  restructuring  of  Jajia 
corporations  in  the  recession  of  the  past 
yeai's,  more  and  more  companies  are  shc(  i 
labor  and  thus  kicking  out  potential  taxpaii 
Business  is  going  offshore  and  taking  w\ 
the  tax  base.  The  government  must  crea 
environment  where  business  wants  to  .i 
and  expand.  Women  who  today  are  piK 
out  of  the  labor  force  once  they  reackl 
age  of  28  or  when  the  economy  is  in  rie 
sion,  whichever  comes  first,  must  be  enm 
aged  to  stay.  The  more  employment  the'  i 
the  smaller  the  crisis. 
REGULATORY  KNOTS.  To  get  more  job  o)0 
tunities,  a  few  steps  are  essential.  If  the;0 
emment  cleaned  up  the  banks,  there  woi!  t 
increased  commercial  lending,  and  withte 
investment  and  gi'owth.  Since  the  goveiTip 
will  have  to  pay  the  bill  in  the  end  an 
why  procrastinate  and  run  up  bigger  \ij 
debts?  Next,  massive  deregulation  of  ind'ti' 
services,  ti-ade,  and  agriculture  will  operip 
range  of  business  opportunities,  jobs,  an(0!i 
put  gr-owth.  Tliat,  in  turn,  will  provide  a 
tax  base  and  hence,  revenue  growth.  ]'.( 
Japan  is  so  tied  up  in  regulatory  knots, 
tremendous  growth  potential.  Of  cour-si 
vasive  der-egulation,  as  the  case  of  the 
and  many  emerging  economies  shows,  i- 
gentle  step.  There  will  be  inequality,  ri- 
tion,  and  str-ess.  But  covering  up  bankf 
as  Japan  does  now,  cannot  avoid  the  diflul 
Ultimately,  the  goverT.ment  will  have  t ' 
for  revenue,  and  without  gr-owth,  thi 
much  mor-e  punishing  task. 

Finally,  the  Bank  of  Japan  has  an  i 
tant  responsibility  in  cr'eating  a  suppl; 
friendly  macr'oeconomic  climate.  Ther-e 
the  r-emotest  risk  of  inflation  in  Japan  I 
employment  is  high,  capacity  utilizat'D 
low,  and  nobody  thinks  of  raising  pric^. 
fact,  deflation  is  a  more  apt  descriptr 
the  business  climate.  The  Bank  of  Japai 
keep  inter-est  r-ates  at  rock  bottom  for 
If  r-ates  ar-e  pushed  up,  the  fiscal  pi 
will  move  fi-om  a  time  bomb  that  miU 
deftised  to  an  outright  early  explosion,  ap 
needs  economic  growth  to  work  throiih  i 
pension  crisis.  It's  running  out  of  time' 
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u  work,  lies  tough.  At  home,  hes  nurturing.  But  when  it  comes 
protecting  his  family  and  their  financial  future,  he  leans 


/one  leads  multiple  lives.  It's  part  of  living  in  these  tricky  times.  It's  nice  to  know  that  so  many  successful  people 
been  coming  to  The  New  England  for  exceptional  insurance  and  financial  advice.  We  have  the  ability  to  handle 
:ets  of  their  lives,  both  personal  and  professional.  We've  been  doing  it  for  over  160  years.  Our  financial  strength 
assuring.  But  it's  our  commitment  to  serving  everyone  on  an  individual  basis  that  really  makes  the  difference 
1  handling  as  many  aspects  of  your  life  as  possible. 

Planning  for  your  success. 

Wf9  The  New  England" 

us  at:  asktne@tne.com  or  visit  our  home  page:  http://www.tne.com  BBBWBii     Insurance  and  Investment 

A  MetLife  Affiliate 


gland  Life  Insurance  Co..  Boston,  MA.  Securities  products  offered  throuqh  Npw  Enqlnnd  Securities  Corp  .  Boston,  MA 


Economic  Trends 


BY  GENE  KORETZ 

JOB  MOBILITY, 
AMERICAN-STYLE 

It's  rising  fast-mainly  among  men 

An  analysis  of  recent  government 
data  by  the  Employee  Benefit  Re- 
search Institute  provides  important  new 
evidence  that  stmctural  shifts  in  the 
U.  S.  economy  and  a  rising  tide  of  per- 
manent layoffs  have  significantly  in- 
creased job  mobility.  The  ebri  analysis 
points  to  a  sharp  decline  in  male  job 
stability  in  recent  years. 

Specifically,  between  1991  and  1996, 
median  job-tenure  levels  for  men  25  to 
64  fell  by  an  average  of  around  19%. 
For  those  35  to  64,  the  ch'op  continues  a 
trend  that  began  in  the  early  1980s,  af- 
ter male  job  tenure  hit  a  postwar  peak. 

But  females'  job  tenure,  which  rose  in 
the  early  1980s,  has  remained  relatively 


A  SHARP  DECLINE 
IN  JOB  TENURE 


MALE  WORKERS  AGED: 
55-64  45-54  35-44 

▲  YEARS      DATA:  EMPLOYEE  BENEFIT  RESEARCH  INSTITUTE 

constant  since  1983.  The  gi'eater  stabil- 
ity i)osted  by  women  may  be  related 
to  the  surge  in  women  working  since 
the  mid-'70s  and  the  heavier  toll  among 
men  of  recent  job  losses. 

The  data  also  confirm  that  older  men 
have  been  pailicularly  affected  by  lay- 
offs: Since  1983,  median  job  tenure  has 
dropped  by  6  years,  or  29%,  among 
males  55  to  64,  and  by  nearly  31^  years, 
or  25%,  among  males  45  to  54. 

While  rising  mobility  may  entail  hard- 
ship foi'  individual  workers,  many  econ- 
omists believe  that  it  has  contributed 
to  employment  and  economic  gi'owth  in 
recent  years.  It  may  be  no  coincidence 
that  the  U.S.,  which  has  the  shortest 
average  job  tenure  among  industrial  na- 
tions, has  also  posted  the  strongest 
gains  in  employment. 

As  the  EBRI  notes,  however,  mobihty 
caused  by  layoffs  can  have  negative  im- 
plications for  the  economic  security  of 
affected  workers — and  for  long-term  na- 


tional savings.  Studies  indicate  that 
many  laid-off  workers  take  jobs  that 
lack  the  health  insurance  they  fomierly 
enjoyed,  for  example.  And  many  dip 
into  retirement  savings. 

In  fact,  less  than  half  of  all  lump-sum 
distributions  from  retirement  plans — 
which  are  usually  paid  out  when  a 
worker  loses  or  changes  his  job — are 
rolled  over  into  Individual  Retirement 
Accounts  or  similar  savings  progi'ams. 


DO  LOW  TAXES 
LURE  INVESTMENT? 

They  matter  to  some  multinationals 

Although  it  stands  to  reason  that 
state  taxes  play  a  part  in  coi-po- 
rate  decisions  about  capital  investment 
in  the  U.  S.,  researchers  have  often  had 
difficulty  in  demonstrating  the  effect — 
presumably  because  other  factors,  such 
as  local  infrastructure  and  access  to 
markets,  can  offset  high  tax  rates.  Now, 
James  R.  Hines  Jr.  of  Harvard  Univer- 
sity has  turned  up  one  area  where  tax 
rates  seem  to  make  a  clear  difference: 
foreign  direct  investment. 

Writing  in  the  American  Economic 
Review,  Hines  notes  that  nations  gen- 
erally use  two  methods  to  avoid  sub- 
jecting multinational  corporations  to 
double  taxation  on  their  overseas  activ- 
ities. Some,  such  as  Britain,  Japan,  and 
the  U.  S.,  provide  credits  for  taxes  paid 
to  foreign  governments — credits  that 
can  be  used  to  offset  home-country  tax- 
es. Others,  such  as  Canada,  France,  and 
Germany,  effectively  exempt  the  for- 
eign earnings  of  their  multinationals 
from  any  home-counti-y  taxes  at  all. 

Hines  figiu-es  that  multinationals  from 
countries  providing  tax  credits  against 
foreign  taxes  should  be  relatively  un- 
concerned about  state  taxes  in  making 
U.  S.  investment  decisions.  Multination- 
als that  are  exempt  from  home-country 
taxation,  however,  are  likely  to  avoid 
states  with  high  taxes,  since  such  taxes 
are  a  direct  cost  item  to  them. 

That,  in  fact,  is  exactly  the  pattern 
Hines  found  when  he  looked  at  foreign 
investment  pattems  in  the  late  1980s 
in  all  50  states.  While  all  multinationals 
tended  to  invest  more  heavily  in  states 
with  low  corporate  income  taxes,  the 
difference  was  far  greater  for  multina- 
tionals from  countries  exempting  for- 
eign-source income  from  taxation. 

The  moral  for  states  courting  foreign 
investment:  Those  with  high  tax  rates 
would  do  well  to  woo  investors  that 
benefit  from  domestic  tax  credits. 


PATHS  TOWARD  I 
A  FREE  MARKET 

Why  Poles  are  outpacing  Russiar 

If  the  hefty  advances  of  the  Ru:i 
and  Polish  stock  markets  last 
are  any  indication  (chart),  free-m; 
capitalism  is  putting  down  healthy 
in  both  nations.  However,  Timotliy 
of  Columbia  University  and  .Xi 
Shleifer  of  Hai"vard  University  tim 
differences  in  the  roles  their  gm 
ments  are  playing. 

Russia  they  say,  seems  to  con 
to  a  "grabbing  hand"  model,  in  \ 
government  bureaucrats  are  less  i 
ested  in  promoting  private  econom 
tivity  than  in  Hning  their  own 
Poland's  government,  by  contra- 1 
pends  more  on  the  invisible  ham  I  i 
market  to  guide  economic  gi-owth. 

The  economists  cite  a  recent  si 
they  conducted  of  105  private  r 
shops  in  Moscow  and  Warsaw.  Tlu 
vey  found  that  shop  managers  in 
cities  had  little  faith  in  their  lega 
terns  and  rarely  used  the  coiu-ts  t 
solve  disputes  with  other  business 
government  agencies.  Howevei-, 
than  thi'ee-foiuths  of  the  Moscow 
said  they  had  to  pay  private  s(  ( 
agents  for  "protection,"  whereasiin' 
8%  of  Polish  shops 
had  to  do  so. 

Regulatory  bur- 
dens also  differed. 
Moscow  managers 
estimated  that  it 
took  nearly  three 
months  to  register 
their  business, 
while  Warsaw 
managers  said  it 
took  only  several 
weeks.  Muscovites 
reported  an  aver- 
age of  19  inspec- 
tions a  year,  and 
83%  said"  they  had 
been  assessed  fines.  In  Warsa\ 
comparable  figures  were  9  and  4( 
In  sum,  the  survey  suggesl- 
Russian  bureaucrats  tend  to  assi 
"gi-abbing  hand"  role  in  interactii 
private  business — often  ignoring 
spread  corruption  and  using  m 
regulations  to  feather  their  own  ii 
whereas  Polish  officials  give  fai' 
leeway  to  the  invisible  hand  of  thu 
ket.  Such  differences  help  explai  \^ 
Russia's  economy  has  contracted  1' 
in  the  past  six  years,  while  the 
economy  posted  better-than-5%  gpw 
in  both" 1995  and  1996.  ' 
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JFLATION  IS  STILL  ON  THE  MAT 
BUT  DON'T  COUNT  IT  OUT  JUST  YET 

e  biggest  concern  for  1997  will  be  a  tight  labor  market 


U.S.  ECONOMY 


lONSUMER  PRICES 
tE  UNDER  CONTROL 
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Inflation  has  been  down  for 
so  long,  a  few  analysts  have 
ounced  it  dead.  The  latest  price  indexes  show  in- 
m  ended  1996  as  tame  as  ever.  But  other  data 
igly  suggest  the  seeds  of  future  inflation  are  in  the 
nd.  They  are  dormant  now,  but  just  a  little  coaxing 
a  vibrant  economy  could  cause  them  to  sprout. 

To  be  sure,  price  pressures 
have  been  almost  nil.  Last 
yeai",  slower  growth  in  benefits 
offset  bigger  pay  gains,  even 
in  a  tight  labor  market.  The 
capital-spending  boom  contin- 
ued, enabling  manufacturers 
to  add  capacity  and  prevent 
production  bottlenecks.  Ca- 
pacity constraints  were  also 
absent  overseas  because  eco- 
nomic growth  slowed,  espe- 

•  in  the  industrialized  nations.  The  dollar's  surge 
ist  other  currencies  helped  to  cut  import  prices, 
the  third-quarter  pause  in  demand  hkely  kept  the 
)my  below  its  "full  potential" — the  noninflation- 
ivel  of  output  that  uses  all  available  labor  and  pro- 
on  facilities. 

wever,  while  the  above  trends  worked  together  in 
to  keep  inflation  low  (chart),  there  is  no  guarantee 
these  ducks  will  stay  in  a  row  in  1997.  If  a  few 
le  off  course,  then  by  the  second  half  inflation 
)e  more  of  a  worry  for  consumers,  the  financial 
ets,  and  poHcymakers. 

KEY  FACTOR  in  the  inflation  outlook  will  be  eco- 
gi'owth.  The  yearend  data  on  jobs,  hours  worked, 
sales,  and  inventories  imply  that  the  economy 

at  an  annual  rate  of  more  than  3%  in  the  fourth 
I  er.  By  some  measures,  that  means  output  is  now 

I  potential.  So  if  growth  stays  above  the  economy's 
>  flationary  speed  limit,  generally  thought  to  be 
'  2K%,  job  markets  will  tighten  further  and  labor 
'  will  continue  to  grow  faster. 

ither  red  flag  to  watch  for  is  capacity  constraints. 

could  emerge,  especially  since  the  manufactming 

*  is  gaining  momentum,  and  since  business  spending 
1  uipment  is  set  to  slow  a  bit.  Moreover,  world 
f  h  is  picking  up,  and  the  dollar's  rate  of  appreciation 
'  ;  1996  has  tapered  off.  Result?  Cheaper  imports 

J  longer  offset  Mgher  domestic  prices. 


For  now,  at  least,  inflation  clearly  looks  more  dead 
than  alive.  The  consumer  price  index  rose  0.3%  in  De- 
cember, pushed  up  by  a  1.6%  jump  in  energy  prices. 
But  excluding  energy  and  food,  the  core  index  edged  up 
only  0.1%.  In  fact,  core  consumer  inflation  fell  to  2.6% 
last  year,  a  level  not  seen  in  more  than  two  decades. 
Core  wholesale  inflation  also  dechned  last  year,  and 
further  back  in  the  production  process,  prices  for  inter- 
mediate and  crude  materials  ended  1996  below  theii* 
year-ago  levels. 

BUT  THArS  LOOKING  BACKWARD.  The  question  is: 
Will  inflation  stay  down?  The  biggest  concern  for  1997 
is  a  tight  labor  market.  Even  with  December  unem- 
ployment already  down  to  5.3%,  payrolls  are  increasing 
at  a  pace  that  will  send  the  jobless  rate  still  lower. 

U.  S.  companies  added  262,000  workers  to  their  pay- 
rolls in  December.  Monthly  payroll  gains  averaged 
194,000  during  the  second  half  of  1996,  down  only  a  bit 
fi'om  the  234,000  monthly  pace  of  the  flrst  half.  But 
based  on  the  current  trend  in  the  labor  force,  job 
growth  would  have  to  slow  to  below  150,000  before  la- 
bor-market tightness  could  even  begin  to  ease. 

As  a  result,  wage  growth 
already  has  picked  up  signifi-       WACE  GROWTH  IS  AT 
cantly,  and  it  continues  to  ac-         A  SIX-YEAR  HIGH 
celerate.  December  hourly  pay 
for  production  workers  rose 
0.5%,  and  for  the  quarter,  30 
earnings  were  up  3.4%  from  ^5 
a  year  ago,  the  fastest  annual 
pace  in  six  years  (chart). 

In  fact,  wage  gi-owth  is  be-  "^^^TTVtHt^ 
ginning  to  reach  a  pace  that     a  percent  change  from  a  year  ago 
will  offset  the  slower  growth       data  ubordept  ,  business  week 
in  benefits  costs.  As  a  result,  the  government's  em- 
ployment cost  index,  which  measures  both  wages  and 
benefits,  will  soon  start  to  grow  faster  as  well.  In  1997, 
higher  labor  costs  will  mean  that  many  companies 
must  either  raise  prices  or  watch  their  profits  get 
squeezed. 

The  strong  performance  of  the  job  markets  in  De- 
cember confiiTned  that  the  economy  reaccelerated  after 
its  summer  lull.  The  job  gains  were  broad,  covering 
everything  from  constiniction  to  manufacturing  to  ser- 
vices, and  temporary-help  agencies  accounted  for  only  a 
small  portion  of  the  service-sector  gains.  The  work- 
week increased  by  18  minutes,  to  34.8  hours,  matching 


HOURLY  PAY  OF 
PRODUCTION  WORKERS:: 
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the  1994  peak,  which  at  the  time  was  a  six-year  high. 
Overall  hours  worked  for  the  quarter  were  consistent 
with  economic  gi-owth  in  the  o'^  to  47c  range. 

MOREOVER,  THE  JOB  DATA  mph  continued  mo- 
mentum going  into  1997,  especially  in  manufactiuing.  A 
jump  in  factory  hoiu-s  points  to  a  strong  gain  in  De- 
cember industrial  production.  Factoiy  output  is  starting 
to  outpace  the  gro\\1:h  in  new  capacity  for  the  first 
time  in  IJ^  yeai's.  That  means  capacity  utilization  rates 
are  set  to  rise,  fuither  reducing  the  amount  of  pro- 
duction slack  in  the  factoiy  sector. 

Also,  the  jumps  in  pa>Tolls,  hourly  pay.  and  the 
workweek  mean  that  December  personal  income  post- 
ed another  healthy  advance — more  fuel  for  consumer 
spending.  Retail  sales  ended  the  yeai-  with  a  solid  0.6% 
increase,  and  November  buying  was  not  as  weak  as 
first  reported.  As  a  result,  real  consumer  spending  ap- 
peal's to  have  risen  at  an  annual  rate  of  about  3%  last 
quaiter,  a  sharp  rebound  fi-om  the  thu-d-quaiter  show- 
ing (chait).  The  boimceback  will  propel  the  gains  in  fac- 
tory output  into  the  fii'st  quarter. 

Stronger  buying  at  yearend  left  inventories  ex- 
tremely lean  relative  to  sales.  Stockpiles  at  manufac- 
tui'ers,  w^holesalers,  and  retailers  edged  up  0.1%  in 
November,  as  sales  rose  0.6%,  leaving  the  ratio  of  in- 
ventories to  sales  a  record  low  1.39.  Retail  stockpiles 
fell,  as  auto  dealers  thinned  out  their  car  lots. 


BRITAIN 


RETAIL  BUYING 
IMPROVED  AT  YEAREI 


But  it's  not  just  domestic  demand  that  will  set 
inflation  trend.  Events  overseas  also  bear  watcl: 
With  Europe  ,  and  Latin  America  set  to  pick 
growth  in  the  industrialized  nations  will  be  mor 
sjmch.  So  capacity  usage  and  demand  for  raw  ma 
als  will  be  higher  worldwide.  Faster  industrial  ou 
globally  could  bid  up  commodity  prices 

In  addition,  the  8%  rise  in 
the  dollar  against  a  trade- 
weighted  basket  of  cmrencies 
has  helped  to  cut  the  prices 
of  nonoil  imports  by  a  lai'ge 
2.2%  since  April,  1995.  And 
with  nonoil  imports  account- 
ing for  a  record  shai'e  of  U.  S. 
goods  purchases,  lower  import 
prices  have  been  a  powerful 
force  in  holding  down  total 
goods  inflation.  In  1997, 
though,  any  appreciation  in  the  doHai*  will  be  small 
import  prices  may  no  longer  fall. 

Even  so,  it  is  cleai*  that  right  now  all  is  quiet  o: 
inflation  front.  But  to  detect  future  pressures, 
can  bet  that  the  Federal  Reserve  and  other  f 
watchers  will  be  following  closely  the  trends  in 
nomic  growi:h,  wages,  and  the  dollar.  The  Fed  in 
ticulai'  knows  that,  like  the  price  of  liberty,  the  cc 
low  inflation  is  \igilance. 
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HOT  GROWTH  COULD  BOIL  OVER 


The  "British  model"  faces  a 
stem  test  in  1997.  A  decade  of 
resti-uctuiing.  mcluding  privatiza- 
tions, reduced  social  costs,  deregu- 
lated labor  markets,  and  a  domes- 
tic policy  focus  was  intended  to 
>ield  a  less  inflation- 
prone  economy.  Now, 
with  the  economy  close 
to  overheatmg  and 
with  a  new  govern- 
ment likely  after  elec- 
tions that  must  take 
place  by  May.  will  infla- 
tion stay  dowTi? 

Forecastei's  general- 
ly ex]3ect  the  economy 
to  grow'  3.6%  this  year, 
after  a  2.3%  pace  in  1996.  Growth 
that  fast  is  generally  believed  to 
be  more  than  a  percentage  point 
greater  than  the  economy  can 
manage  without  generating  more 
inflation.  That's  because  after  five 


UNDERLYING  INFLATION 
IS  ABOVE  TARGET 


RETAIL  PRICE 
INDEX  EXCLUDING 
MORTGAGE  COSTS 
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A  PERCENT  CHANGE  FROM  A  YEAR  AGO 

DATA:  BLOOMBERG  nNANCIAL  MARKETS 


years  of  expansion,  little  slack  re- 
mains in  the  labor  markets  and 
production  capacity. 

Price  pressui'es  will  build  in 
1997,  though  the  price  indexes 
may  w^eU  be  restrained  by  1996's 
impressive  strength  in 
sterling.  Pi'oducer 
prices  of  goods  at  the 
factoiy  gate  stayed 
tame  thi'ough  yearend, 
but  that  didn't  pre- 
vent underlying  retail 
inflation,  which  ex- 
cludes mortgage  costs, 
fi'om  climbing  to  3.3% 
in  November — well 
above  the  govem- 
ment's  target  range  of  1%  to  2.5%. 
Piice  pressui'es  in  senices,  which 
ai'e  insulated  from  currency  ef- 
fects, ai"e  on  the  rise. 

Unlike  on  the  Continent, 
Britain's  gi-owth  wiU  be  fueled  by 


domestic  demand,  not  foreign 
trade,  led  by  gains  in  housing  a 
business  investment  and  an  exj 
ed  4%  SLU-ge  in  consumer  spenc 
Households  wiU  benefit  fi'om  pj 
rate  cuts,  cash  windfalls  as  bufl 
ing  societies  move  to  bank  stat 
rising  home  values,  and  strong( 
job  markets.  December's  jobles 
rate  fell  to  a  sLx-year  low  of  6.1 
Barring  any  wTongheaded  nt 
policies,  analysts  believe  that 
tion  is  manageable,  but  that  coj 
taining  it  will  require  rate  hike 
that  wotild  take  base  rates  froii 


A  probable  Labor  goveiTim.ent 
seems  Lmhkely  to  alter  the  bro 
policy  stance.  Chances  are  goo( 
that  Labor  will  adopt  the  2.5% 
flation  tai'get  set  by  the  Tories' 
The  problem:  Inflation  control 
1997  wiU  come  at  the  expense  ' 
economic  giwth  in  1998. 
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consider  Sun's 
network  computing 
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a  strategic.advantage. 


n  Microsystems,  we  help  businesses  build,  manage  and  profit  from  enterprise  network  computing.  Continually,  we  translate  our 
Drkirig  leadership  and  expertise  into  products,  technologies  and  services  that  give  our  customers  enterprise  solutions  and  discrete 
fetitive  advantages.  It's  no  surprise  that  v^e  offer  a  broad  portfolio  of  support,  education  and  integration  services  on  a  global  scale.  So 
gh  our  Professional  Services  organization,  we  can  help  you  plan  your  implementation  and  get  maximum  effectiveness  from  your  network. 
>  e  re  the  industry's  largest  UNIX*  education  organization,  with  over  50,000  students  trained  every  year.  Once  you've  installed  your  solution, 
be  pleased  to  know,  that  we  support  more  than  500,000  systems  in  130  countries  worldwide.  Which  goes  to  ^ 
if  you  want  the  best  information  system,  shouldn't  you  also  want  the  company  that  can  help  you  get  the  most  ^^^^  ^^^/t/t^ 
■our  network?  For  more  information,  contact  us  at  http;//www.sun.com  THE  NETWORK  IS  THE  COMPUTER™  microsysteins , 
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You  can  see  it  in  the  faces  of  dispirited  traders  streaming 
out  of  the  Tokyo  Stock  Exchange  or  sense  it  in  the 
mood  of  homebound  commuters  transfixed  by  the  neon- 
lit  market  numbers  flashing  on  a  giant  electronic  display 
at  the  Tokyo  central  train  station.  After  seven  straight  years 
of  distress",  the  Nikkei  stock  average  is  melting  down  again. 

What  started  as  a  modest  decline  last  fall  (chart)  and  ac- 
celerated in  recent  weeks  has  cast  a  pall  over  Kabuto-eho, 
Tokyo's  Wall  Street.  The  Nikkei  has  tumbled  20%  from 
its  i996  high,  extending  a  bear  market  that  has  eliminated 
$2  trillion  worth  of  value  from  the  Tokyo  Stock  Exchange's 
blue  chips  since  their  1989  peak.  With  the  Nikkei  now  down 

50%  from  its 
record  high 
and  with 
some  pundits 
predicting  it 

may  have  an  additional  25%  or  more  to  fall,  "we  haven't  seen 
the'  woi-st  day  yet,"  figui-es  Toshimitsu  Aonimia,  a  trader  with 
Okasan  Securities  Co. 

Traders  mouthed  the  same  grim  sentiments  when  the 
market  lost  its  footing  back  in  1992  and  1995,  only  to  see 
stock  prices  recover  some  ground.  But  this  rout  feels  differ- 
ent. To  many  observers  in  and  out  of  Japan,  the  market  is 
sending  a  powerful  message  that  the  global  economy  is  finally 
closing  in  on  the  country's  protected,  overregulated  domestic 
economy.  The  decline  is  now  provoking  a  serious  rethinking  of 
how  far  Japan  should  experiment  with  liberalization  and 
edge  closer  to  a  profound  transformation  that  will  get  its 
economy  moving  again  after  five  straight  years  of  fits  and 
starts  (charts,  page  27). 

What  has  set  the  rethinking  in  action  is  the  emergence  of 
the  two-tier  economy  (tables).  Look  close- 
AT  THE  SONY^**"'  ^^"^  Nikkei's  latest  sell-off,  and  you'll 

STORE  IN  NEW  see  a  reordeiing  of  Japan's  $5  trillion  econ- 
YORK  CITY  omy  into  divergent  camps — cosseted,  un- 


MAIN  INDUSTRIES  All  the  top  multinationals  with  sales  and 
operations  expanding  globally.  Includes  Toyota,  NEC, 
Toshiba,  Sony.  They  benefit  fronn  a  weak  yen. 

COSTS  Getting  lower,  thanks  to  new  low-cost  plants  in 
U.S.,  Latin  Annerica,  Europe,  and  East  Asia. 

STOCK  PRICES  The  top  performers  in  the  Nikkei, 
especially  auto  and  technology  issues. 

FINANCES  Healthy.  The  best  multinationals  have  billions  in 
cash  and  can  raise  money  worldwide  at  favorable  rates. 

COMPETITIVENESS  Strong,  thanks  to  exposure  to  rivals  in 
overseas  markets. 


PANS 

Ts  and  losers  is  growing 


competitive  domestic  industries  vs.  a  core  of  highly  competi- 
tive multinationals. 

Behind  both  lie  thousands  of  midsize  and  small  businesses 
that  depend  on  the  health  of  large  companies  for  their  liveli- 
hood. These  second-tier  businesses,  along  with  huge  protect- 
ed industries,  employ  about  70%  of  Japan's  private  work- 
force. As  nameplate  companies  like  Toyota  and  Toshiba 
accelerate  the  shift  of  their  business  to  Asia  and  America, 
many  of  their  suppliers  are  being  left  out  in  the  cold.  At  the 
same  time,  thousands  of  service-company  employees  who 
work  for  big  regulated  industries  may  now  also  see  their  fu- 
ture threatened.  It's  the  early  stage  of  what  could  be  a  long 
and  painful  struggle  to  biing  protected  domestic  industries  up 
to  world  standai-ds  of  efficiency.  "Japan  cannot  develop  further 
if  it  does  not  become  the  world's  economic  front-runner," 
says  Nikko  Reseaix-h  Center  Ltd.  Chaimian  Masao  Yokomizo. 

Over  time,  this  quest  to  remain  ahead  of  the  global  pack 
will  force  Japan  to  refashion  its  vaunted  system  of  close  mu- 
tual dependence  among  government,  industry,  and  all  classes 
of  workers.  And  it  will  have  to  promote  deregulation  and  ad- 
ministrative refoi-ms  to  lessen  the  intmsion  of  the  government 
into  Japan's  daily  economic  life. 

LEAN  AND  MEAN.  This  will  mean  sweeping  change — and  that 
realization  is  shaking  up  the  stock  market.  Led  by  banks 
groaning  under  $260  billion  in  bad  debts,  companies  in  pro- 
tected sectors  have  seen  theii-  shai-es  tumble  some  10%  since 
the  start  of  the  year.  Some  companies'  shares  are  now  trad- 
ing at  a  small  ft-action  of  their  highs  at  the  Tokyo  market's 
peak  in  1989.  Since  two-thirds  of  the  market  is  controlled  by 
large  companies  investing  in  each  other,  the  message  is  dou- 
bly clear.  Corporate  Japan  is  turning  on  itself,  with  the 
strong  dumping  the  weak. 

While  the  domestic  companies  suffer, 
Japan's  world-class  multinationals  have 
stormed  back  since  1995's  soaring  yen 
forced  executives  from  Tokyo  to  Osaka 


HUNG  OUT  TO 
DRY:  SELLING 
WASHERS  IN 
TOKYO 


MAIN  INDUSTRIES  Those  rooted  in  the  domestic  economy, 
especially  banks,  property,  construction,  retailing,  and 
local  manufacturing. 

COSTS  Too  high,  because  of  overregulation,  protected 
markets,  rich  prices  of  imported  goods,  and  lofty  wages. 

STOCK  PRICES  Under  pressure  from  threat  of  deregulation, 
problem  loans,  low  consumer  confidence. 

FINANCES  A  problem,  since  banks  are  not  lending  and 
business  failures  are  increasing. 

COMPETITIVENESS  Weak.  Reliant  on  trade  barriers  that  are 
slowly  dropping. 
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to  slash  costs  and  expand  abroad.  Investors  certainly  recog- 
nize this:  Even  after  the  Nikkei's  big  di-op  as  Januai-y  began, 
many  multinationals  still  are  trading  near  record  highs.  In- 
deed, these  global  companies  have  reemerged  lean  and  in- 
sulated against  the 
next  round  of  gyra- 
tions on  the  world's 
currency  markets. 
Thanks  to  $515  billion  worth  of  investment  since  1970  in 
production,  research,  and  marketing  outside  Japan,  the  multi- 
nationals have  moved  closer  to  their  customers  and  become 
less  dependent  on  exports  than  ever.  But  they  ai'e  not  content 
with  that.  With  precious  few  investment  opportunities 
inside  Japan's  slow-grovirth  economy,  auto  makers  and  high- 
tech manufactui'ers  are  embarking  on  another  round  of  glob- 
al diversification. 

After  dropping  off  in  the  first  half  of  the  1990s,  Japan's 
overseas  business  investment  is  expected  to  jump  20%  an- 
nually tlii'ough  the  end  of  the  decade,  analysts  say,  imtil  it  ap- 
proaches the  $70  billion-a-year  record  of  1989.  "We  have  no 
other  choice  but  to  globalize  and  market  worldwide,"  says 
Toshiba  President  Taizo  Nishimuro. 

BUDGET  BUSTERS.  Many  of  these  companies  will  benefit  might- 
ily if  Pi-ime  Minister  Ryutaro  Hasliimoto's  plans  to  deregulate 
big  paits  of  the  economy  become  reality.  Indeed,  the  market's 
collapse  comes  as  Hashimoto  is  entering  the  most  trying  pe- 
riod of  his  meteoric  political  cai'eer  (page  29).  His  mai'gin  of  er- 
ror is  razor-thin.  Since  1992,  Japan  has  pimiped  out  $560  billion 
worth  of  emergency  spending  packages  and  bilhons  more  into 


Ministry  of  Finance-led  "price-keeping  operations"  to  pi 
up  stocks.  The  spending  pulled  the  equity  market  back  fir 
the  brink  several  times  and  built  plenty  of  concert  halLi 
farm  communities  and  fishing  ports  along  Japan's  coasth 
However,  all  the  cash  did  precious  little  for  the  overall  ec 
omy,  wliich  averaged  gi'owth  rates  just  above  1%  fi-om  199:t 
1995.  The  measm'es  also  turned  budget  siupluses  into  defjt 
of  Italian  proportions.  \ 

Now,  everybody  is  wondering  how  far  Hashimoto  i 
go — and  whether  his  shakeup  will  push  Japan  back  into  a- 
cession.  "The  argument  is  no  longer  about  direction  li 
speed,"  says  Ian  Burden,  Asian  portfolio  chief  at  hsbc  A|iE 
Management  Asia  Pacific  Ltd. 

To  bring  Japan's  finances  back  into  line,  Hashimot 
proposing  flat  government  spending — albeit  with  a  fair  n 
ber  of  pork-baiTel  constioiction  projects  for  political  allies, 
he  also  wants  to  hike  the  national  sa'es  tax  from  3%  Ui 
and  repeal  an  income-tax  break  enacted  in  1995.  On  top 
coming  increase  in  social  security  payments,  the  moves  n 
hold  GDP  gi'owth  to  0.7%  in  the  fiscal  year  ending  in  M£;l 
1998,  estimates  Salomon  Brothers  Inc.  economist  Ro  ' 

TDAMcriYPn  Feldman. 
J.?!\v!L*!r-'*!-P  If  the  stagnant  economy  ac  j 

The  stock  board  at  ly  goes  into  recession  and  h 

,     „        ...     .  stock  market  continues  to  plu: 

JNlKKO  beCUritieS  in  Hashimoto  will  face  pressuix 
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A  PERCENT 

...AND  THE  ECONOMY  IS 
RETURNING  TO  STAGNATION 

"  CHANGE  IN  GROSS 

DOMESTIC  PRODUCT 


ing  operation  to  bolster  equities  and 
jconomy. 

any  observers  doubt  that's  the  case, 
3ver.  Hashimoto  may  moderate  some 
s  austerity  plan  if  the  economy  goes 
shock.  But  right  now,  he  is  resisting 
spread  calls  to  revive  the  moribund 
erty  market  by  easing  capital-gains 
s  on  some  real  estate  transactions. 
Ministry  of  Finance  insiders  suggest 
high-level  bui'eaucrats  have  reached  a 
t  consensus  that  they  must  start  tin- 
ig  with  the  Japanese  economic  model 
nsure  the  country's  future  success, 
ed,  officials  believe  there  is  no  turning 
.  Bureaucrats  now  concede  their  re- 
efforts  to  spur  the  economy  and 
t  mai'ket  lack  credibility  in  the  outside 
d.  Their  fear  is  that  traders  will  view 
new  pump-priming  moves  with  even 
ter  disdain,  sell  stocks  with  abandon, 
leave  the  country  in  an  even  worse 
e  than  before. 

ishimoto  and  the  bureaucrats  have 
number  of  reasons  to  want  to  avoid 
fate.  Chief  among  them  is  the  ui'gent 
to  improve  the  productivity  of  do- 
le industry  as  a  way  to  improve 
n's  growth  prospects.  With  a  loom- 
ing demographic  bomb- 
shell, Japan  must  renew 
its  domestic  sector  as  it 
starts  to  divert  greater 
portions  of  its  economic 
output  to  social  security 
and  medical  payments.  By 
the  year  2025,  one  out  of 
foiu"  Japanese  will  be  over 
65,  nearly  double  the  pro- 
portion today.  And  Sa- 
lomon figures  that  sup- 
porting the  seniors'  needs 
will  eat  up  a  shocking  26%  of  gdp. 

In  some  ways,  Japan's  domestic  economy  is 
finally  feeling  the  global  shock  waves  that 
have  disiaipted  other  industrial  societies.  In- 
deed, in  the  new  two-tiered  economy,  30%  of 
Japan's  workers  are  lucky  enough  to  be 
hitched  to  the  global  coi'porate  winners.  But 
the  losers  are  far  more  numerous.  They  in- 
clude tiny  low-tech  suppliers  that  just  can't 
compete  and  the  bigger  domestic  companies 
that  have  lived  under  state  protection — in- 
dustries ranging  from  au'lines  to  insm-ance. 
JITTERS.  As  the  ranks  of  losers  gi'ow,  opinion 
surveys  now  show  ordinary  Japanese  are 
deeply  anxious,  wonied  about  theii"  jobs,  and 
yeaiTiing  for  change.  Unofficial  unemployment 
is  at  least  twice  as  high  as  the  official  3% 
rate,  and  milhons  more  are  underemployed 
in  going-nowhere  jobs.  Polls  also  show  a  dra- 
matic loss  of  faith  in  Japan's  social  compact  as 
mandaiins  at  the  MOF  and  the  Ministiy  of  In- 
ternational Ti-ade  &  Industry  have  proven 
unable  to  manage  the  economy  to  ever  high- 
er levels  of  prosperity.  "There  needs  to  be 
deregulation  of  the  economy,"  says  Hiroshi 
Ono,  a  60-year-old  manager  with  Tsukasa 
Sangyo,  a  small  steel  wholesaler.  "People 
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can't  live  the  same  as  they  have  before." 

To  be  siu*e,  Japan  is  veiy  lich.  It  has  an 
impressive  $10.3  tiillion  in  household  savings 
to  fall  back  on.  But  that  nest  egg  could  be 
eaten  away  in  an  economy  that's  going 
nowhere  and  where  25%  of  its  124  million 
citizens  wall  be  living  off  their  personal  as- 
sets. Sensing  this,  HashiiTioto  is  pusliing  lib- 
eralization on  several  fi-onts.  Last  November, 
he  kicked  things  off  by  unveihng  his  "Big 
Bang"  package  of  reforms  to  make  over 
Tokyo's  financial  market  by  2001.  It  calls 
for  deregulation  of  stock  commissions;  Ming 
banners  that  separate  banks,  brokerages, 
and  life  insiu'ers;  and  loosening  inles  that 
govern  asset  allocations  by  pension  ftinds. 

If  the  plan  succeeds,  one-third  of  Japan's 
financial  players  will  likely  vanish  or  be 
merged  out  of  existence,  says  J.  P.  Mor- 
gan &  Co.  economist  Jesper  Koll.  Even 
without  the  plan  fully  in  effect,  that  is  al- 
ready happening.  Last  fall,  the  Ministry 
of  Finance  shut  down  Hanwa  Bank,  a  mid- 
size lender  based  in  western  Japan  that 
was  sinking  under  the  weight  of  $700  mil- 
lion in  bad  property  loans.  This  was  the 
first  time  the  mof  had  closed  a  bank  since 
the  end  of  World  War  II,  and  the  move 
sent  a  clear  signal  to  the  industry  that 
save  for  the  collapse  of  a  giant  money- 
center  lender,  bui-eaucrats  would  no  longer 
support  smaller  players  that  can't  find 
merger  partners. 

FREE-FOR-ALL.  Banking  is  not  the  only  fi- 
nancial industry  facing  a  lighter  govern- 
ment hand.  Not  long  after  Hashimoto  an- 
nounced the  Big  Bang,  the  government 
concluded  a  far-reaching  deal  with  Wash- 
ington to  open  up  the  tightly  segmented 
and  rigidly  protected  insm'ance  industry  to 
competition.  The  deal  has  ah-eady  pushed 
downi  premiums  by  as  much  as  20%  on  lai"ge 
coi'porate  fii"e-insiu'ance  pohcies.  It  has  also  set  into  motion  a 
free-for-all  among  U.  S.  and  Japanese  companies  for  new^  busi- 
ness. Six  foreign  insm-ei-s  have  ah'eady  won  licenses  to  sell  auto 
pohcies  by  dii-ect  mail,  for  example.  And  life-insurance  compa- 
nies have  suddenly  jimiped  into  the  medical  insm-ance  business. 

Moves  to  open  up  the  economy  to  more  competition  are 
showing  up  on  many  other  fi'onts.  Take  transportation.  Faced 
with  Transport  Ministry-sanctioned  competition  fi-om  a  dis- 
count carrier  that  vows  to  cut  fares  50%  on  its  high-volume 
Tokyo-Sapporo  route,  Japan  Air  Lines  Co.  has  been  looking  ^ 
for  ways  to  reduce  costs  wherever  it  can.  One  answer  is  to  | 
rely  more  and  more  on  cheaper  foreign  cabin  crews  to  staff  | 
its  charter  subsidiaiy.  By  next  yeai;  some  17%  of  .jal's  over-  | 
seas  traffic  will  be  handled  by  the  unit,  which  is  already  fly-  J 
ing  from  Japan  to  Hawaii,  Bangkok,  Guam,  and  Saipan.  £ 
Retailing  is  also  in  for  shock  therapy.  A  recent  easing  of  ^ 
niles  limiting  gasoline  imports  has  lowered  Japan's  piunp  prices  | 
but  is  also  cmshing  profit  mai'gins  and  could  push  50,000  semce  ^ 
stations  into  the  red,  figiu'es  Todd  Guild,  a  partner  with  Mc-  < 
Kinsey  &  Co.  Mom-and-pop  retailers  face  similai-  pressiu-es  if  a  | 
push  to  Uft  restrictions  limiting  stores'  floor  space  goes  tlu'ough.  < 
Any  such  move  would  invite  new  competition  from  "category  | 
killer"  outlets  and  superstores,  triggering  a  bmising  shakeout  t 
that  would  affect  a  third  of  Japan's  labor  force,  figures  James  x 
Vestal,  an  analyst  with  Bzw  Research  Ltd.  S 
Workei-s  for  multinationals  may  have  equally  dire  prospects.  | 
With  the  recent  decision  to  split  Nippon  Telegi"aph  &  Telephone  £ 
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Corp.  into  two  local  companies  and 
one  long-distance  earner  owned  by 
a  holding  company,  the  Diet  is  now 
expected  to  lift  a  ban  on  such  com- 
bines dating  to  the  U.  S.  occupa- 
tion. Large  companies  would  reap 
big  savings  by  spinning  off  laggard 
divisions  and  pegging  pay  levels  to 
{performance.  Even  layoffs  could  be- 
come a  reality,  thi-eatening  lifetime 
employment  that  has  secured  work- 
er loyalty  in  bigger  companies. 

Already  caught  in  the  squeeze 
are  many  of  the  midsize  suppliers. 
It's  no  longer  an  act  of  economic 
treason  to  look  beyond  long-stand- 
ing keiretsu  suppliers.  Toshiba  has 
set  up  a  home  page  on  the  Internet 
to  solicit  bids  fi'om  overseas  sup- 
pliers. It  holies  to  double  its  foreign 
procurement,  to  $5  billion,  by  1999. 
The  story  is  the  same  at  Sony,  NEC, 
Casio,  and  Minolta,  which  all  have 
reached  out  to  lower-cost  Asian  and 
American  suppliers  to  provide  key 
components.  Nowadays,  General  Motors  Coip.'s  sprawling  Del- 
phi Automotive  Systems  paits  division  not  only  supplies  Toyota 
Motor  Coi-p.  in  the  U.  S.  but  also  sells  catalytic  converters  to 
Toyota  plants  in  Malaysia  and  Thailand.  Delphi  executives  in 
Tokyo  even  sit  in  on  strategy  sessions  with  the  auto  giant's 
Japanese  suppliers. 

Of  course,  big  suppliers  such  as  Denso  Corp.,  a  leading 
maker  of  automotive  electronics  components,  have  the  kind  of 
cash  to  follow  the  big  manufacturers  abroad.  But  plenty  of 
others  can't.  That's  why  foreign  subsidiaries  of  Japanese 
companies  now  get  only  38%  of  their  parts  from  home,  down 
from  56%  a  few  years  ago.  This  reflects  the  multinationals'  ef- 
forts to  regain  ground  lost  to  the  U.  S.  in  global  markets  as 
the  yen  spii'aled  to  a  record  high  in  1995.  The  40%-  deprecia- 
tion of  the  yen  against 
the  dollar  is  helping 
the  comeback.  But  the 
multinationals  are 
gaining  even  more  advantages  fi"om  their  production  bases 
that  have  sprung  up  around  the  world. 

In  America,  Japanese  auto  makers  are  grappling  back  by 
trimming  prices  on  new  models,  revamping  existing  ones,  and 
expanding  their  plants  to  regain  gi'ound.  "U.  S.  producers 
haven't  been  able  to  keep  up  with  demand,  and  the  Japanese 
are  making  up  the  difference,"  says  Toyota  President  Hir-oshi 
Okuda.  Since  mid-1995,  the  Big  Three's  cost  advantage  over 
Japanese  models  has  shnmk  fi'om  $1,400  to  .$1,000.  Toyota's 
American-made  Camiy,  launched  last  fall,  and  Honda's  U.  S.- 
made  Accord,  due  out  later  this  yeai;  even  have  a  shot  at  over- 
taking Ford's  Tauiois  as  the  top  seller  this  year. 
NEW  GIZMOS.  Toyota  and  Honda  also  are  racing  ahead  to  set 
up  regional  manufacturing  and  pails  supply  networks  in  South- 
east Asia.  Honda  paitially  developed  the  City  sedan  it  sells  in 
Thailand  at  a  Thai  design  center  set  up  two  years  ago.  Thai  de- 
signers also  helped  Toyota  modify  its  Soluna  passenger  car  to 
make  it  mgged  enough  for  Bangkok's  steamy  climate  and  tor- 
tuous road  conditions.  With  70%  of  its  paits  locally  sourced,  the 
Soluna  is  due  out  in  Thailand  on  Jan.  31.  It  also  may  be  ex- 
ported to  Singapore  and  Branei  later  this  year. 

The  moves  by  Toyota  to  buy  local  components  are  part  of  a 
broader  trend  by  many  manufacturers  to  dump  longtime 
keiretsii  suppliers  in  favor  of  the  cheapest  vendors  around. 
Bridgestone  Corp.,  for  one,  has  mushroomed  in  the  U.  S.  and 
Canada  since  buying  Firestone  Tire  &  Rubber  Co.  in  1989,  dou- 
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bling  its  production  to  23  mil 
tires  a  year.  Bridgestone  recei| 
opened  a  $400  million  plant  in  Vj 
ren  County,  Term.,  to  produce  4t 
bus  and  truck  tires  daily. 

Once  written  off  as  digital  sli| 
ers,  Japanese  constmner-electro! 
giants  such  as  Sony,  Toshiba, 
Hitachi  have  been  every  bit  as 
gressive  as  the  auto  makeri 
fighting  for  global  market  sh 
Each  has  launched  new  note! 
or  desktop  offerings  lately,  p 
Sony's    hot-selling  PlaySta' 
video-game  machine  has  come  I 
nowhere  to  become  a  $3  hi  I 
global  business.  Toshiba's  hiuii 
Infinia  PCs  are  also  heading  for 
cess.  Decked  out  with  radio, 
and  answeiing-machine  funct 
they  are  a  splashy  exam|)l' 
Japan's  broader  strategy  to  j 
its  consumer-electronics  know 
into  new  digital  realms.  "This 
declai-ation  that  we're  not  conf 
om'selves  to  small,  laptop  con 
ers,"  explains  Toshiba  Presi 
Nishimuro. 

More  important,  though,  is 
this  push  is  being  led  mostly 
California,  by  American  manas 
steeped  in  the  entrepreneii 
culture  of  Silicon  Valley, 
maybe  a  bit  of  that  culture  is  rubbing  off  on  high-tech 
ecutives:  Fujitsu  Ltd.  recently  unveiled  a  performsie 
based  stock-option  plan  at  its  Cahfomia  affiliate.  Such  ]^ 
are  almost  nonexistent  in  Japan,  where  pay  is  still  laile 
tied  to  seniority. 

"OPPORTUNITIES."  To  a  gi'eat  extent,  multinationals  al 
have  been  on  the  outer  perimeter  of  the  Japanese  ecoi 
But  increasingly,  the  flexibility  and  keen  sense  of  con 
tiveness  they  offer  are  exactly  the  practices  the  ecowi 
needs  so  dearly  right  now.  Hashimoto  realizes  this,  but 
chance  of  costly  mistakes  looms  large.  A  big  policy  ■ 
step — say,  deregulating  banking  without  fii'st  resolving  tl 
dustr/s  bad-loan  mess — could  plunge  ah-eady  thinly  cajjit 
banks  and  life  insurers  into  a  vicious  circle  of  selling. 

Fearing  lenders  would  see  then-  capital  dip  below  ini 
tionally  agreed-upon  standards  as  the  value  of  theu-  c 
portfolios  erodes,  investors  might  dump  bank  stocks 
abandon.  That  would  make  banks  even  more  reluctant  ti 
money  than  they  are  today,  tin-eaten  to  send  the  ecu 
into  a  taUspin,  and  spai-k  even  more  selling  in  the  stock  miii 

To  wai-d  off  such  a  calamity,  Hashimoto  now  must  artii'l! 
his  vision  of  refomi,  build  a  consensus  among  powerfu! 
istiies  to  see  it  thi'ough,  and  gain  public  support  for  the 
term  pain  it  will  biing.  Japan  ali-eady  has  lost  trillions  of  < 
in  national  wealth  in  the  bear  mai'ket  of  the  1990s.  Hashii 
challenge  now  is  to  guide  the  country  along  a  path  that 
profit  best  from  the  globalization  of  business.  As  the  N 
latest  nightmare  suggests,  making  the  transition  to  an  eci 
in  which  government  intmdes  less  and  the  market  cou; 
more  will  not  be  fun.  But  "this  decline  is  throwing  up  < 
tunities,"  says  Merrill  Lynch  &  Co.  Japan  strategis 
Bahrenbui'g.  Unless  Japan  now  takes  advantage  of  th< 
vast  domestic  economy  could  be  consigned  to  stagnatioi  *\ 
as  the  country's  multinationals  continue  to  make  hay. 

By  Brian  Bremner  in  Tokyo,  with  William  Glasgl 
New  York  and  Peter  Galuszka  in  Cleveland 
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WHY  HASHIMOTO  HAS  TO  HANG  TOUGH 


tatemae — pretense.  Honne — the 
real  thing.  These  are  the  key 
words  in  the  debate  in  Japan 
;r  Prime  Minister  Ryutaro 
shimoto's  plans  to  deregulate  the 
momy  and  straighten  out  the 
intry's  troubled  finances.  If  the 
me  Minister  is  intent  on  deliver- 
the  real  thing  with  his  reforms, 
m  Japan  and  its  main  trading 
•tners  will  benefit  enormously.  If, 
vever,  his  moves  turn  out  to  be 
re  tatemae,  Hashimoto  will  be 
;ting  Japan's  entire  economic  re- 
'ery  at  risk. 

Many  observers  are  wilhng  to 
e  Hashimoto  the  benefit  of  the 
ibt.  His  call  for  a  thor- 
fh  deregulation  of  the 
mcial  sector  signals 
t  this  politician  is  try- 
to  be  a  thoughtful  re- 
mer  as  well.  But  even 
ugh  Hashimoto  the 
a  may  be  sincere, 
shimoto  the  Prime 
lister  must  shepherd 

)rm  thi'ough  the  politi- 

and  bureaucratic 

cess,  which  so  often  in 

past  has  blocked  seri- 

change.  So  a  rapid 

;^e  to  deregulate  the 

nomy  and  institute 

sible  tax  pohcies  is  by 

Tieans  certain. 

b  get  an  idea  of  what 

reformers  are  up 

inst,  look  at  the  draft 

get  for  fiscal  1997, 
j  ch  contains  troubling 
j  s  that  Hashimoto  is 
I  ig  forced  to  cater  to 
i  nal  interests.  Al- 
I  igh  the  budget  keeps  overall 
I  iding  flat,  the  pork  and  tax  hikes 
[  Des  contain  fly  in  the  face  of  the 

mitment  to  reform. 

'  TRIBES.  First,  look  at  the  pork, 
long  ago,  the  Hashimoto  gov- 

nent  was  saying  that  long- 
ned  expansions  of  the  country's 

^d  Shinkansen  bullet-train  lines 
I  Id  have  to  be  frozen  in  the  name 
"  seal  probity.  After  all,  as  a  per- 
age  of  gross  national  product, 
m's  deficit  is  larger  than  any 
r  major  country's.  But  then  the 
fi  ig  Liberal  Democratic  Party's 
f  rious  zoku  gim,  or  "tribes"  of 
I   members  who  push  special  in- 


terests, resurfaced.  Given  up  for 
dead  after  the  ldp  lost  its  Diet  ma- 
jority several  years  ago,  the  zoku 
giin  have  stormed  back  with  the 
LDP's  return  to  power  They  man- 
aged to  get  studies  of  the  new  train 
lines  back  in  the  budget,  a  key  step 
toward  the  ultimate  expenditure  of 
$10.3  bilhon.  Yet  it's  highly  debat- 
able whether  such  gargantuan 
spending  would  help  the  overall 
economy. 

The  draft  budget  also  calls  for  a 
healthy  hike  in  subsidies  to  farmers, 
especially  those  hit  by  liberalization 
of  agiicultural  markets  mandated  by 
the  global  trade  agi'eements.  This  is 
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Hashimoto  and  his 
allies  want  reform, 
but  can  they  fend  off 
special  interests? 


another  area  where 
the  zoku  giin  have 
been  having  a  field 
day.  And  massive 
public-works  spending 
wiW  go  uncurtailed 
despite  increasing 
calls  for  the  govern- 
ment to  encoui'age  consumer  spend- 
ing through  tax  cuts,  instead  of  dol- 
ing out  billions  to  cherished  projects. 

Indeed,  many  observers  believe 
the  draft  budget's  call  for  tax  hikes 
is  just  what  Japan's  flagging  econo- 
my doesn't  need.  If  adopted  intact 
by  the  Diet,  as  is  almost  certain,  the 
budget  will  eliminate  a  two-year-old 
income  tax  cut  that's  worth  $17  bil- 
lion and  will  boost  the  consumption 
tax  to  5%  from  3%  at  a  cost  to  con- 
sumers of  $43  biflion.  Hashimoto 
contends  these  measures  are  needed 
to  reduce  the  deficit.  Others  dis- 
agree. "The  best  way  to  restore  fis- 
cal balance  is  not  to  increase  taxes 


but  to  achieve  sustained  gi'owth  for 
many  years  to  come,"  says  Tetsuo 
T^ukimura,  chief  economist  at  Smith 
Barney  International  Inc.  in  Tokyo. 

In  the  markets,  meanwhile, 
Hashimoto  and  the  Ministry  of  Fi- 
nance have  so  far  resisted  the  urge 
to  intervene.  That's  a  significant 
step  back  from  the  tradition  of 
propping  up  troubled  markets 
through  a  pko,  or  price-keeping  op- 
eration. But  some  observers  think 
that  if  the  Nikkei  stock  average 
heads  toward  15,000 — the  point 
where  banks'  hidden  assets  are  dan- 
gerously depreciated — the  govern- 
ment vdll  step  in,  pouring  pension 
funds  and  other  money 
into  the  market  and 
weakening  the  yen. 
Kiyoshi  Kimura,  general 
manager  for  research  at 
Societe  Generale  Securi- 
ties (North  Pacific)  Ltd., 
says  the  government  has 
$8.5  billion  set  aside  for 
that  purpose. 
GROWTH  AGENDA.  A  PKO 
might  provide  some  re- 
lief, but  it's  just  the  kind 
of  action  the  Prime  Min- 
ister should  avoid.  It's 
time  for  investors  to  get 
an  honest  valuation  of 
the  companies  on  the 
Nikkei.  "Survival  of  the 
fittest  is  the  rule,"  explains  Smith 
Barney's  Tsukimura.  "A  further  de- 
chne  in  the  market  will  sweep  out 
troubled  financial  institutions.  That's 
necessary." 

What's  also  necessary  is  a  truly 
reform-minded  budget.  Hashimoto 
has  to  eliminate  the  white-elephant 
projects  and  engineer  some  serious 
tax  relief  for  consumers.  Speeding 
up  the  deregulation  of  transporta- 
tion, telecommunications,  retailing, 
and  electric  power  would  spark  the 
kind  of  capital  investment  that's 
needed  to  put  economic  growth  back 
on  track.  Sure,  that's  tough  to  do, 
and  Hashimoto  wiW  undoubtedly 
have  to  make  compromises.  But  too 
many  compromises  will  just  delay 
an  inevitable,  wrenching  change. 
Pretense  may  be  comforting,  but  for 
Japan  it's  also  dangerous. 

Neff  is  BUSINESS  week's  con- 
tributing editor  in  Tokyo. 
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What  size 
neighborhood 
dees  your 
eiectric 
company 
serve? 


As  the  largest  generator  of  low  cost  electricity  in  America  we've  taken 
our  resources,  expertise  and  customer  service  to  4  continents  and  30 
countries.  Which  translates  into  satisfied  customers  all  over  the  world. 

SOUTHERN 

COMPANY 

http://www.southernco.com  f',^-,,-^,,  ^«  C,.,... .     -    !V/  ij 
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STRATEGIES 


HEAVY  WEATHER 
AT  AMERICAN 


Can  the  embattled  airline 
make  peace  with  the 
pilots'  union  before  it 
goes  on  strike? 

Robert  L.  Crandall,  chief  executive 
of  AMR  Corp.,  was  stunned  when 
pilots  at  Ajnerican  Airhnes  Inc. 
rejected  a  tentative  contract  on 
Jan.  8  by  an  overwhelming  vote.  A 
gloomy  and  fiiistrated  Crandall  was  still 
fuming  days  later,  insiders  say.  "He's 
just  in  his  enraged  state,"  says  one. 
Crandall  and  President  Donald  J.  Carty 
quickly  sent  a  dire  message  to  the  pilots 
in  a  letter  dated  Jan.  10  that  said:  "For 
the  first  time  in  many  yeai's,  we  fear  for 
the  future  of  our  company." 

Now,  the  two  men  are  scrambhng  to 
head  off  a  strike  the  pilots  have  threat- 
ened to  start  on  Feb.  15.  Thrown  into 
doubt,  say  Carty  and  others,  is  Ameri- 
can's recent  $6  billion-plus  aircraft  order 
with  Boeing  Co.;  Ameiican  says  having 
to  pay  higher  salaries  would  make  such 


an  investment  uneconomical.  A  walkout 
even  could  threaten  the  earner's  pro- 
posed alliance  with  British  Airways  PLC, 
says  Carty.  And  American  isn't  alone. 
With  industry  profits  soaring,  unions  at 
United  Airlines  Inc.  and  Northwest  Air- 
lines Inc. — where  employees  exchanged 
concessions  for  stakes  in  those  compa- 
nies— are  pushing  for 
higher  pay,  too. 

The  distressing  thing 
about  the  American  dis- 
pute is  how  badly  both 
sides  miscalculated.  The 
company  was  confident 
that  the  tentative  deal — 
described  by  managers 
and  union  leaders  alike 
as  "industry-leading"  in 
pay,  pensions,  and  job  se- 
curity— would  pass.  One 
problem  was  that  it  fell 
far  short  of  American's 
original  goal  of  cutting 
$300  million  a  year  in  pi- 
lot costs.  In  fact,  the 
company  claims  the  deal 


PLENTY  FOR 
PAY  INCREASES? 


PROJECTED  1996 
OPERATING  I 
MARGINS 


10  12 

►  PERCENT  DATA  PAINEWEBBER  iNC 
•INCLUDES  PAYMENTS  TO  EMPLOYEES  IN  STOCK 


O'HARE  HUDDLE 

APA  members 
gather  to  discuss 
the  pact 

would  have  increasec 
pilot  costs,  but  Crai 
and  Carty  finally  dec 
that  was  the  best 
could  get  after  more 
two  years  of  bargaii 
The  executives  figi 
the  Boeing  order,  w 
Crandall  had  tied  to 
fication  of  the  acc 
would  chnch  the  dea 
cause  adding  new  pi 
to  the  company's 
would  create  jobs. 
ANIMOSITY.  Amer 
however,  glossed  over 
ly  signs  of  division  ii 
Allied  Pilots  Assn.  lej 
ship  and  discontent  ai 
the  rank  and  file.  In  November,  fc 
stance,  eight  members  of  the  union 
person  executive  board  voted  agains 
contract.  And  some  pilots  viewec 
timing  of  the  Boeing  order  as  a  h< 
handed  effort  to  sway  the  vote.  Ani 
factor:  the  personal  animosity  many 
harbor  against  Crandall,  a  notorii 
combative  chief  "They're  after  Bob,"| 
an  executive  of  a  rival  cairier.  "Son  • 
that  gets  in  the  way  of  objectivity.' 

Union  President  James  G.  Soviclaf 
some  colleagues  didn't  read  their  i- 
bers  much  better.  In  the  end,  moif 
61%  of  the  nearly  9,000  pilots  ^ 
against  the  tentative  agreement 
proposal  looked  generous  by  ind 
standards,  with  American  arguiny 
its  pilots  would  still  make  more 
those  at  United,  Delta  Air  Line,- 
Northwest  ai 
,v  t   contract's  en 
'^'^L  2000.  But  pilotfSJ 
it  differently.  ^ 
rocused  on  the  fad 
the  proposed  5%  p 
crease  over  four 
would  leave  their 
pensation  rates  la 
behind  inflation.  V 
the  company  esse) 
has   kept  pay 
frozen   since  the 
raise  in  1993. 

More  controvi 
perhaps,  was  a  pri 
that  would  allovf  t 
company's  loweps 
American  Eagle  pit^ 
who  are  represent  1 
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ferent  union — to  fly  small,  efficient 
nuter  jets  American  wants  to  fly 
tiort  routes.  Rivals  such  as  Conti- 
il  Airlines  Inc.  have  already  added 
planes  to  their  fleets  and  Ajnerican 
it  must  foflow  suit  to  remain  com- 
ive.  The  pilots,  however,  fear  Cran- 
pventually  vdll  try  to  use  the  new 
;s  to  displace  APA  pilots  on  longer 
;s.  "It's  about  trust,"  says  one  se- 
pilot  who  rejected  the  deal. 
AD  PROfTTS.  Now,  American  is  back 
[uare  one.  The  National  Mediation 
d  on  Jan.  15  started  a  30-day  "cool- 
)ff  period,"  after  which  the  union 
1  strike.  Sovich  and  a  new  union  ne- 
ting  committee  are  demanding  an 


11%  pay  increase  over  four  years  and 
more  than  double  the  number  of  stock 
options  that  American  had  offered  on 
the  date  of  signing.  They  also  want  only 
APA  pilots  to  fly  the  new  smaller  jets. 
Gerard  J.  Aq^ey,  American's  chief  finan- 
cial officer,  says  these  demands  would 
leave  the  carrier  at  a  labor  cost  disad- 
vantage of  "hundreds  of  millions  of  dol- 
lai's"  annually  to  such  rivals  as  United 
and  Delta.  Laments  Caiiy:  "We  wouldn't 
know  how  to  ram  the  business  any  more" 
if  the  pact  went  through. 

Such  arguments  are  tough  to  sell  to 
the  pilots,  who  want  a  bigger  share  of 
the  record  annual  profits  of  $854  mil- 
lion, excluding  special  items,  that  Amer- 


ican announced  on  Jan.  15.  They  argue 
American  can  afford  to  be  more  gener- 
ous. And  indeed,  its  10.4%  operating 
margin  for  1996  is  among  the  best  in 
the  industry,  figures  analyst  Samuel  C. 
Buttrick  of  PaineWebber  Inc.  (chart). 

In  the  end,  American  is  likely  to  pay 
more  than  its  original  deal.  But  ana- 
lysts figure  that  a  strike  is  unlikely,  giv- 
en the  huge  cost  it  would  exact:  more 
than  $50  million  a  day,  figures  Buttrick. 
"Rational  decision-making  will  outweigh 
emotionalism,"  he  says,  adding  after  a 
pause,  "I  think."  If  emotions  nile,  Cran- 
dall  and  Carty  won't  be  the  only  ones 
fearing  for  American's  future. 

By  Wendy  Zellner  in  Dallas 


UNITED:  THE  DUBIOUS  JOYS  OF  OWNERSHIP 


Prnployees  pulling  together,  ris- 
■  ing  productivity,  record  prof- 
Bits — 1996  was  a  great  year  for 
nited  Airlines  Inc.,  the  country's 
rgest  experiment  with  employee 
vnership.  But  only  days  into  the 
;w  year,  United  is  hitting  unex- 
!cted  air  pockets. 
On  Jan.  9,  the  company's  14,000 
schanics  rejected  a  wage  pact  that 
lied  for  10%  pay  hikes 
er  four  years  plus  profit- 
aring  tied  to  the  airline's 
:ure  performance.  And 
3  pilots,  who  engineered 
5  1994  employee  buyout, 
ly  vote  dovm  a  similar 
al  on  Jan.  17. 
Employee  ownership  it- 
f  is  part  of  the  problem, 
lion  members,  especially 
ots,  expected  ceo  Gerald 
eenwald  to  treat  them  as 
1  equals.  To  them,  that 
I  :ans  sharing  the  wealth 
I  en  times  are  good. 
I  'e're  very  disappointed  in 
I  rry  Greenwald  and  [Pres- 

nt]  John  A.  Edwardson,"  says 
!  vin  J.  Dohm,  a  spokesman  for 
(  ited's  Air  Line  Pilots  Assn.  "We 
I  iUght  we  had  found  a  management 
'  m  that  would  work  with  us." 
)CK  ANSWER.  Management  says 
170%  appreciation  in  United's 
c-k  since  the  buyout  is  plenty  of 
ard,  given  the  unions'  55%  own- 
liijt  stake.  Labor  says  that's  little 
ifoil,  since  employees  can't  sell 
ir  stock  until  they  retire.  "The  av- 
f(e  pilot  has  seen  an  increase  of 
7,(100,"  says  Greenwald.  "I  know 
not  Kquid,  but  it's  a  nice  nest  egg 
retirement." 

f  the  two  sides  can't  sort  out 


their  differences  soon.  United  may 
lose  some  of  the  efficiency  im- 
provement it  has  gained  from  em- 
ployees' enthusiastic  attitudes.  "The 
spirit  of  the  esop  has  suffered  a 
huge  setback,"  says  Joseph  Blasi,  a 
professor  of  management  at  Rutgers 
University. 

United  employees  aren't  likely  to 
emerge  with  any  more  than  the  pay 


liikes  that  are  on  the  table  now.  The 
ESOP  agi-eement  says  that  any  wage 
dispute  goes  to  an  arbitrator  who 
can't  award  them  more  than  a  10% 
wage  increase  through  2000.  Nor  can 
the  arbitrator  throw  in  a  profit-shar- 
ing plan  like  the  one  the  company  al- 
ready offered. 

The  mechanics,  who  knew  all  that, 
voted  down  their  proposed  contract 
as  a  way  of  signaling  their  unhappi- 
ness.  One  of  their  major  complaints: 
Greenwald  and  600  top  managers 
last  year  split  a  $14  million  bonus 
pool,  for  an  average  of  $23,000 
apiece.  That  led  employees  to  beheve 
United  would  be  more  generous  with 


them,  too,  union  leaders  say. 

The  company  is  downplaying  la- 
bor's discontent.  In  a  Jan.  7  letter  to 
employees,  Greenwald  said  that  "our 
long-term  goal  is  to  put  compensa- 
tion on  a  competitive  basis"  and 
urged  employees  not  to  change 
coiu"se  now. 

Still,  there  could  be  trouble  ahead. 
Some  pilots  are  talking  about  an  un- 
official work  slowdown. 
And  ALPA  ChaiiTiian 
Michael  Glawe  told  man- 
agement he  will  no  longer 
cooperate  when  it  ap- 
proaches him  vrith  a  prob- 
lem, such  as  an  expected 
staffing  shortage.  "We 
would  hope  management 
never  forgets  whose  hands 
are  on  the  throttles,"  warns 

BRIGHT  SPOT 

'lamp  workers  have 
tentatively  accepted 
a  new  wage  pact 

Wright  B.  George,  a  veteran  pilot. 
And  United's  20,000  flight  atten- 
dants, who  aren't  part  of  the  esop, 
still  are  without  a  labor  contract  af- 
ter a  tentative  deal  was  voted  down 
last  April.  "It's  hard  to  believe  Unit- 
ed will  project  a  waiTn  and  fuzzy  at- 
titude to  customers  when  vutually 
all  employee  gi'oups  are  ii-ritated," 
says  Blasi.  One  high  note:  Ramp  and 
food-sei-vices  workers,  concerned 
about  job  seciu'ity,  accepted  a  tenta- 
tive wage  pact  by  a  63%  vote. 

Greenwald's  difficult  task  now:  to 
get  the  rest  of  United's  employee/ 
ovraers  in  line  and  on  board. 

By  Susan  Chandler  in  Chicago 
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AUTOS 


SUDDENLY,  DETROIT  STOPS 
FIGHTING  THE  FUTURE 

It  gets  out  of  the  way  of  megadealers  like  AutoNation  and  CarMax 


HUIZENGA:  Ford  O.K.'d 
his  publicly  owned  chain 


Jon  E.  Lancaster,  who 
owns  foui'  small  auto 
dealerships  in  Madi- 
son, Wis.,  womes  that  his 
days  in  retailing  may  be 
numbered.  Glitzy,  com- 
puterized auto  superstoi-e 
chains,  such  as  AutoNa- 
tion USA  and  Circuit  City 
Stores  Inc.'s  CarMax 
Auto  Superstores,  are 
spreading  across  the  na- 
tion. Lancaster  and  many 
mom-and-pop  dealers  lack 
the  cheap  capital  that's 
available  to  the  newcom- 
ers, who  can  afford  to 
outdo  him  on  eveiything 
from  inventory  and 
spiffed  up  showrooms  to 
high-profile  advertising 
campaigns.  "I  do  feel 
veiy  threatened,"  he  says. 

He  isn't  the  only  one.  Just  a  year 
ago,  Big  Three  and  Japanese  caiTnakers 
were  brushing  off  the  notion  that  the 
new  breed  of  auto  retailers  was  going  to 
change  distribution  radically  in  the  100- 
year-old  industry.  Ford  Motor  Co.  was 
the  most  stubborn,  flatly  refusing  to 
gi-ant  new-cai-  ft'anchises  to  i:)ublicly  held 
companies.  But  since  December,  Auto- 
Nation, the  chain  owned  by  H.  Wayne 
Huizenga's  Republic  Industries  Inc.,  has 
paid  $116  million  for  seven  Ford  and 
Lincoln-Mercury  ft'anchises  in  Ohio  and 
California,  with  Ford's  approval.  Why 
did  Ford  pull  an  about-face?  "Tliere  are 
major  changes  under  way,"  says  Ford 
Chairman  Alexandei-  J.  Tr-otman.  "We 
have  to  move  with  the  times." 
BYZATfTINE.  To  manufactiu'ers,  the  trend 
is  a  mixed  blessing.  Retail  expenses  ac- 
count for-  20%  to  30%  of  a  car's  price, 
Tj'otman  says.  And  carmakers  won't 
mind  if  publicly  funded  megafleaierships 
use  economies  of  scale  and  cheaper  cap- 
ital to  shrink  those  costs.  New  competi- 
tion also  could  help  them  streamline 
bloated  dealer  networks.  That's  some- 
thing they  can't  easily  do  on  their  own: 
Dealers  are  protected  by  Byzantine 
state  fi'andiise  laws.  But  camnakers  also 
fear  the  super-retailers  could  one  day 
become  powerful  enough  to  influence 
car  pricing  and  other  policies.  Warns 


d 


Robert  J.  Thomas,  chief 
executive  of  Nissan  Mo- 
tor Corjj.  USA:  "Somebody 
vdll  have  the  chutzpah  to  cany  it  off." 

Enter  Huizenga.  Since  he  and  part- 
ners foiTTied  AutoNation  in  November, 
1995,  the  company  has  amassed  22  new- 
car  dealei'ships  and  opened  seven  used- 
car  superstores.  In  November,  it  bought 
Alamo  Rent-A-Car  Inc.  for  $625  million. 
On  Jan.  6  it  agi-eed  to  buy  National  Car 
Rental  System  Inc.  for  $600  million  in 
stock  and  the  assumption  of  $1.7  billion 
in  debt.  And  on  Jan.  13,  AutoNation 
inked  a  deal  allowing  it  to  buy  General 
Motors  Corp.  franchises,  then  quickly 
did  $300  million  in  stock  deals  to  nab  14 
dealei's  in  Florida,  New  York,  and  the 
Southwest.  Huizenga's  aim:  to  build  a 
cradle-to-gi'ave  company  that  finances, 
sells,  rents,  leases,  and  repair-s  cai-s.  "This 
industiy  needs  a  change,"  says  AutoNa- 
tion Chief  Executive  Steven  R.  Ben-ai'd, 
who  says,  only  half-jokingly,  that  Detroit 
shouldn't  wony:  "It's  a  huge  industiy — 


"There  are  major 
changes  under  way," 
says  Ford's  Trotman. 
"We  have  to  move 
with  the  times" 


$350  billion  in  used  cars  alone.  All 
want  is  50%  of  it." 

Despite  the  thi-eat  implicit  in  Hui 
ga's  rapid  expansion,  auto  manufactt 
are  bowing  to  changes  they  know 
can't  prevent.  Indeed,  some  dealers 
ger  to  cash  out  their  franchises 
prodding  the  companies  with  lawi 
to  let  them  sell.  G.  Richard  Wag 
Jr.,  cm's  president  for  North  Amei 
Operations,  says  he 
like  to  see  the  traditi 
dealer  system  conti 
"But  it  ain't  just  our 
he    says.  "We've 
to  find  a  way  to 
some  sort  of  accomn 
tion  with  [the  new 
retailers]." 
ON  THE  HUNT.  That 
mean  cutting  more 
with  pubhcly  held 
groups,   such  as 
York's  United 
Group  Inc.,  a  chain 
new-car  dealerships 
eight  stand-alone  use 
stores  run  by  ex-ac 
Carl  Spielvogel 
with  $65  million  aftei 
went  public  in  October,  Spielvogel 
a  spree.  He's  gumiing  for  revenues 
billion  next  year,  up  fi-om  $800  milli 
1995.  Spielvogel  gleefully  reports 
he'll  be  on  the  himt  at  the  convent 
the  National  Automobile  Dealers 
in  Atlanta  next  month:  "I've  got  a 
and  I  expect  to  have  a  lot  of  vii 
come  in."  His  advantage,  he  says: 
size  and  easy  access  to  capital 
have  economJes  of  scale,  and  we're 
to  borrow  at  a  lower  rate,"  he 
"We'll  attempt  to  pass  that  on  t 
customer" 

Nissan's  Thomas,  for  one,  says 
makei-s  should  move  for-cefully  to  s' 
the  game.  In  a  blistering  Jan.  13  s 
at  an  industiy  conference  in  Detrc 
blamed  shortsighted  manufacture: 
giving  outsiders  a  chance  to  take 
their  business.  His  prescription: 
them  to  the  pimch  by  consolidating 
ft'anchises  and  eliminating  "all  tl 
cessive  and  unnecessary  overhea 
investment  costs."  Even  those 
view  is  rosier  agree  that  radical  di 
lie  ahead.  Says  Ford's  Trotmai 
makes  competition  tougher  for  < 
one,  but  it  makes  life  better  fc 
customer"  That  may  be  bad  ne^ 
dealers  like  Lancaster  But  for  ca 
ers  and  makers  alike,  these  are 
esting  times,  indeed. 

By  Kathleen  Kerwin,  with 
Naughton  in  Detroit,  and  David 
ing  in  Atlanta 
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INTERNET 


R  $19.95  A  MONTH, 
ILIMITED  HEADACHES  FOR  AOL 

inline  jam-up  due  to  flat-rate  pricing  leads  to  legal  hassles 


even  C.  Borsse  is  fed  up.  Last 
>Jovember,  Borsse,  who  runs  his 
iwn  underwater  search  business 
bastian,  Fla.,  coughed  up  $358  for 
0-year,  prepaid  membership  on 
•ica  OnHne  Inc.  Borsse  uses  the 
ce  to  search  for  potential  cus- 
rs.  But  since  aol  went  to  a 
ily  $19.95  flat  rate  in  December, 
e  tries  to  go  online  sometimes  20 
a  night  without  getting  a  con- 
m.  More  frustrating,  he  can't  get 
^h  to  aol's  jammed  customer-ser- 
enter.  "It's  literally  impossible  to 
n  AOL  at  night,"  says  Borsse.  "I 
siness  on  the  Internet,  and  this 
ially  hurt  me." 

•sse  isn't  alone — and  now  aol's 
signal  is  starting  to  cause  it  legal 
ches.  On  Jan.  14,  five  aol  cus- 
s  filed  a  class  action  in  a  state 
in  Los  Angeles  alleging  that  the 
my  fraudulently  misrepresented 
■vice.  A  day  earh- 
other  aol  user 
I  class  ac- 
n  New 
alleging 
1  of  con- 

And  a 

of  state 
eys  general, 
have  probed 
industry  biUing 
;es  for  months,  are  now 
lizing  the  latest  aol  snafu, 
officials  won't  comment  on  spe- 
iquiries.  But  warns  Thomas  F. 
1,  senior  counsel  for  the  Min- 
Attomey  General:  "If  somebody 
ises  a  service  and  charges  for  it, 
ople  can't  use  it,  it's  a  potential 
5sue." 

►CK.  Industry  experts  think  aol 
ler  online  service  providers  may 
3  rethink  their  unrestricted  flat- 
lans.  Competitors  CompuServe 
d  Netcom  On-Line  Communica- 
jrvices  Inc.  have  already  aban- 
the  mass  consumer  market,  in 
icause  of  cutthi'oat  pricing.  And 
ives  at  Microsoft  Corp.'s  Mi- 
Network,  which  began  charg- 
flat  rate  at  Thanksgiving,  are 
'  ring  traffic  and  say  they  are  ex- 
?  capacity  by  25%  to  avoid  the 
roblem. 

fallout  is  most  severe  for  aol, 
?est  online  service  pi'ovider,  with 


8  million  subscribers.  And  much  of  the 
industry  is  watching  to  see  how — and 
if — aol  solves  the  problem.  "I  don't 
think  flat-rate  pricing  is  going  to  work 
long  term,"  says  John  W.  Sidgmore, 
head  of  Internet  service  provider 
uuNet  Technologies  Inc. 

Not  so,  says  Robert  W.  Pittman, 
president  of  aol  Networks.  He  says 
that  the  company  will  spend  about  $250 
million  by  June  to  expand  the  capacity 
of  its  network  to  handle  the  surge  in 
demand,  aol  is  also  putting  the  brakes 
on  advertising  to  reduce  the  number 
of  new  customers  who  are  signing  up. 
And  the  company  says  it  expects  to 
prevail  in  the  recent  lawsuits.  "This  is 
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a  problem,"  Pittman  acknowledges. 
"But  it  is  solvable." 

The  current  service  nightmare  is 
hardly  the  first  misstep  by  the  Dulles 
(Va.)  company.  Complaints  about  aol 
billing  led  to  a  series  of  lawsuits  in 
1995 — settled  as  a  class  action  last  July 
in  a  deal  giving  members  ft-ee  time  on- 
line. The  agreement  cost  aol  about  $8 
million.  Then,  aol's  plan  late  last  year 
to  move  all  of  its  members  automati- 
cally to  the  new  $19.95  flat  rate  drew 
more  flak.  In  December,  the  company 
signed  an  agreement  with  20  states  al- 
lovdng  members  to  select  the  pricing 
plan  they  prefer.  The  deal  also  forces 
aol  to  give  refunds  to  customers  who 
switch  back  to  their  old  plan  before 
Apr.  10 — $9.95  for  five  hours  of  online 
time,  $2.95  for  each  hour  after  that. 
Still  an  issue  in  some  states:  whether 
AOL  and  others  make  it  easy  enough 
for  customers  to  quit,  aol  members 
can't  cancel  online,  and  some  say  they 
can't  reach  customer  service  to  cancel 
over  the  telephone. 

FIERCE  RIVALS.  AOL's  latest  problem  is 
the  result  of  a  wildly  successful 
marketing  ploy.  About  75%  of 
aol's  customers  have  taken  the 
flat-rate  offer,  analysts  say.  As 
a  result,  total  daily  aol  cus- 
tomer use  has  soared  fi-om  1.6 
million  houi's  online  in  October 
to  more  than  4  million  hours 
this  month.  In  the  past  quar- 
ter, aol  added  a  record 
1.2    million    new  sub- 
scribers. The  increase  is 
central  to  aol's  efforts 
to  woo  more  advertisers  to 
its  sites. 

But  the  company  risks  alienat- 
ing new  subscribers  with  busy 
signals.  And  competition  from 
Intemet-based  services  such  as 
MSN  and  other  Web-based  con- 
tent providers  remains  fierce. 
Laura  Jennings,  a  vice-presi- 
'Q  dent  at  Microsoft  Network, 
^  says  MSN,  for  one,  expects  to 
lure  dissatisfied  customers  away 
from  AOL. 
Wall  Sti'eet  loves  the  company's  new 
pricing,  anyway.  Mounting  fears  about 
competition  and  pricing  pressure  had 
knocked  aol's  stock  down  as  low  as 
'Z'Z'/i  back  in  October  But  the  company's 
renewed  growth  under  the  flat  rate 
has  driven  it  back  to  nearly  38. 

That's  nice  for  the  shareholders.  But 
the  subscribers  want  attention — fast. 
Until  AOL  fixes  its  network  glitches, 
the  company  is  risking  a  major  cus- 
tomer backlash  and  more  pesky  probes 
from  regulators. 

By  Amu  Barrett  in  Washington, 
with  Paul  Eng  in  New  York  and 
Kathy  Rebello  in  San  Francisco 


News:  Analysis  &  Commentary 


TYCO'S 

DEAL-A-MONTH  MAN 

Dennis  Kozlowski  buys  to  get  fast  gro 


Everywhere  L.  Dennis  Kozlowski 
goes  in  the  world,  he  scrutinizes 
the  local  fire  hydrants.  The  chief 
executive  of  Tyco  International  Ltd.  isn't 
a  wannabe  firefighter  He's  gauging  sales 
of  one  of  the  prosaic  but  vital  industrial 
products  made  by  his  conglomerate. 
"Our  wives  sometimes  think  we're  a 
bunch  of  dogs,"  jokes  a  colleague,  who 
admits  that  he,  too,  is  a  hydrant-spotter. 

For  the  sake  of  the  Tv'co  spouses, 
perhaps  it  would  be  better  if  Kozlowski 
doesn't  snare  his  latest  acquisition  tar- 
get: American  Standard  Cos.,  the 
world's  largest  maker  of  toilets.  News 
that  "Tyco  might  be  interested  in  Stan- 
dard broke  on  Jan.  13,  when  TJie  Wall 
Street  Journal  reported  that  Standard 
had  rejected  a  tentative  $50-per-share 
offer  from  Kozlowski,  worth  $4  billion, 
back  in  early  December.  Public  disclo- 
sure of  the  spurned  offer  sent  Stan- 
dard's stock  soaring  7.5%,  to  $43M.  That, 
in  turn,  stiired  speculation  that  share- 
holdei-s  might  pressure  Standai'd's  boai'd 
to  open  talks  with  Tvco. 

For  the  moment,  Kozlowski  rules  out 
a  hostile  bid  but  says:  "If  the  owTiers  of 
American  Standard  want  to  put  pres- 


FRIENDLY  BIDDER: 

Kozlowski  avoids 
hostile  deals 

sure  on  manage- 
ment, we're  open 
and  ready  for  dis- 
cussions." Although 
he  calls  $50  a  "fair 
price,"  Kozlowski 
says  "there  might 
be  opportunity"  for 
Tyco  to  i-aise  its  of- 
fer— if  Standard 
agi'ees  to  talks  and 
Tyco  executives 
ai'e  free  to  peribiTn 
a  "due  diligence" 
probe  into  Stan- 
dard's books.  In 
addition  to  Stan- 
dard's plumbing 
business,  Tyco  Ukes 
the  company's  big 
aii-conditioning  op- 
eration. Standard, 
based  in  Piscat- 
away,  N.J.,  insists 
it  isn't  for  sale  and 
won't  talk  to  Tyco. 

Failing  to  com- 
plete the  Standard 
deal  won't  put  a 
dent  in  Kozlowski's 
well-oiled  machine. 
A  disciplined  CEO 
who  has  run  Tyco 
since  mid- 1992,  Kozlowski,  50,  has 
wrung  impressive  gi'owth  and  profits 
from  mundane  businesses.  T>'co  had 
earnings  of  $310  million  on  revenues  of 
$5.1  biUion  for  the  year  ended  June  30, 
up  226%  and  64%,  respectively,  since 
Kozlowski  took  the  helm.  Its  stock  is  a 
Wall  Street  favorite,  soaiing  67%  in  the 
past  year,  to  about  $55.  "This  is  one  of 
the  gi'eat  companies  of  America,  both  in 
perfoiTnance  and  coiporate  governance," 
says  Robert  A.  G.  Monks,  a  shai-eholder 
activist  who  was  a  Tvco  director  for  10 
years  until  1994. 

Acquisitions  are  ci-ucial  to  Tyco's  fast 
growth.  Executives  sort  through  sev- 
eral hundred  potential  deals  a  year  to 
find  a  dozen  or  so  gems.  Since  mid- 
1994,  the  company  has  paid  $2.4  bil- 
lion for  24  companies.  Most  were  small 
to  midsize  concerns  in  little-heralded 


businesses  such  as  valves,  pipes,  j; 
disposable  medical  supplies.  "I  dji 
want  to  be  in  sexy  industries  that 
whole  world  is  paying  attention 
says  Kozlowski. 

Kozlowski  insists  on  a  few  sin 
rules:  Deals  must  be  fiiendly  and  r 
immediately  add  to  earnings.  In  c£ 
lating  whether  one  will  pay  off,  ' 
managers  are  only  allowed  to  ass 
cost  savings,  not  sales  grovi1;h.  "( 
reductions  we  know  we  can  get," 
Kozlowski.  "Revenue  growth  cai 
more  elusive."  Insiders  say  Kozlo' 
isn't  afraid  to  walk  away  from  o 
priced  deals.  "He  knows  it's  not  clo 
the  deal  that  matters,  it's  what  yoi 
with  it  aftenvards,"  says  Terry  L.  ] 
a  former  Tvco  chief  fijiancial  officei 
UNCAPPED  BONUSES.  In  most  cases,  i 
has  succeeded  in  uainging  mai'ked  ^  i 
out  of  its  acquisitions.  One  reason:  t 
company's  operating  executives  are  ^  e 
an  unusual  degi-ee  of  autonomy.  On]  4 
people  staff  Tyco's  modest  Exeter  ih  '-i 
headquartei-s.  Operating  executives  s  i 
on  an  ambitious  annual  plan  with  m 
quarters,  then  are  left  to  run  theii' 
sions  with  minimal  interference — u 
their-  nimiber-s  are  poor.  "It's  Uk(-  i 
an  entrepreneur;"  says  John  C.  Mcli: 
a  retir-ecl  Tvco  executive. 

Far  more  than  most  companies, 
gear-s  managers'  compensation  in 
for-mance.  Only  a  small  part  of  an  i 
utive's  pay  is  guaranteed  salai->. 
bonuses  ar-e  uncapped.  In  the  pa- 
year-,  tw^o  operating  heads  at  T\  (  < 
close  to  $2  million.  Kozlow^ski  toc! 
$8.9  million,  the  bulk  in  stock-ba.-^ 

A  home-gr-own  Tyco  executi\"e 
joined  the  company  in  1975,  Kozk  . 
relaxes  in  his  ft-ee  time  by  fiyinj,lv 
own  airplane  and  helicopter.  Bac  i 
the  office,  he  works  12-hour  da^  t 
keep  up  Tv'co's  deal-a-month  paccH 
says  the  company  plans  to  acquire  tt 
smallish  valve  makers  in  the  nex' 
months,  adding  mor-e  than  $250  i:. 
in  annual  r-evenues.  I^co  also  i- 
ding  for  at&t's  fiber--optic  oper; 
which  could  fetch  $1  billion.  But 
with  these  deals  in  the  offing,  th  v 
tient  and  methodical  Kozlowski  1 
given  up  hope  that  he  may  eveni 
flush  out  American  Standard. 

By  Mark  Maretnont  in  Boston. 
Joseph  Weher  in  Philadelphia 


MUNDANE 


"I  don't  want  to  be  in  sexy  industr^ 
that  the  whole  world  is  paying  attention  to,"  s. 
Kozlowski,  as  he  stalks  the  biggest  toilet  make 
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''Only  Oracle  Applications  provide 
the  flexibility  we  need  to 
integrate  22  business  units  in 
120  locations  across  27  countries." 

Dr.  Keith  Turnbull,  Executive  Vice  President 

Alcoa 


oa,  the  world's  largest  manuhicturer  ot  aluminum 
'  related  products,  operates  22  independent  business 
ts  spanning  27  countries.  They  needed  applications 
t  each  business  unit  could  rapidly 
pt  while  still  sharing  common 
iness  process  and  data.  Alcoa 

Se  Oracle  Applications.  Projects 

cle  is  the  world's  fastest-grow-         ^^1* J  '  e  d  T 
supplier  of  open  business  applica- 
Ts,  with  more  manuhicturing  and  financial 
lication  sites  running  than  anyone  else. 


Oracle  Applications  automate  your  entire  enterprise 
with  over  30  integrated  software  modules  for 
finance,  supply  chain  management,  manufacturing, 
project  systems,  human  resources  and 

Supply  Chain 

Management  market  management. 

Manufacturing 


Finance 


9^ 


Do  your  business  applications 
provide  the  flexibility  you 
c  h  n  ^  '  "  '  need  to  manage  your  business? 

If  not,  call  Oracle  at  1-800-633-1061, 
ext.  10076  today.  Or  find  us  on  the  'Web  at 
http://www.oracle. com/applications 


ORACLe 

Enabling  the  Information  Age  ' 


Oracle 


Applications 


©199"^  Oracle  CorfKiration,  Oracle  is  a  registered  trademark,  and  Oracle  Applications  and  Enabling  the  Information  A^e  are  trademarks  of  Oracle  Corporation  All  riLjhts  reserved 
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INTEL:  NOWHERE 
TO  GO  BUT  DOWN? 

IT  isn't  easy  BEINC  INTEL. 

On  Jan.  14,  the  company  re- 
ported a  record-shattering 
1996  fourth  quarter,  with 
profits  of  $1.9  billion,  more 
than  double  the  same  period 
in  1995,  on  41%  revenue 
gi-owth  to  $6.4  billion.  But  In- 
tel shares  fell  3%  the  next 
day,  to  142,  after  the  company 
warned  that  revenues  likely 
will  be  flat  in  the  fii-st  quaiter 
of  1997  and  that  gi'oss  mar- 
gins will  fall  below  the  giddy 
63%  level  of  the  fourth  quar- 
ter. The  problem:  The  first 
three  months  of  the  year  are 
historically  the  cliip  industiy's 
slowest,  and  the  costs  of 
ramping  up  production  of  the 
company's  new  mmx  chips  will 
dampen  margins.  Growth  for 


CLOSING  BELL 


JUMPING  BEANS 

When  the  U.S.  Agriculture 
Dept.  dehvered  its  monthly 
forecast  for  crops  on  Jan.  10, 
traders  were  aghast:  It  had 
reduced  its  supply  estimate 
for  soybeans  to  155  million 
bushels,  the  lowest  number 
since  1976.  In  October,  the 
government  had  pegged 
1997  supplies  at  195  million 
bushels,  then  in  November 
revised  that  down  to  180 
million.  Soybean  prices  are 
jumping:  By  Jan.  14,  they  had 
already  hit  $7.37.  It's  likely 
that  they  will  continue  to  rise 
through  the  spring,  traders 
predict. 


DATA 
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all  of  1997  should  be  good: 
Dataquest  figiu'es  Intel's  sales 
of  32-bit  processors  will  jump 
40%  to  92  miUion  units. 


A  PARTING  OF  THE 
WAYS  AT  TANDY 

A   TANDY   BOARD  MEMBER 

has  resigned  in  disgust  over 
the  company's  peifomiance — 
at  least  that's  the  way  he  tells 
the  story.  On  Jan.  15,  Jesse 
Upchurch,  stepson  of  Tandy 
founder  Charles  Tandy  and 
the  company's  largest  nonin- 
stitutional  investor,  quit 
Tandy's  board,  citing  an  "on- 
going impasse"  with  other  di- 
rectors over  how  to  rate  the 
performance  of  Tandy  CEO 
John  Roach.  "With  the  right 
leadership,  I  believe  Tandy/ 
RadioShack  can  again  be  a 
market  leader,"  says  Up- 
church,  whose  family  owns 
about  2.5%  of  the  company's 
stock.  However,  UpchiU'ch  also 
admits  the  company  told  him 
he  would  not  be  renominated 
for  a  dii-eetoi'sliip.  Tandy  could 
not  be  reached  for  comment. 


PLACER  DOME  GOES 
FOR  THE  GOLD 

CALL  IT  A  DISPUTE  AMONG 
gold  bugs.  On  Jan.  14,  Placer 
Dome  proposed  a  $5  billion 
merger  with  Bre-X  Minerals, 
the  tiny  Canadian  fi:-m  that 
discovered  the  Busang  gold 
deposit  in  Indonesia,  perhaps 
the  world's  largest.  In  De- 
cember, Bre-X — on  instruc- 
tions from  the  Indonesian 
government — proposed  to  de- 
velop Busang  with  Barrick 
Gold,  under  a  plan  that  would 
give  Barrick  67.5%-  of  a  mine 
estimated  to  be  worth  over 
.$20  billion.  Placer  is  attempt- 
ing to  upset  that  plan,  partly 
by  offering  to  give  Indone- 
sian interests  up  to  40%  of 
the  mine,  vs.  10%  under  the 
Barrick-Bre-X  deal.  Barrick 
says  it  doesn't  consider  Plac- 
er's bid  "serious"  and  pi'edicts 
that  the  government  soon 
will  0.  K.  its  Bre-X  deal. 


HEADLINER:  JESSE  JACKSON 


FROM  SELMA  TO  MORGAN  STANLEY 


Watch  out,  Wall  Street.  To 
shift  the  focus  of  the  civil- 
rights  movement  from  the 
statehouse  to  the  "seat 
of  capital,"  the  Rev 
erend  Jesse  Jack- 
son on  Jan. 15 
announced  that 
his  Rainbow/ 
PUSH  Coalition 
will  open  an 
office  at  40  Wall 
St.  by  mid-Febru- 
ary. The  office  will 
try  to  get  the  Street  to 
hire  and  promote  more 
women  and  minorities. 
"Our  struggle  never  quite 
made  it  directly  to  Wall 
Street  before,"  he  says. 

Jackson  also  announced  a 
pact  with  Mitsubishi  that 
will  end  a  boycott  against 
the  Japanese  caiTnaker 
backed  by  Rainbow/PUSH 


and  the  National  Organiza- 
tion for  Women.  The  boy- 
cott began  in  the  wake  of 
sexual-harrassment  alle- 
gations at  the  com- 
l^any's  Normal 
(III)  plant.  Mit- 
subishi says  it 
will  ensure  tha 
15%  of  its  deal' 
erships  have  m 
nority  or  female 
ownership  within 
five  yeai's  and  that ; 
will  start  talks  to  rehire  tY. 
women  who  are  suing  the 
company.  (The  lawsuits  an( 
a  federal  probe  continue.) 

Jackson  plans  a  similar 
strategy  with  Street  firms 
His  gi'oup  has  ah-eady  met 
with  employees  at  Morgan 
Stanley  who  claim  to  have 
been  discriminated  against 
By  Catherine  An 


MORE  ALTERATIONS 
FOR  THE  LIMITED 

LESLIE  WEXNER  ANNOUNCED 

another  shakeup  at  The  Lim- 
ited on  Jan.  13.  With  the  re- 
tailer's performance  sputter- 
ing, CEO  We.xner  plans  to 
shutter  2(;kj  of  the  chain's  3,080 
Express,  Lane  Biyant,  Lemer, 
ancl  Limited  specialty  women's 
apparel  outlets.  He  also  is  tak- 
ing emergency  steps  to  shore 
up  management  at  faltering 
Express  by  putting  Vice- 
Chainnan  Michael  Weiss  back 
at  the  helm.  Victoria's  Secret 
and  the  Cacique  lingerie  chain 
are  getting  management 
shakeups,  too.  The  company's 
stock,  however,  bai-ely  budged 
on  the  announcement. 


BRACING  FOR 

A  MAD  COW  EPIDEMIC 

WILL  BRITAIN'S  OUTBREAK 
of  "mad  cow  disease"  lead  to 
a  tragic  human  epidemic?  So 


far,  only  14  Britons  h 
been  stricken  with  a  pr 
ously  unknown  version 
similar  human  illness.  B 
sobering  new  analysis  in 
January  16,  1997  issue 
the  journal  Nature  arg 
that  the  current  victims  i 
be  only  the  tip  of  a  huge 
berg,  given  that  the  dis( 
can  take  a  decade  or  mor 
develop.  If  a  mere  50  o 
new  cases  appear  in  1997, 
article  says,  it  could  signj 
epidemic  that  could  eve 
ally  hit  thousands. 

ETCETERA. 

■  Enron  plans  to  bid  on 
plying  power  to  San  F| 
Cisco  and  Los  Angeles. 

■  Jerry  Seinfeld  gets  $1) 
lion  a  show;  Elaine,  Kra» 
and  George  want  the  sal 

■  Al  Gore  ordered  cha? 
to  Boeing  737  rudder^ 
safety  reasons. 

■  Three  Asian  execs  pli 
guilty  in  Archer  Daniels 
land's  lysine  price-fixint; 
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Minolta  unveils  the 
uncanny  CF900  color  . 

Copier/Printer. 

^ore  color  jobs  in-house 
under  control  and  under.; 

budget. 

Color?  Rich- eye- 
catching-unsurpassed. 


FuJI^eed?  The  first 

toofferir'xl7"  c  , 

full-bleed  copying  and 

'fSa?  complete  iobs 
'Xso'lng.  stapling  and. 

satisfaction.     „  ^  . 

top-quality  color  from  any 
neUrked  computer. 


NEW 
AAINOLTA 

CF900 

COWER/PRINTER 


The  laptop  freed  you  from  your  office. 
Now  weVe  about  to  free  you  from  your  laptop. 


It's  Windows"  in  the  palm  of  your 
hand.  Incredible,  isn't  it,  the  kind  of 
mobility  the  new  Velo  gives  you. 
Whether  you're  writing  a  brief  on  a 
plane  or  sending  e-mail  from  a  hotel 
room,  it's  never  been  easier  to  carry 
your  work  around. 

The  Velo  has  a  built-in  modem  as 
well  as  Windows  CE  pocket  versions  of  Word,  Excel  and  Internet 
Explorer  And  check  this  out:  it  even  lets  you  record  voice 
memos.  It  weighs  less  than  a  pound,  but  does  a  ton  of  work. 
Call  l-888-FOR-VELO  or  visit  our  Web  site  at  www.velol.com. 
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1997  Philips  Electronics  North  America  Cor 
M.cfosQir  Velo  is  a  registered  trademark  of  Philips  Electronics.  All  other  tic 
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Windows*CE 


'ashington  Outlook 


ED  BY  OWEN  ULLMANN 


\H  THE  NEW  CHIEF  OF  STAFF 
EEP  CLINTON  IN  THE  CENTER? 


rhy  would  a  millionaire  entrepreneur  from  North  Car- 
olina retiuTi  to  Washington  as  Chief  of  Staff  to  a  Pres- 
ident who  may  spend  his  second  temi  mired  in  scan- 
Erskine  B.  Bowles's  answer  to  a  group  of  moderate 
;e  Republicans  was  not  what  they  expected  from  a 
ocrat.  "He  really  wants  to  achieve  a  balanced  budget," 
Representative  Fred  Upton  (R-Mich.). 
iwles  is  known  as  the  Lord  of  Discipline — the  first  person 
it  Bill  Clinton  on  a  schedule.  Now,  the  ventui'e  capitalist 
ring  to  turn  centrist  campaign  promises  into  an  agenda 
meets  "the  challenges  of  a  21st  century  with  more  hm- 
resources."  His  priorities  sound  like 
orate  America's  wish  list:  expanding 
rts,  investing  in  technology,  reform- 
ducation,  and  improving  job  training. 
•  reflect  the  New  Democrat  side  of 
on,  who  at  times  seems  enamored  of 
:ovemment  activism  favored  by  tradi- 
1  liberals.  Bowles's  influence  may  keep 
on  anchored  in  the  center. 
Clinton's  first  Small  Business  Ad- 
tration  boss,  Bowles  devised  a  plan 
processed  twice  the  loans  with  25% 
'  staffers.  Two  years  ago,  he  became 
5  House  deputy  chief  of  staff  to  bring 
to  an  often  chaotic  crew,  but  he  left 
ear  to  form  Carousel  Capital  Partners 
merchant  bank  based  in  Charlotte,  N.  C.  It  took  CHn- 
personal  appeal  for  Bowles  to  return  as  staff  chief. 
1-PAGE  MEMOS.  The  51-year-old  Tarheel  is  quickly  taking 
e.  He's  increasing  accountability  by  making  managers  ex- 
their  duties,  stressing  teamwork,  and  putting  an  end  to 
ge  policy  tomes  to  the  President.  The  new  limit:  crisp 
-page  memos.  He  also  is  reshaping  Clinton's  staff  with 
3  more  skilled  in  management  or  policy  than  politics. 
Chiefs  of  Staff  wield  great  power  through  their  prox- 
to  the  President  and  control  of  access  to  the  Oval  Office. 


BOWLES:  Reaching  out  to  the  GOP 


But  the  President's  close  friendship  makes  Bowles  paiticularly 
imposing  in  the  White  House.  Taming  the  lions  on  Capitol  Hill 
will  be  a  gi-eater  challenge.  To  make  up  for  his  limited  polit- 
ical experience,  Bowles  will  rely  on  new  deputy  John  D. 
Podesta,  a  veteran  Democratic  insider;  congi'essional  liaison 
John  Hilley,  a  foi-mer  Senate  staffer;  and  a  bipartisan  cadre  of 
savvy  private  lobbyists. 

One  big  change:  Bowles  is  reaching  out  to  Hill  Repubhcans 
with  more  relish  than  his  predecessor,  former  Representative 
Leon  E.  Panetta.  Bowles  has  privately  asswed  Senate  Ma- 
jority Leader  Ti-ent  Lott  (R-Miss.)  and  House  Majority  Leader 
Richard  K.  Armey  (R-Tex.)  that  he  truly 
seeks  consensus.  And  gop  leadei-s,  weaiy  of 
Panetta's  partisanship,  are  giving  Bowles 
the  benefit  of  the  doubt.  "I  want  a  straight- 
shooter  instead  of  [someone]  playing  games 
behind  our  backs,"  says  Michigan's  Upton. 
Adds  former  Reagan  Chief  of  Staff  Ken- 
neth M.  Duberstein:  "He's  a  reality  thera- 
l)ist  who  can  convey  the  President's  vWshes 
to  Capitol  Hill  and  convey  [Congress']  un- 
varnished views  to  the  President." 

Still,  (iOP  skeptics  want  action.  Early 
tests  will  come  when  Congi'ess  tackles  is- 
sues such  as  the  1998  budget  and  a  clean- 
air  bill.  "We'll  find  out  quickly  if  he's  a  fast 
learner,"  says  a  Hill  Democrat.  "If  membere 
of  Congi-ess  sense  vulnerability,  they'll  start  dancing  on  him." 

Friends  say  Bowles  won't  be  easily  intimidated.  "This  is  no 
countiy  bumpkin,"  says  former  aide  Rick  Hernandez,  now  ceo 
of  a  Washington-based  computer  services  company.  "He'll  do 
what's  necessary  to  succeed." 

Perhaps.  But  in  recent  years,  the  Chief  of  Staff  job  has 
chewed  up  other  able  businessmen.  Bowles  is  hoping  that  a 
good  start  and  goodvdll  on  Capitol  Hill  will  allow  this  busi- 
nessman to  survive  in  a  job  tailor-made  for  a  pohtician. 

By  Richard  S.  Dunham 


APITALWRAPUP 


IINESS  FOOD  FIGHT 

luse  Republican  leaders  already 
their  hands  full  with  Speaker 
'■t  Gingrich's  ethics  woes.  Now 
have  enraged  some  top  CEOs.  On 
9,  Gingrich  &  Co.  hosted  a  dinner 
apitol  Hill  for  20  corporate  heads 
?Hver  a  pointed  message:  Big 
ness  gives  too  much  cash  to  Hill 
lOcrats.  But  what  gop  leaders 
!  serving  didn't  go  down  well  with 
ixecs.  "Everybody  was  pretty 
yed,"  says  one  ceo.  "They  [the 
s]  resented  being  there." 


The  dinner  was  supposed  to  settle  a 
feud  triggered  by  postelection  grum- 
blings by  departing  Republican  Nation- 
al Committee  Chairman  Haley  Bar- 
bour. He  complained  that  members  of 
the  Business  Roundtable  (brt),  which 
represents  200  U.  S.  corporations, 
should  give  less  to  Democrats.  For  the 
'96  election,  corporate  political  action 
committees  gave  congressional  Repub- 
hcans $2  on  average  for  every  $1  given 
to  Democrats.  So  many  CEOs  were  of- 
fended that  the  gop  wanted  even  more; 
less  than  half  of  50  execs  invited  to  the 
dinner  accepted.  Guests  included  CEOs 


from  AT&T,  Tenneco,  AUiedSignal,  and 
Caterpillar.  No  companies  whose  pac 
gave  ,mostly  to  Dems — such  as  MCi 
and  United  Airhnes — showed. 

Barbour  puts  a  positive  spin  on  the 
dinner.  "The  meeting  was  beneficial, 
and  the  exchange  of  information  will 
prove  to  be  productive."  But  that's  a 
minority  view.  "It  was  a  rather  clumsy 
and  inept  way  to  increase  support 
from  the  BPvT,"  says  one  lobbyist.  Some 
Hill  Republicans  agree,  saying  such 
tactics  won't  change  CEOs'  practice  of 
filling  both  parties'  coffers. 

By  Oiven  Ullmann 
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HOW 


FAST 


ARE  YOU  GOING? 


Are  you  keeping  tip? 


Or  falling  behind? 


Have  you  checked  your  speed  lately 


Are  you  even  moving: 


Or  lingering  in  neutral? 


Today,  technology 


is  moving  things  forward 


fast. 


Maybe  it's  time  to  punch  it. 
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International  Business 


SOUTH  KOREA 


WHY  SEOUL 
IS  SEETHING 


Koreans  want 
the  mismanaged 
chaebol  to  share 
the  economic  pain 

They  looked  so  out  of  place,  with 
their  consei-vative  suits  and  smart 
haircuts.  But  there  they  were, 
masses  of  Seoul's  bank  clerks  and 
middle  managers,  braving  freezing  tem- 
peratures to  march  alongside  hardened 
factoiy  hands  and  voice  their  outrage  at 
a  new  labor  law.  The  squadi'ons  of  riot 
police,  packed  in  semed  ranks  behind 
menacing  shields,  made  no  exceptions 
for  these  white-collars.  They  lobbed  the 
same  tear  gas  at  clerks  and  managers 
that  they  used  against  the  workers  who 
have  been  marching  by  the  hundreds  of 
thousands  in  Seoul  since  late  December. 

Ritual  clashes  between  police  and 
workers  are  nothing  new  in  Korea.  But 
the  participation  of  middle-class  pro- 
testers clearly  shows  something  new  is 
afoot.  There's  a  new 
anger  to  the  protests, 
anger  at  a  just  passed 
law  that  makes  layoffs 
possible,  a  law  many 
Koreans  see  as  a  sign 
of  a  return  to  the  bad 
old  authoritarian  days. 
But  be.sides  anger, 
there's  fear.  The  pro- 
testers sense  that  Ko- 
rea's economy  and  so- 

FUMBLE 

President  Kim 
rammed  through  a 
labor  law  to  drive 
down  costs.  That 
set  off  a  firestorm 


ciety  are  changing  so  rapidly  that  many 
cherished  parts  of  life — including  life- 
time employment  and  steadily  rising 
wages — will  die  out.  The  result  is  a 
wave  of  strikes  at  dozens  of  plants  that 
have  cost  the  economy  billions  in  lost 
production. 

The  profound  crisis  highlights  the 
strategic  missteps  of  Seoul's  policymak- 
ers and  the  giant  corporations  known 
as  the  chaebol.  South  Korea  became  one 
of  Asia's  di-agons  through  a  heavily  reg- 
ulated, export-driven  model  that  insu- 
lated the  chaebol  from  serious  competi- 
tion in  their  home  market.  Workers  had 
few  rights,  but  they  got  lifetime  jobs 
and  good  raises. 

MIRACLE  TO  MALAISE.  Now  that  mer- 
cantilist model  is  turning  the  Korean 
Miracle  into  the  Korean  Malaise.  Costs 
are  threatening  the  competitiveness  of 
the  chaebol — which  are  borrowing  mas- 
sively to  conquer  overseas  markets. 
Yet  margins  are  low  in  businesses  as 
diverse  as  autos  and  semiconductors. 
And  Korea's  Asian  competitors  are 
muscling  into  the  same  turf.  The  chae- 
bol can  no  longer  afford  the  price  of  so- 
cial peace — high  wages  at  home. 

The  government's 
latest  effort  was  a 
badly  fumbled  at- 
tempt to  provide  re- 
lief to  Korean  busi- 
ness by  driving  down 
labor  costs.  The  law 
was  rammed  through 
parliament  by  Presi- 
dent Kim  Young 
Sam's  party  on  Dec. 
26,  without  opposition 
members  present.  The 
legislation  makes  it 
easier  to  fire  employ- 
ees and  hire  part-time 
workers,  yet  it  keeps 
new  unions  illegal  un- 
til 2000. 

Even  before  the 
protests,  problems 


were  piling  up  ni  Korea.  The  Ko'i 
stock  market  has  been  in  a  free^ 
plummeting  26%  last  year  What's  r'a  ■ 
the  weak  Japanese  yen  and  oyer' 
price  declines  have  combined  to  * 
prices  on  Korea's  key  exports — meiP 
chips,  steel,  and  petrochemicals.  El'- 
ings  have  plunged,  and  export  gnr 
has  slowed,  rocketing  the  cur^ 
account  deficit  to  $23  billion  last  ye;' 
a  lofty  4.7%  of  gross  domestic  pro: 
"We  have  to  build  a  new  economic 
el,"  Deputy  Piime  Minister  and  Flip  " 
Minister  Han  Seung  Soo  told  BUSI^^' 
WEEK.  Korea's  growth,  which  slowr' 
6.8%  in  1996  from  a  toirid  9.0%  in  ' 
may  slide  to  6.2%-  this  year 

With  Korean  unemployment  bei^; ' 
in  their  infancy,  workers  feel  the# 
be  forced  to  bear  all  the  pain  of  ret 
Their  rage  is  partly  justified, 
doesn't  change  the  fact  that  costp- ^ 
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PRESSURE  POINTS 

KOREA'S  GDP  GROWTH 
IS  STARTING  TO  SLOW... 


GROSS  DOMESTIC 
PRODUCT 


.ITS  TRADE  DEFICIT 
IS  BALLOONING... 


'92  '93  '94  '95  '96EST, 
▲  BILLIONS  OF  DOLLARS  '  'INCLUDING  SERVICES 

...AND  ITS  WAGES  ARE  RISING 
FASTER  THAN  PRODUCTIVITY 


PRODUCTIVITY  GAINS 


f  control  in  Korea. 

vages  rose  an  annual 

?e  of  8.2%  in  the 

3  through  1995,  far 

ipping  productivity 

which  averaged  6.5%. 

le  the  chaebol  want 

D  costs  at  home,  they 

0  shifting  investment 
The  top  foui'  chae- 

iyundai,  Samsung,  lg, 

aewoo — have  been  investing  bil- 

ii  the  U.  S.,  Europe,  Asia,  and  the 

viet  bloc.  Little  wonder.  Even  ad- 
countries  such  as  Britain  offer 

iictui'ing  wages  up  to  30%  lower 

i^orea.  The  average  consumer- 

inics  factoiy  worker  makes  $6.94 

ir  in  Bntain,  compared  with  $9.99 
ia. 

-ing  assets  will  not  solve  all  the 
'  I's  self-created  problems.  These 


A  NEW  ANGER 

The  unrest  has 
spread  from 
workers  to  a  middle 
class  furious  about 
legislation  that 
permits  layoffs 


family-owned  and  -managed 
gi'oups  are  famous  for  their 
autos,  electronics,  and  other 
capital-intensive  businesses. 
Yet  they  have  diversified 
into  unrelated  fields  as  far- 
flung  as  fertilizer  and  restau- 
rants, undei'mining  their 
ability  to  compete  in  key  in- 
dustries. Chaebol  profits  re- 
main dangerously  dependent 
on  products  subject  to  volatile  price 
trends.  The  result  of  diversification  has 
been  overcapacity,  declining  profit  mar- 
gins, and  growing  dependence  on  de- 
veloping markets.  "The  question  is,  will 
we  go  bankiTipt  or  find  a  solution?"  says 
Lee  Keunmo  of  IN<;  Barings  Ltd. 

Previous  attempts  by  President  Kim 
to  use  tax  cuts  and  other  incentives  to 
force  the  sprawling  chaebol  to  concen- 
trate on  core  products  have  been  to  Ut- 


'92       '93        '94        '95  '96 
▲  PERCENT  ESI 
DATA;  DRI/McGRAW-HILL 

tie  avail.  The  chaebol  have  only  gotten 
bigger  Sales  by  the  top  four  conglom- 
erates account  for  about  80%  of  Korea's 
(JDP  and  half  of  total  exports.  Affiliated 
companies  of  the  top  30  chaebol  grew 
fi-om  623  in  1995  to  669  in  1996. 
WILD  EXPANSION.  Some  ciiaebol  ai-e  try- 
ing to  slam  the  brakes  on  expansion. 
Samsung  Gi'oup  was  hit  badly  when 
prices  for  16-megabit  dynamic  random-ac- 
cess memory  chips  (drams)  collapsed 
from  $80  at  the  end  of  1995  to  about  $10 
now — ^just  about  the  break-even  point. 
Now,  says  Jee  Setmg  Lim,  senior  man- 
aging director  for  strategic  jilanning, 
Samsung  plans  to  halt  production  of  29 
products,  such  as  constmction  equipment, 
and  stick  with  things  like  semiconduc- 
tors. "We  will  concentrate  on  a  few  se- 
lected products  in  which  we  can  enjoy 
monopolistic  market  share,"  he  says. 
Many  of  Korea's  problems  are  similar 
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world's  largest  computer 
maker  is  you-know-who.  And 
1^      now  you  know  who  number  two  is,  too. 

That's  right,  Fujitsu. cP We're  a  global  maker 
of  everything  from  tablet,  notebook  and  desktop 
'Cs  to  workstations,  servers,  supercomputers  and 
)ftware.cPWe  also  make  a  full  line  of  computer 
ripherals  including  high  capacity  disk  drives, 
3gneto-optical  removable  storage,  tape  cartridge 
ck-up  systems,  high  volume  document  scanners 
d  workhorse  printers. <>) Why  are  we  telling  you  this? 
ecause  we  fully  expect  you'll  be  seeing  more 
md  more  of  our  products  in  your  business 
And  when  you  do,  we  don't  want  you  to 
wonder,  "Fujitsu  who?"  To  learn  more 
about  Fujitsu  computer  products, 
k     please  see  us  on  the  Web  at 
www.fujitsu.com.  ?^ 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


International  Business 


to  Japan's.  But  unlike  its  neighbor,  it 
lacks  Japan's  huge  domestic  market  and 
technological  strengths.  Instead  of  being 
cash-i-ich,  Korean  coipoi-ations  ai-e  liighly 
indebted,  with  an  average  debt-to-equity 
ratio  in  excess  of  200%.  ""Without  massive 
restructuring,  Korea  will  be  the  most 
vulnerable  Asian  economy  to  the  global 
deflationary  trend  of  the  1990s,"  said 
Rhee  Namuh,  director  of  research  at 
Dongbang  Peregrine  Secuiities  Ltd. 

The  government  has  taken  a  few 
steps  to  address  the  problems.  In  addi- 
tion to  the  labor  law,  Kim  Young  Sam 
plans  an  advisoiy  committee  on  financial 
reform.  But  with  a  presidential  election 
in  December,  prospects  for  big  changes 
this  year  are  slim.  Economists  fear  po- 
litical concerns  will  have  the  govern- 
ment reverting  to  old  tncks,  intei-vening 
in  the  stock  market  and  knocking  down 
interest  rates.  These  moves  would  stoke 
inflation,  projected  at  4.8%  this  year. 
"Political  considerations  will  make  things 
worse.  Then  we'll  need  a  bigger  adjust- 
ment in  the  future,"  says  Kang  Ho 
Sang,  professor  of  international  busi- 
ness at  Sogang  University  in  Seoul. 
MORE  KICKBACKS.  Only  full  financial 
deregulation  will  root  out  red  tape  and 
cronyism  and  instill  a  new  competitive 
attitude.  Here  again,  the  political  chal- 
lenge is  daunting.  Korea's  Finance  Min- 
istry is  a  powerftil  institution  staffed  by 
cai'eer  employees  loath  to  smi-endei'  theii- 
power  to  market  forces.  "We  need  dras- 
tic refoirn,  but  lower-level  officials  want 
to  monopolize  the  process,"  says  Finance 
Minister  Han.  Few  Korean  bureaucrats 
have  the  expertise  to  monitor  sophisti- 
cated financial  markets.  A  siu-vey  by  Ko- 
I'ea's  leading  newspaper  found  that  80%. 
of  119  foj'eign  executives  cited  biu'eau- 
crats  as  the  biggest  barrier  to  doing 
business  in  Korea.  "As  long  as  the  red 
tape  remains,  corruption  will  pei'sist," 
says  the  manager  of  a  small  venture- 
capital  fiiTn.  "The  kickbacks  that  some 
biu'eaucrats  demand  have  only  gone  up." 

Korea's  gi-owth  will  grind  inexor-ably 
lower  unless  the  formula  is  fundamen- 
tally changed.  Pr-esident  Kim,  and  who- 
ever- succeeds  him,  will  have  to  for-m  a 
national  consensus  if  Kor-eans  ar-e  to  go 
for'ward  together'.  "We  ar-e  ready  to 
buckle  downi  and  wor-k  har'dei-,  but  man- 
agement must  also  face  reality,"  says 
Kim  Doo  Ran,  an  electrical-parts  wor-k- 
er  in  the  port  city  of  Inchon.  The  strik- 
er's have  shown  that  authoritarian 
moves  are  the  wrong  way  to  overhaul 
the  economic  system.  Now,  all  Korea 
must  accept  the  opportunities  and  chal- 
lenges of  free  mar'kets  and  free  i3ohtics. 

Bif  Sieven  V.  Briill  ami  Catherine 
Keumhijua  Lee  in  Seoul 


EUROPE 


GARDE, 
TRANSATLANTIC  CALLERS 

A  French  tax  on  "callback"  services  draws  howls  of  outrage 


Stephen  Berkowitz  won't  be  calling 
his  par-ents  in  New-  Yor-k  as  often. 
Tire  Paris  r-e.sident  had  been  using  a 
U.  S.-based  callback  service  instead  of 
France  Telecom  long  distance.  Berko- 
witz would  dial  his  folks,  hang  up  after 
one  ring,  and  the  service  would  call  back 
with  a  U.  S.  dial  tone  and  char-ge  U.  S. 
r*ates,  about  half  of 
France's.  Begin- 
ning this  month, 
however,  the 
French  govern- 
ment plans  to  im- 
pose a  20.6%  val- 
ue-added tax  on 
such  services.  Al- 
though a  five- 
minute  tr'ansat- 
lantic  callback  call 
now  will  cost 
Ber-kowitz  .$2.43, 
vs.  .$4.20  using 
Fr-ance  Telecom, 
he  is  angry. 
"Europe's  con- 
sumers are  being 
abused,"  he  says. 

With  the  VAT, 
the  Fr'ench  ar-e 
trying  to  r'aise  badly  need- 
ed revenue  and  jjrotect 
their  state-owned  phone 
monopoly  before  Eur-ope- 
wide  telecom  der-egulation 
kicks  in  next  year.  The 
tax  will  also  support 
str-uggling  Internet  pro- 
viders. But  critics  fear'  it'll 


The  VAT  is  a 
last-ditch  effort 
to  protect  state 
monopolies 

spawn  a  black  mar-ket  in  rjY'iAr  f(\ 

phone  services  and  re-  Jt^ 

deregulation 


quir'e  Big  Brother  i 
for-cement  tactics. 
BANNED  IN  SINGAPORE.  De- 
spite the  risks,  other'  Eur'opean  gover'n- 
ments  back  the  tax  initiative.  Germany 
plans  to  impose  its  1-5%.  vat  on  for-eign 
callback  services.  On  Jan.  22,  the  Eur*o- 
pean  Commission  is  expected  to  pr-opose 
legislation  letting  its  15  members  follow 
suit.  Since  customers  who  use  Eur'opean 
operators  ah'eady  pay  a  VAT  aver-aging 
20%s  says  an  EC  official,  "we  ar-e  just 
creating  a  level  playing  field."  France 
alone  could  take  in  an  estimated  $40 
million  annually  fr'om  the  new  tax. 


Pioneered  by  small  startups  in 
eariy  '90s,  callback  has  gone  mainstre 
Even  giant  AT&T  has  launched  the 
vice.  Callback  has  made  such  inroad 
Asia  that  several  countries,  inclu( 
Singapore,  have  banned  it.  Total 
enues  ar-e  hard  to  gauge  because  r 
player-s  are  private,  but  C.  Holland  ' 
or',  presiden 
I'SA  Global  L 
based  in  F 
field,  Iowa 
his  sales  r'o.s| 
.$240  millioi  = 
1996  from 
million  in  1',):, 
Collecting  b 
lax  will 
tricky.  Some 
back  opera] 
say  they'll  ai 
to  custom 
hills,  but  it'g» 
clear   how  it 
i-'rench  wilki 
after  othB 
felecommup 
tions  MiniU^' 
Francois  F| 
says  that 
ment  of  vat  will  be 
on  a  voluntary 
tion."  Other-wise,  Eurc&' 
officials  may  need  to  (jgfci 
r'ecor-ds  sui-r-eptitiouslii 
The  new  r-ules  (bS' 
also  create  a  black  mtj* 
Pr-edicts  David  Chijrb 
lawyer  at  Weil,  Gotsljln 
Manges  in  Br-ussels: 
could  see  providers  iQ^ 
ing  offshor-e  to  Caril:|efc 
islands,  doing  busineijf- 
a  few  months,  then  m|Tli 
a  couple  of  hundr-ed  yar-ds  dowiitl' 
road — all  to  avoid  the  vat."  ; 

Ultimately,  the  tax  is  just  buyin;'F 
r-ope's  telecom  behemoths  a  little 
before  open  competition  hits.  Df 
lation  will  quickly  bring  dowii  the 
bitant  costs  of  telephoning  in  Ei 
But  in  the  meantime,  Eur-ope's  ti 
strapped  governments  probabl.\ 
squeeze  the  consumer  even  hardf 
By  WiUiatn  Eehikson  in  Bin 
with  Marsha  Johnston  in  Pans 
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POSTER  BLITZ: 

A  $22  inillioii 
ad  campa  ign  ? 


TAIN 


MMY 

IE  SPOILER? 

Ismith  may  weaken  the  Tories  and  tip  the  balance  to  Labor 


1  Jan.  12,  a  few  dozen  followers  of 
egendary  corporate  raider  Sir 
fames  M.  Goldsmith  gathered  on 
dswept  London  sidewalk.  Someone 
i  the  drapes  fi"om  a  huge  billboard 
needled  Britain's  Prime  Minister: 
'  can't  we  have  a  proper  referen- 
011  Europe,  Mr.  Major?"  A  cheer 
up  from  the  crowd.  With  that, 
leferendum  Party's  general  elec- 
!ampaign  against  the  British  Es- 
hment  got  under  way. 
3  lanky  Jimmy  Goldsmith  wasn't 
ing  out  in  the  cold  that  Saturday 
icon,  but  the  2-year-old  Referen- 
i  Party  reflects  his  own  vision.  He 
j  ed  the  party  for  the  explicit  pur- 
j  )f  demanding  a  comprehensive  ref- 
um  on  Britain's  role  in  Europe. 
I  mith,  63,  is  using  his  hefty  per- 
il banki'oll,  said  to  be  in  the  billion- 
•j  range,  to  get  out  his  message: 
I  ^Is  bui-eaucrats  ai-e  stealing  British 
!,  iignty,  and  British  politicians  don't 
I  che  backbone  to  stop  them.  Gold- 
'  says  he  will  dissolve  the  party 
''  I  referendum  has  been  held. 
»  NG  THINGS  UP.  While  Goldsmith 
kely  to  scoi-e  well  in  the  general 
'  Ml,  which  must  be  held  no  later 
■lay,  he  is  shaking  up  the  clubby 
I  if  British  politics.  By  fueling 


British  resentment  of  the  European 
Union,  he  is  making  it  difficult  for 
either  John  Majoi''s  Conservative  Party 
or  the  Labor  Party  opposition  to  back 
British  participation  in  the  European 
monetary  union  scheduled  for  1999. 

Goldsmith,  who 
has  pledged  $38 
million,  is  intro- 
ducing money  as 
a  poHtical  weapon, 
just  as  Ross  Perot 
did  in  the  U.  S. 
in  1992. 

The  recently 

EUROSKEPTiC: 

The  message  of 
Goldsmith's  party:  The  EU  will 
steal  Britain's  sovereignty  and 
lead  to  German  domination 


unveiled  billboards  are  part  of  a 
reported  $22  million  advertising- 
blitz.  In  British  politics,  that's  big 
money.  Leaked  documents  supplied  by 
the  Labor  Party  show  the  Conserva- 
tives intend  to  spend  $17  million.  Ste- 


fano  Hatfield,  editor  of 
London's  Campaign 
magazine,  doubts  that 
Labor  will  spend  more 
than  about  $8.5  million. 

What  is  Goldsmith  going  to  get  for 
his  money?  Not  much  in  traditional 
terms.  Simon  N.  Braunholtz,  political 
research  director  of  pollsters  MOPa,  es- 
timates that  Referendum  will  score  up 
to  2%  of  the  vote.  The  party  probably 
won't  win  any  parliamentary  seats,  he 
says,  not  even  in  the  London  suburb 
of  Putney,  where  Goldsmith  is  running. 

But  winning  seats  may  not  be  Gold- 
smith's goal.  He  seems  to  be  interested 
in  playing  a  spoiler's  role  by  stoking 
the  Tory  backbench  rebellion  against 
Major  over  Europe.  Goldsmith's  main 
threat  for  the  Tories  is  that  he  might 
win  enough  votes  to  cost  them  close 
races,  tipping  the  balance  toward  Labor 
Referendum  plans  to  challenge  any  mp 
who  doesn't  support  a  referendum  on 
Britain's  role  in  Europe. 
RUBBER  STAMPS.  Goldsmith's  attacks 
have  the  Tories  worried.  To  neutralize 
the  billionaire.  Major  promised  last 
year  to  hold  a  I'eferendum  if  the  gov- 
ernment decides  to  join  the  European 
currency  union.  Labor  also  says  it 
will  hold  such  a  vote.  But  the  Refer- 
endum Party  argues  that  these 
votes  would  be  mere  rubber  stamps  of 
official  policy.  Recently,  the  party's  at- 
tacks on  Major  have  become  more  per- 
sonal. One  newspaper  ad  derided  him 
as  "impotent." 

This  is  just  one  example  of  a  rough, 
even  ugly  side  to  Goldsmith's  politics. 
Goldsmith  also  tends  to  indulge  in 
knee-jerk  anti-Germanism.  The  EU,  he 
warns,  is  a  disguised  plan  for  German 
dominance  of  Europe.  French  civil  ser- 
vants, he  said  in  a  speech  last  fall, 
"are  arrogant  enough  to  believe  that 
by  collaborating  with  Germany  they 
will  become  co-masters  of  Europe. 
They  are  just  being  used." 

Such  talk  may  ap- 
peal to  some  Britons 
but  probably  de- 
tracts from  Gold- 
smith's overall  credi- 
bility. Of  course,  the 
real  test  will  be  the 
election.  If  Referen- 
dum flops.  Goldsmith 
risks  being  dismissed 
as  a  rich  paper  tiger. 
But  if  he  does  better  than  expected, 
he  could  become  a  more  serious  political 
figure,  rather  than  a  slightly  eccentric 
one  with  money. 

By  Stanley  Reed,  ■with  Heidi 
Dawley,  in  London 
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He  listens  for  a  living.. 

Mr.  Don  Was.  Winner,  1 995  Grammy 
for  Producer  of  the  Year.  Here,  he 

listens  to  his  new  favorite  band 
Orquestra  Was  on  JBL  Pro  Premium 
speakers  and  subwoofer,  port  of  his 
Compaq  Presario  8712  personal 
computer  (which  he  also  uses 
to  fine-tone  his  liner  notes). 


I  I'cirrnaii  J nternationa I 


STt  hall  Arena  Stage  Movie  theafer  Nighfclu^^^ 
you  byJBL,  Harmon  Kardon  and  Infinity-the  brands  of  Harmon  InternaHond.  www.harmon  com 


International  Business 


HONG  KONG 


A  MAD  STAMPEDE 
-FOR  REAL  ESTATE 

Housing  prices  are  soaring,  despite  the  coming  handover 


With  less  than  six  months  until 
Hong  Kong  reverts  to  Chinese 
control,  one  might  expect  in- 
vestors to  be  heading  for  the  exits.  In- 
stead, they're  flocking  to  real  estate  bro- 
kers. A  new  apartment  development 
went  on  the  market  in  early  January — 
and  27,000  people  lined  up  to  vie  for 
1,600  flats.  In  November,  a  single-family 
house  on  prestigious  Victoria  Peak  sold 
for  a  record  $70  miUion. 

Behind  the  speculative  frenzy  is  an 


No 
Vacancy 

•  Hong  Kong's  population 
has  swollen  to  6.3  million, 
a  level  not  expected  until 
2010,  while  developers 
have  been  slow  to  add 
housing 

•  Rich  residents  are  staying 
put — contrary  to  predic- 
tions that  many  would 
leave  prior  to  the  handover 
to  Beijing 

•  Speculators  in  Hong 
Kong,  as  well  as  from  Chi- 
na and  Southeast  Asia,  are 
snapping  up  luxury  apart- 
ments, expecting  that 
prices — up  30%  last  year — 
will  go  even  higher 

DATA  BUSINESS  WEEK 


economic  fact  of  life  that  is  unlikely  to 
change  this  July:  Hong  Kong's  scarcity 
of  good  hou.sing  is  getting  worse.  In  the 
past  decade,  the  population  has  surged 
by  16%,  to  6.3  miUion,  a  level  govern- 
ment planners  hadn't  expected  the  ter- 
litoiy  to  reach  till  2010.  Developers  also 
underestimated  demand  and  have  been 
slow  to  release  new  housing.  As  a  result, 
Salomon  Brothers  Hong  Kong  Ltd.  esti- 
mates, property  prices  rose  an  average 
309r  last  year  and  are  passing  the  pi'e- 
vious  peak  levels  of  1994,  making  Hong 
Kong  residential  property  the  world's 
most  expensive.  The  market's  strength 


was  also  reflected  in  the  34.5%  rise  in 
1996  of  the  Hang  Seng  Index,  which  is 
dominated  by  pi'opeity  companies. 

Coming  so  close  to  the  handover,  the 
property  boom  amounts  to  a  resounding 
vote  of  confidence  in  Hong  Kong's  eco- 
nomic futm-e.  Wliile  there  are  legitimate 
fears  that  Beijing  will  trample  Hong 
Kong's  political  freedoms,  investors  are 
betting  it  will  remain  a  thiiving  financial 
and  trading  hub  for  Greater  China.  The 
boom  also  indicates  that  while  most 


TOWERING  COST:  Flats  for  $ 

6.6  million  | 

well-to-do  Hong  Kong  I'esidents  have 
secured  foreign  passports  just  in  case, 
for  now  they  plan  to  stay  put:  Tliere  ai'e 
few  better  places  to  make  money. 

Even  so,  there  is  concern  that  the 
market  is  overheating.  In  addition  to 
locals  who  simply  want  to  move  into 
better  apaitments,  speculator's  from  Chi- 
na, Indonesia,  and  Singapore  are  also 
getting  into  the  action.  A  four-bedroom 
apartment  in  the  stylish  Dynasty  Court 
complex  in  Hong  Kong's  Mid-Levels  dis- 
trict recently  sold  for  $6.6  million. 

There's  even  a  feverish  trade  in  the 
right  to  stand  in  line.  One  prospective 


buyer  is  rumored  to  have  paid  a  st; 
gering  $776,000  in  December  merely 
a  ticket  that  entitled  him  to  get  fi 
pick  at  a  swank  new  complex  on  He 
Kong  Island's  picturesque  south( 
coast,  where  houses  fetch  up  to  $10  r 
lion.  Says  Salomon  property  anal. 
Michael  Green:  "We've  never  seen  a 
thing  like  that  before." 
JITTERS.  The  rush  is  making  finani 
regulators  nei-vous.  For  one  thing,  th 
are  signs  that  speculation  is  spread 
fi'om  luxury  fiats  to  less  expensive  pi 
erty,  putting  home  ownership  furt: 
out  of  reach  for  the  middle  class.  Wh 
more,  the  market  is  vulnerable 
swings  in  U.S.  interest  rates,  since  . 
local  currency  is  pegged  to  the  Am  : 
can  dollar.  Mortgages  at  Hongkong  ^ 
Shanghai  Banking  Corp.  have  dropi^ 
as  much  as  150  basis  points  in  the 
year,  to  8.25%,  largely  because  of  i 
fall  in  U.  S.  rates.  A  sharp  hike  in  I; 
rates,  therefore,  could  clobber  Hi; 
Kong's  property  market.  Regulair 
worry  that  the  banks'  reliance  on  pip 
erty  loans  for  more  than  40%  of 
portfolios  makes  them  vulnei-able  to  v 
big  downturn.  So  they  ar-e  m-ging  bfk 
to  be  cautious  about  new  mortgage^ 

There  are  political  perils  as  well,  hi 
big  wony  is  that  the  bubble  vAW  b's 
just  as  Beijing  takes  over,  triggerii  . 
broader  loss  of  confidence.  Both  Goveio 
Clii-is  Patten  and  C.  H.  Hing,  who  i  b 
become  Hong  Kong's  chief  executiv  e! 
July  1,  have  tried  to  cool  the  markebi 
publicly  warTiing  that  prices  are  rinf 
too  rapidly.  Officials  also  hint  they  cJf 
hit  speculator's  with  a  16.5%  profit  tc. 

But  such  short-term  measur-es  caic 
r-esolve  the  gap  between  supply  ancle 
mand.  Tlie  colonial  govermnent  was  nn 
concerned  about  a  possible  meltdAn 
than  a  boom,  so  it  made  little  newJit 
available  for  residential  developninl 
Pr-operty  companies,  who  wanted  to  '.ei 
prices  high,  have  put  fewer  than  3ltKK 
new  units  on  the  market  annualbfot 
the  past  decade,  and  just  19,000  in  (9^) 
a  22-year  low.  David  Faulkner;  a  pajifii 
in  pi'operty  consultancy  Br'ooke  Hiiei 
Parker,  estimates  Hong  Kong  nadt 
35,000  new  units  annually.  One  mor 
officials  have  hesitated  to  incr'ease  sipl.'r' 
he  contends,  is  that  "they  haven'tun- 
derstood  the  problem"  of  scarcity. 

Such  policies  may  change  aftertht 
handover.  Tung  says  he  wants  tokee 
up  more  residential  land.  But  it  W!  be 
several  years  before  that  translateifnto 
more  aj^artments.  As  a  result,  pro;!rt.v 
prices  could  prove  to  be  as  big  a  jjliti- 
cal  headache  as  pro-democracy  actists 
in  the  first  year's  of  Chinese  rule,  i 
By  Mark  L.  Clifford  in  Hong  'mn 
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/thing  in  Microsoft  Office  97  is  designed  to  make  everything  you  do  smarter,  faster  and  easier.  Like 
■al  language  formulas  in  Microsoft  Excel.  They  let  you  create  a  formula  for  your  spreadsheet  using  plain- 
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3stions.  You  can  even  type  in  a  specific  question  and  be  taken  step  by  step  through  the  answer, 
mart.  It's  fast.  And  it's  easy.  And  it's  all  part  of  a  magnificent  plan  to  help  you  do  more  and  work  less. 
5  97  is  a  new  idea.  Everything  is  connected.  And  you  are  connected  to  everything. 
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WE  RED  STAR  OF  CHINA'S 
SONOMIC  CZAR  IS  RISING 


hinese  state-company  managers  listened  glum-faced  as 
Vice-Premier  Zhu  Rongji  lambasted  them  on  TV  recent- 
ly. The  68-year-old  economic  czar  bluntly  told  them  they 
ed  to  slash  bloated  workforces,  manage  more  effectively 
Irum  up  profitable  new  products.  It  was  classic  Zhu.  "In 
eting,"  says  a  Beijing  economist,  "Zhu  blames  eveiyone." 
lu's  abrasive  style  hasn't  earned  him  many  friends.  But 
results  he  is  achieving  are  suddenly  making  him  a  hot 
jnder  to  replace  Premier  Li  Peng,  who  is  due  to  step 
1  in  1998.  Financial  and  tax  refoiTns  promoted  by  Zhu  ai'e 
ng  China  to  manage  the  economy  better  and  avoid  the 
itating  boom-or-bust  cycles  that 
:ed  it  in  recent  years.  Annua! 
th  is  now  a  more  sustainable  9.7'  < 
?r  than  the  sizzling  13%  of  1998. 
inflation  has  tumbled  to  single 
s  from  a  peak  of  nearly  22%  in 
,  while  central  government  tax 
lues  have  soared  to  record  lev 
^hu,  says  conservative  economist 
^gang  of  the  Chinese  Academy 
iences,  "is  the  best  candidate." 
u,  fluent  in  English,  would  help 
e  warmer  ties  with  the  U.  S.  Un- 
Li  Peng,  Zhu  is  not  tainted  by 
vement  in  the  Tiananmen  mas- 
.  As  mayor  of  Shanghai  at  the  time,  he  avoided  violent 
sals  against  protesters.  His  direct  style  appeals  to  for- 
irs.  "[They]  feel  he's  someone  they  can  do  business 
"  says  a  Western  diplomat. 

NG  ARM.  His  position  is  impi'oving  as  refoi'ms  take  hold, 
-hu  has  powerful  detractors.  Anticipating  the  fall  Com- 
;t  Paity  Congi-ess,  some  observers  say.  President  Jiang 
n  is  opposing  the  energetic  Zhu  because  he  doesn't  want 
upstaged  on  the  global  scene.  Jiang  would  prefer-  Vice- 
ier  Wu  Bangguo,  56.  And  the  outgoing  Li  Peng  favors 
Premier  Li  Lanqing,  who  is  in  charge  of  foreign  trade. 


ZHU  RONGJI:  The  next 


Zhu's  detractors  dismiss  his  reputation  as  a  reformer,  see- 
ing him  as  a  heavy-handed  central  planner  Too  often,  say  lo- 
cal critics,  Zhu  resorts  to  strong-arm  methods  such  as  chok- 
ing off  fimding  from  state  agencies  and  banks  rather  than 
letting  the  market  take  its  course. 

All  the  same,  Zhu,  who  was  long  regaixled  as  a  leader  with- 
out a  power  base,  is  gaining  a  solid  backing  among  con- 
stituencies ranging  from  conservative  party  elders  to  tech- 
nocrats. The  eldei-s,  though  no  longer  in  official  posts,  have  clout 
in  key  appointments  because  of  their  revolutionary  creden- 
tials. Many  favor  Zhu,  says  one  analyst,  because  "they  want  to 
maintain  the  monopoly  power  of  the 
[Communist]  Paily,  and  to  do  that  they 
need  healthy  economic  gi'owth." 

Technocrats  hke  his  reforms,  too. 
Although  Zhu  stopped  short  of  forcing 
deadbeat  state  companies  into  bank- 
ruptcy, for  fear  of  social  unrest,  he  is 
trying  to  wean  state  companies  off 
cheap  loans.  Zhu  also  forbade  banks  to 
make  high-risk  loans  in  the  property 
and  stock  mar'kets.  "For  the  fh'st  time, 
someone  said  'no'  to  the  demand  ft'om 
state  enter-prises  for  cheap  credit," 
says  Shan  Li,  Goldman,  Sachs  &  Co. 
executive  director  in  Hong  Kong. 
Zhu  has  also  nur"sed  China's  foreign-exchange  reserves  to 
more  than  $100  bilhon  in  1996,  even  as  its  r'enminbi  cmrency 
strengthened  against  the  LT.  S.  dollar.  "His  contribution  is 
like  [Alexander-]  Hamilton's  in  the  U.  S.,"  says  the  Academy  of 
Science's  Hu.  "Wliat  he  has  done  is  lay  the  infr-astructur-e  for- 
a  moder-n  economy." 

If  Zhu  succeeds  in  becoming  Pr-emier,  it  will  be  lar-gely  on 
mer-it.  His  achievements  are  impr-essive,  but  the  big  question 
is  whether  they  will  win  over  enough  of  his  many  cr-itics. 

By  Joyce  Bariiatimn  in  Hong  Kong  and  Dexter  Roberts  in 
Beijing 


premier: 


GLOBAL  WRAPUP 


■  PRICE  OF  HEBRON  PEACE 

aking  the  Middle  East  peace 
!ess  work — following  the  Jan.  15 
cut  between  Israeli  Prime  Minis- 
Benjamin  Netanyahu  and  Pales- 
m  leader  Yassir  Arafat — will 
lire  a  major  effort  by  the  Clinton 
linistration.  Under  the  1995  Oslo 
peements,  Washington  acted 
ily  as  mediator.  But  the  U.  S.  has 
ged  to  be  a  full  guarantor  of  key 
s  of  the  Hebron  accord,  which 
d  carry  a  steep  price, 
etanyahu  and  Ai-afat  vdll  each  vis- 


it Washington  soon.  Both  vdll  expect  a 
generous  payoff.  The  U.  S.  has  already 
agreed  to  rebuild  Hebron's  Street  of 
Martyrs.  But  the  U.  S.  has  made  other 
promises  set  out  in  confidential  notes 
attached  to  the  accord.  Special  Envoy 
Dennis  B.  Ross  calls  them  a 
"roadmap"  for-  the  region's  future. 

Because  the  Hebr-on  accor-d  would 
have  been  impossible  without  U.  S. 
guarantees,  the  precedent  has  been  set 
for  an  active  American  role  in  broker- 
ing a  deal  between  Israel  and  its  hard- 
line neighbor  Syria.  That  could  set  the 
stage  for  fitction  between  the  White 


House  and  Congress,  especially  if  U.  S. 
troops  ai-e  required  as  peacekeepers. 

Netanyahu  and  Ai'afat  both  emerge 
much  stronger.  The  Israeli  leader  may 
not  be  able  to  win  over  hard-right 
members  of  his  cabinet,  but  signing  off 
on  Hebron  signifies  a  shift  to  the  cen- 
ter. In  Israel's  new  system  of  dir-ect 
elections  for  Prime  Minister,  that  could 
be  cracial  to  Netanyahu's  reelection 
bid  in  2000.  And  Ar'afat's  sophisticated 
negotiating  will  boost  his  domestic 
popularity.  It's  now  the  U.  S.  that 
could  be  in  for  a  tough  time. 

By  John  Rossant  in  Jerusalem 
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STANT  INFRASTRUCTURE 

obal  mobile-phone  providers  will  also  use  their 
stems  to  provide  wireless  phones  to  underserved 
ral  areas  m  countries  such  as  India,  China,  and  ^ 
issia,  where  consumers  typically  have  to  wait  five 
ars  or  longer  to  get  local  phone 
rvice.  Potential  market:  $6  bil-  /^^V 
n.  Lockheed  Martin  and  Asia  Cel-  (lQ]| 
ar  Satellite  Systems  are  racing  to  VjK/ 
velop  regional  satellite  phone  ser- 
e  in  Asia  and  Latin  America, 
ere  rapid  economic  growth  has  \, 
used  a  telecom  logjam.  Projected  J    X  *0 
irket:  $2  billion.  . 


INTERNET  access/  W 
FAST  AND  CHEAP  I 

Hughes,  Loral,  Lockheed,  I 
GE,  Teledesic,  Echostar,  and  I 
others  are  scurrying  to  build  wm 
or  buy  fleets  of  powerful  % 
birds  that  will  allow  con-".  § 
sumers  to  link  home  com-  f  " 

puters  to  the  Internet.  The  f 
two-way  satellite  connec-  /Q/V 
tions  promise  fiber-optic-like  f  ^>t7  ' 
speeds.  Some  plan  to  pack-  I^^J^ 
age  satellite  TV  and  Internet  I  X/vr^ 
access  into  a  single  dish    ^    clntl'^  ■ 
and  receiver  starting  at  y  ""| 

about  $1,000.  With  service  ^  / 

to  begin  around  2000,  the  market  could  hit 
$10  billion  by  2005. 


'  ^^Hx  ^1^^  "A":  ACCESS  MEDIA  INTERNATIONAl  USA  INC  BEAR  STEARN9  X  rn 

..S      ^  H  PVRAMIO  RESEARCH  INC..  BUSINESSWEEK 

V    lung  smoothly.  And  he's  not  %m  Mw 

:  //    hkely  to  be  the  only  one  in  M 
fe--^    need  of  a  stiff  belt.  Across  the  ^ 

globe,  dozens  of  corporations,  W 
^ohhr<i^ni%v  pouring 

.s,space-a,e  equivalent  of  the  S^Sa  ^l^Z^'^^^t 

^^J^^dBB   Special  Report 

«ll%rU&We'™  x[  MeCaw,  and  Rupert 

opportunity  I  have  seen  in  my  bu  Uss  An!  Hnin^i''*'T^-'  Lockheed  MartS 
me,"  exclaims  Bernard  L.  SchwS  tj^n^^  ^  "P  ^^''"^  ^^'^  ^^e  a  host  of 
'™an  of  Loral  Space  &  Comm^S   3  oft^Z^F  """"^^  t  ¥  ^ 

nuggets  01  their  own.  ^rom  roughly  $9  billion 


BusmFs<^  wFPk  / 


Space  Moguls 


Some  of  the  most  dynamic  entrepreneurs  of  recent  times  are  hooked  on  the  Great  Space 
Race,  and  orbiting  egos  will  enhance  a  drama  already  fueled  by  mind-boggling  sums 


CHRIS  GALVIN  Motorola 

I  With  Iridium,  Motorola  wants  to  of- 

i  fer  global  phones  to  business  trav- 

l  elers.  Waiting  in  the  wings  are 

i  ventures  that  will  provide  high- 

s  speed  Internet  access  and  video- 

^  conferencing.  The  risks?  Iridium 

I  could  get  undercut,  and  demand 

?  is  uncertain  for  the  other  services. 


MiKE  ARMSTRONG 

Hughes  Electronics 

With  the  expected  sale  of 
Hughes's  defense  industry 
units,  his  recent  $3  billion  deal 
for  satellite  video  transmission 
leader  PanAmSat,  and  the 
launch  of  DirecTV,  Armstrong 
is  betting  the  ranch  on  satel- 
lites and  services.  Billions  will 
also  go  into  Spaceway,  which 


will 


mix  consumer  TV  and  In- 
ternet access. 
The  risks? 
DirecTV  faces 
stiff  competi- 
tion, while  big 
technological 
hurdles  could 
ground 
Spaceway. 


RUPERlj 
MURDOl 

News  Co 

A  leadir 
ropean  . 
'ii  satell: 
broadca: 
Murdoc 
taking  c 
DirecTV^ 
the  U.S| 
Latin  Ar; 
ca,  andjs 
The  ris^: 
DirecTV's  three-year  lead  at  p 
could  be  tough  to  surmount, s 
pecially  as  Murdoch  must  fir;, 
new  partner  to  replace  MCI.  3 
in  Asia,  Murdoch's  StarTV  he 
gered  Chinese  officials  by  ber 
in  unapproved  Western  fare. 


Special  Report 


today,  Bear,  Stearns  &  Co.  analyst  Thomas  W.  Watts  ex- 
pects annual  revenue  from  satellite  services  to  more  than 
triple,  to  $29  billion,  by  2000. 

Wliat  will  the  new  satellite  services  provide?  The  biggest 
fight  will  probably  be  over  the  untapped  market  for  satelUte- 
delivered  phone  services.  Motorola,  Loral,  ico  Global  Com- 
munications, TRW,  and  othei-s  are  scurrying  to  put  up  com- 
peting satellite  systems  able  to  beam  phone  services  to 
globe-trotting  executives  and  niral  villagers  worldwide. 
Meanwhile,  Hughes  Electi'onics  and  its  livals  in  the  direct- 
to-home  (i)TH)  satellite 
broadcast  market  have 
scored  the  biu-geoning 
industry's  first  big 
home  run.  Using  satellite  signals  sent  directly  to  tiny  home 
dishes,  viewers  can  receive  vast  programming  choices,  clear 
pictures,  and  CD-quahty  sound — all  without  having  to  rely  on 
cable.  Another  potentially  huge  business — using  satellites  to 
provide  rajjid  Internet  access  and  desktop  video — awaits  just 
over  the  horizon. 

That,  at  least,  is  what  men  like  Hughes  Electronics  Corp. 
Chairman  C.  Michael  Ai'mstrong  and  Loral's  Schwartz  are 
betting.  On  Jan.  16,  Annstrong  was  exj^ected  to  announce  the 
sale  of  Hughes's  defense  assets  to  Raytheon  Co.  for  around 
$9.5  bilhon.  With  the  move — coming  on  top  of  Hughes's  recent 
$;:*)  billion  acquisition  of  satellite  video  transmission  leader 
PanAmSat — Ai'mstrong  has  squarely  refocused  the  company 
on  satellites  and  related  services.  "Commercial  satellites  are 
driving  our  business,"  he  says. 


He's  not  alone.  Last  year,  Schwartz  sold  Loral's  milir 
businesses  to  Lockheed  Martin  Corp.  foi'  $9.1  billion  so  a 
he  could  focus  on  Globalstar.  "We  could  have  stayed  in  thele 
fense  business  and  earned  a  nice  15%  return,"  says  Schwfts 
"But  with  Globalstar,  we're  going  to  earn  a  40%  return,  m 
let  me  tell  you,  that's  a  whole  lot  more  fun." 

Why  the  frenzy?  Although  commercial  satellites  have  1 
around  for  decades,  advances  in  battery  power  and 
compression  techniques,  as  well  as  the  technology  foi-  iii 
factuiing  and  launching  satellites,  have  all  ch-amatieally  sl;i 
costs.  That  has  made  affordable  mass-market  products 
sible.  At  the  same  time,  the  breakup  of  decades-old  g<)\ 
ment-backed  telecommunications  cartels  around  the  g 
has  offered  up  new  markets  at  an  unprecedented  rate,  j 
"A  BLOODBATH."  Yet  with  so  many  ventm-es  racing  to  emtiici 
an  uncertain  marketplace,  the  competition  is  going  t(ibf 
bnital.  The  only  real  question:  "Who  is  going  to  be  the  r 
making  the  money?"  asks  Hughes  Electronics'  Ai'msti 
"Unless  you're  fii-st,  you  won't  make  much."  Steven  D.  I 
man,  who  iims  Hughes's  Telecommunications  &  Space  ( 
more  direct:  "There's  going  to  be  a  bloodbath,"  he  says.. 

As  some  of  the  most  successful  businessmen  of  the 
decade  enter  the  fray,  personal  fortunes,  reputations,  and 
are  also  on  the  line.  Craig  MeCaw  scrambled  to  the  top  ii  > 
lulai-  before  selling  to  at&t  for  $12  billion  in  1994.  And  Iridp 
Staiano  built  a  $50  million  cellular  sideshow  into  a  $11  bioi 
powerhouse.  Now,  he  has  left  his  executive  office  at  Motijol: 
and  is  "taking  a  major  pay  cut"  in  exchange  foi-  a  "signifiijnt 
cache  of  options  in  Indium,  which  may  go  public  this  yea| 


Globalstar  estimates  that  60%  of  the  woa 
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iRD  SCHWARTZ 

pace  &  Communications 

hedding  his  defense  unit  to 
)n  satellite  services, 
1z  is  backing  Giobalstar, 
will  provide  cheap  phone 

in  the  developing  world, 
/ill  also  expand  Skynet,  a 
iistributor  acquired  from 
and  plans  to  launch  Cyber- 
r  Internet  access.  The 
jlobalstar's  new  technology 

delays  are  likely,  while  Cy- 
■  faces  heavy  competition. 


CRAIG  McCAW 

Teledesic 

At  $9  billion,  McCaw's 
Teledesic  system  is 
the  most  ambitious 
and  expensive  of  all. 
Using  840  satellites,  it 
aims  to  provide  Inter- 
net access,  network- 
ing capabilities,  and 
videoconferencing  with 
equal  ease  to  a  Man- 
hattan skyscraper  or 
the  most  remote 
African  village.  Set  for 
2002,  the  system  al- 
ready has  one  big 
backer:  Microsoft's  Bill 
Gates.  The  risks?  The 
technological  chal- 
lenges of  launching  so 
many  birds,  and  get- 
ting linking  software  to 
work,  remain  huge. 
Much  more  financing 
will  be  needed. 


-  Teledesic  Corp.,  meanwhile,  the  double-double-barreled 
of  backers  William  H.  Gates  III  and  Craig  McCaw 
laded  David  Twyver,  the  former  president  of  Northern 
om  Ltd.,  to  join  an  enterprise  that  few  outsiders  give 
.  hope  for  success.  "When  two  of  the  gi'eatest  entrepre- 
;  of  the  20th  centuiy  ask  you  to  come  work  with  them, 
:an  you  say  no?"  asks  Twyver,  who  recently  signed  on  as 
esic's  new  chief  executive.  "You  would  spend  the  rest  of 
life  wondering  if  you  had  made  a  huge  mistake." 
11,  the  risks  for  Twyver  and  his  compatriots  in  the  new 
'  race  are  enormous.  The  technologies  needed  to  use 
ites  for  global  telephone  sei"vices  and  Internet  trans- 
3n  remain  largely  unproven.  And  getting  past  regulato- 
rdles  to  gain  access  to  foreign  markets  remains  a  huge 
ng  point.  But  the  biggest  conundnim  may  simply  be 
ng  the  market  amid  the  hyi^e.  "Nobody  really  knows  to- 
A^hat  services  people  really  want,"  concedes  Robert 
',  president  of  Space  Systems  Loral,  which  will  debut  its 
rStar  Intei-net  access  service  in  1999. 
I  ne  of  that  seems  to  have  diminished  all  the  enthusiasm, 
j  eason  can  be  summed  up  in  one  woitl:  DirecTV.  Hughes 
I  ronics'  rapid  success  in  launching  its  direct-to-home 

ii casting  venture  in  1994  proved  that  an  enormous  con- 
"  appetite  exists  for  satellite-based  services.  DirecTV 
y  spawned  a  handful  of  imitators;  all  together,  they've 
igned  up  4.5  milUon  subscribers.  By  2002,  they  expect  to 
million  subscribers  in  the  U.  S.  alone,  with  revenues  of 
lion.  Global  gi'owth  could  double  that. 
]  it's  why  DirecTV  has  quickly  emerged  as  both  the  envy 


and  guiding  light  of  a  nascent  industry.  "It's  a  phenomenal 
product,"  says  McCaw,  who  is  spending  $9  billion  on  Teledes- 
ic, which,  if  successful,  will  use  840  small  satellites  to  provide 
low-cost,  high-speed  Internet  access,  corporate  networking, 
and  desktop  video.  Adds  Schwartz  of  Giobalstar:  "We  want  to 
be  the  DirecTV"  of  satellite  phone  services. 

To  get  there,  however,  Schwartz  had  best  be  ready  for  a 
dogfight.  In  addition  to  Iridium,  Giobalstar  will  also  be  bat- 
tling ICO  Global  Communications,  a  London-based  private 
company  spun  off  from  the  ciuasi-governmental  Inmarsat 
consortium.  It  will  cost  about  the  same  as  Giobalstar,  al- 
though it  lags  by  at  least  two  years.  And  another  system, 
Odyssey,  is  being  pushed  by  partners  Teleglobe  Inc.,  a  big 
Canadian  telecommunications  company,  and  TRW,  long  a  leader 
in  military  satellites.  While  several  years  behind  the  others, 
TRW  and  Teleglobe  have  recently  added  ecjuity,  and  trw 
Chief  Executive  Joseph  Gorman  vows  Odyssey  is  in  the 
race.  "Our  system  is  the  best,  bar  none,"  says  GoiTnan. 
PRICEY  PHONES.  Because  they're  digital,  the  satellite  phone 
services  will  pr(jvide  featui'es  such  as  voice  mail,  paging,  and 
caller  lu  that  are  now  being  introduced  as  personal  communi- 
cations systems  (pes)  on  ground-based  cellular.  But  wiiile  the 
satellite  phones  will  offer  the  same  ft-eedom  as  today's  cell 
phones,  they've  got  one  big  advantage:  Tlie  same  phone  will  be 
usable  ai-ound  the  globe.  "We're  going  to  offer  one  number,  one 
phone,  one  bill,  anywhere  on  the  planet,"  says  Staiano. 

No  one  needs  a  win  more  than  Staiano  and  new  Motorola 
CEO  Christopher  Galvin,  the  46-year-old  son  of  renowned 
former  ceo  Robert  Galvin.  Coming  off  of  Motorola's  worst 


lation  doesn't  have  access  to  a  telephone 
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earnings  slide  in  more  than  a  decade,  Galvin  is  counting  on 
Iridium's  1998  debut  to  help  revitalize  Motorola. 

Ii-idium  is  hands  down  the  most  technologically  sophisti- 
cated. It  wall  carry  a  call  from  anywhere  on  the  planet,  relay 
it  thi'ough  a  vast  switching  network  in  the  sky,  and  bring  the 
signal  back  down  anywhere  else  on  the  earth's  surface.  That 
also  makes  Iridium  the  most  expensive,  with  a  projected 
cost  of  $5  billion  and  phones  starting  around  $3,000. 

The  technical  challenges  remain  daunting,  though.  For 
starters.  Iridium  must  link  its  66  satellites  in  the  sky  with 
software  that  seamlessly  switches  calls.  Effectively,  Mo- 
torola will  replicate  ground-based  phone  switching  networks 
hundreds  of  miles  above  the  earth — a  technological  feat  no 
one  has  ever  tried  before. 

Iridium's  biggest  hurdles,  though,  may  be  in  its  strategy 

and  marketing.  For 
years,  the  spread  of 
sophisticated  low-cost, 
land-based  cellular 
netwoi-ks  has  chipped  away  at  the  potential  market  for  satel- 
lite phones  in  the  U.  S.  Now,  cellular  systems  are  also  prolif- 
erating in  such  countries  as  China,  India,  and  Brazil.  The  shift 
has  forced  Iridium,  which  began  as  a  genei'al  replacement  for 
gi'ound-based  cellular,  to  refashion  itself  as  a  premium  prod- 
uct for  well-heeled  business  travelers  who  can  afford  its 
phones  and  the  $-">-per-minute  charge. 

That  could  leave  Iridium  and  its  rivals  fighting  over  the 
tiny  number  of  globe-trotting  executives  willing  to  pay  for 
worldwide  service.  "We  could  see  that  gi'ound-based  sys- 
tems will  eat  you  alive,"  says  McCaw,  who  had  toyed  with  the 
idea  of  satellite  pc;s  semce  as  recently  as  1994,  but  instead  fo- 
cused Teledesic  on  Internet  access. 

Schwaitz,  too,  steered  another  com'se  early  on.  He  has  opt- 
ed for  a  technology  that  is  simpler  and  cheaper  than  Iridium's. 
Rather  than  switch  signals  around  the  planet  from  one  bii'd  to 
another,  Globalstar's  calls  will  go  up  to  a  satellite  and  then  be 
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BUILDING  A  GLOBALSTAR  SATELLITE  To  avoid  regula 
challenges  from  foreign  nations,  Globalstar  plans  to 
wholesale  its  services  to  local  phone  companies 

bounced  down  to  the  nearest  ground  station.  That's  h" 
hold  costs  to  $2.5  billion,  with  handsets  initially  priced  at 

Globalstar  differs  from  Iridium  in  another  key 
Schwartz  sees  most  revenues  coming  from  raral  area;j 
derserved  by  land  lines.  Some  60%  of  the  world's  populio 
has  no  phones,  estimates  Globalstar,  which  is  stackin 
orders  from  such  countiies  as  China  and  India  for  thmi- 
of  satellite  phone  booths  to  put  in  far-flung  villages. 

Globalstai-'s  biggest  strength,  though,  may  be  its  mai  l; 
game  plan.  Rather  than  bypass  local  telephone  sysU  i 
Iridium  does,  Globalstar  brings  each  call  dow^n  to  one  i 
partners  on  the  gi'ound.  By  giving  a  piece  of  the  acti 
those  gi'ound  partners,  including  China's  biggest  phonr 
pany,  France  Telecom,  and  California's  giant  AirTouch 
munications,  Schwartz  figures  he  will  reduce  regailatnr 
lays.  Globalstar  has  also  awarded  France's  Alcatel  Al- 
and Italy's  Alenia  big  chunks  of  manufacturing. 

Once  service  starts,  Globalstar  will  charge  each  local 
phone  company  a  wholesale  price  averaging  50c  per  nr 
"It's  the  project  with  the  least  technological  risk  aip 
most  reasonable  commercial  strategy,"  says  Michel  Bei' 
to,  managing  director  of  mobile  services  for  France 
com,  wiiich  will  mai-ket  Globalstar  in  21  countries,  inc! 
Poland,  the  Czech  Republic,  and  Mexico. 
SECOND-TIER  TECH.  Globalstar  has  plenty  of  its  ovni  obsi 
though.  More  than  100  gi'ound  stations,  at  $5  milhon 
could  boost  the  system's  price  tag  if  they  go  over  bi 
Moreover,  Globalstar's  decidedly  second-tier  technology,'! 
come  back  to  haunt  the  cost-conscious  Schwartz:  A  w^f 
signal  could  spell  inadequate  sei"vice.  , 

And  both  Globalstar  and  Iridium  have  more  immiliat 
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INTRODUCING  A  FLIGHT 
OF  THE  IMAGINATION. 


SUPERIOR  133MHz  PRODUCTIVITY 

Offering  a  133f\/IHz  Pentium  processor. 
PCI  arctiitecture  and  an  enormous  2GB 
tiard  drive,  this  is  a  powerful  tool. 


FLEXIBLE  CONFIGURATION 

Tailor  your  computer  to  meet  changing 
teds  in  seconds.  The  SelectBay  lets  you 
ap  a  lOX'  CD-ROM  drive  with  a  modular 
ppy  drive,  an  optional  second  hard  drive 
r  an  optional  second  lithium  ion  battery. 
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STUNNING  12.1"  DISPLAY 

Combine  a  brilliant  12  i:  800  x  600 
display  with  Zoomed  Video  technology. 
16-bit  sound  and  full-motion  video  for 
sensational  presentations. 


BUILT-IN  28.8Kbps  MODEM 

With  a  voice/fax  modem  you 
can  stay  in  touch  with  the  world 
quickly  and  efficiently  Other  features 
include  a  speakerphone  and 
answering  machine. 


COMPLETE  WITH  LANDING  GEAR. 


POWERFUL  DOCKING 

The  optional  Desk  Station  V  Plus  provides 
instant  connection  to  your  desktop  setup  and 
includes  stereo  speakers,  a  SelectBay  "as  well 

as  slots  for  PC  Cards.  PCI  and  ISA  cards 


INTRODUCING  A  POWERFUL  ADDITION  TO  THE  TECRA  FAMILY. 

Packed  with  cuttini^-eJi,v  technulot,^,  tlic  new  Tccra  SlOCl^T  has  the  power  to  make  your  iJeas  tly.  Tackle  any  ot  toJas's  tomplex 
sc)(Tware  applications  with  a  powertiil  H IM H:  Pentium  processor,  1 6M B  ot  hiyh-speed  EPO  mem( )ry  and  a  massive 
hard  drive  up  to  2d  hillion  bytes.  There's  also  16d^it  stereo  sound,  a  lOX*  CD-ROM  drive  and  tull-motion 
video  capability  to  enhance  any  multimedia  presentation.  Top  it  all  ott  with  the  expansion  ca|iabiiities  ot  the 
Desk  Station  V  Plus,  and  you've  yot  a  notebook  that  will  take  you  to  new  heights.  For  more  information 
visit  the  Toshiba  website  at  http://computers.toshiba.com,  or  for  a  dealer  near  you,  call  1-MOO-4S7-7777. 


'CCHA  510CDT 

133MHz  (2  9v)  Penlium*  processor, 
256KB  L2  cache 

'21'  dia.  color  aclive-mattix  display  with 
800  X  600  resolution 

21  billion  byte  (=2  02GB)  removable  HDD 
lOX*  CD-ROM  standard 
Optional  SelectBay  battery  pack 


TECRA  500CDTAND  500CS 

•  120MHz  (2  9»)  Pentium  processor.  256KB  L2  cache 

•121'  dia  color  display  witti  800  x  600  resolution 
in  yout  choice  ol  active-matrix  (CDT)  or 
DSTN  dual-scan  (CS) 

•  1  3  billion  byte  (=1 26GB|  removable  HDD 

•  6X  CD-ROM  on  CDT  (optional  on  CS) 


ALL  MODELS 

•  PCI  system-bus  architecture 

•  16MB  ol  EDO  ORAM  expandable  to  144MB 

•  SelectBay  '  supports  3  5"  floppy  drive, 
CD-ROM  or  optional  second  hard  drive 

•  HiQVideo"  PCI  graphics  controller,  2MB  video  memory 

•  16-bit  Sound  Blaster  Pro  compahble  system 
with  stereo  speakers  and  microphone 


Supports  two  Type  II  or  one  Type  III  16-bit  PC  Cards, 

ZV  Cards  or  32-bit  CardBus  Cards 

FIR  (Fast  Infrared)  compliant  ports  (Iront  and  back) 
'  Integrated  AC  adapter 
■  Windows"  95  or  Windows  lor  Workgroups 
'  3-year  limited  warranty 
'  Toll-lree  technical  suppol  -  7  days  a  week, 

24  hours  a  day 


In  Touch  with  Tomorrow 

TOSHIBA 


©1996  Toshiba  America  Inlormalion  Systems,  Inc.  All  speciticadons  and  availability  are  subject  to  change.  *10X  average  speed.  All  products  indicated  by  trademark  symbols 
are  Irademarked  and/or  registered  by  their  respective  companies  Intel  Inside  and  Pentium  Processor  Logos  are  trademarks  of  Intel  Corporation 


Without  global  cooperation,  'It's  like  diving  into  a  swii 
ming  pool  before  you  fill  it,"  says  a  worried  executive 
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financial  woes.  Each  must  raise  billions  more,  but  publicly 
traded  Globalstar  has  had  a  number  of  troubled  equity  and 
debt  offerings.  "Let's  be  honest:  It  took  Beniard  Schwartz 
and  Loral  to  put  up  their  own  money  for  [Globalstar]  to 
work,"  says  one  big  shareholder.  And  Motorola  was  turned 
down  by  at&t  and  Nippon  Telegraph  &  Telephone  Corp.  as 
equity  partners,  settling  instead  for  a  patchwork  of  17  small- 
er players  such  as  Taiwan's  Pacific  Electiic  Wire  &  Cable  Co. 

Another  looming 
cloud  is  the  spread  of 
regional  satellite  ser- 
vices, particularly  in 
Southeast  Asia.  Asia  Cellular  Satellite  Systems  (ACes),  for  ex- 
ample, has  financing  for  a  no-frills,  $660  million  system  using 
two  birds  hovering  23,000  miles  above  the  earth.  It  will  offer 
calls  covering  much  of  the  Far  East  for-  $1  a  minute  to  cus- 
tomer's who  don't  need  global  coverage — or-  mind  slight  delays 
in  voice  transmission.  With  close  ties  to  national  governments 
in  the  r-egion,  Aces  could  have  a  virtual  lock  on 
business  in  Indonesia,  Thailand,  and  the  Philip- 
pines. That  may  be  why  Hughes  has  chosen  lar-ge- 
ly  to  sit  out  the  voice-ser'vices  war'.  Instead,  it's 
supplying  hardwar-e:  building  12  birds  for  icx)  under- 
a  $2.4  biUion  contract,  its  lar'gest  commer'cial  deal 
ever.  "We  ft'ankly  don't  see  the  market  for  placing 
phone  calls  fi'om  deep  in  the  Amazon,"  says  Charies 
H.  Noski,  a  vice-chairman  of  Hughes  Electronics. 

At  Lockheed  Mar-tin,  Chair-man  and  ceo  Nor- 
man R.  Augustine  is  also  cautious.  "We've  got  a 
lot  of  bets  hedgefl,"  he  says.  "The  technolog-y 
moves  so  fast.  One  day  you'r-e  No.  1,  the  ,: 
next  you're  No.  10."  Lockheed  owns  20%  of 
Loral;  it  also  has  a  multibillion-dollar  con- 
tr-act  to  build  components  for  Iridium, 
in  which  it  holds  1.23%. 

To  see  the  pr-oblems  they  face, 
the  giobo-phone  gang  need  look  no 
fuilher  than  Hughes's  rocky  de- 
but in  the  inter-national  dth 
broadcasting  mar'ket  last  year-.  After 
hitting  pay  dirt  with  Dir-ecTV  in  the  LI.  S., 
Hughes  is  finding  out  how  tough  a  global  r-ollout 
can  be.  DirecTV's  1996  Latin  American  launch 
was  plagued  by  licensing  delays  despite  str-ong 
regional  partners  in  Mexico  and  Br-azil.  "The 
concept  of  a  global  satellite  market  is  gr-eat, 
but  the  devil  is  in  the  details,"  war-ns  Gar-ath 
Chang,  pr-esiflent  of  DirecTV  Inter-national.  "We 
lear-ned  that  the  har-d  way." 

Having  inspu-ed  an  industry,  Dii-ecTV  is  start- 
ing to  face  a  battle  even  at  home.  Its  early 
lead  drew  a  host  of  imitators.  Scr-appy  Englewood  (Colo.)- 
based  upstar-t  Echostar  Communications  Cor-p.  is  pr-essur- 
ing  DirecTV  with  a  savage  price  war  it  set  off  last  summer. 
And  after  a  slow  start,  the  cable  industi-y's  satellite  br-oadcast 
entrant,  Primestar  Partners,  has  snatched  up  3  million  view- 
ers through  aggi-essive  mar-keting. 

But  the  biggest  threat  pr-obably  comes  from  Rupert  Mur- 
doch's News  Cor-p.  Using  the  expertise  built  up  thr-ough  his 
British  Sky  Broadcasting  system,  which  dominates  satellite 
broadcasting  in  Britain,  he's  attacking  Hughes  at  home  with 
the  launch  of  American  Sky  Broadcasting  later  this  year. 
Despite  Hughes's  head  start,  "we  do  not  think  that  DirecTV 


has  an  insur-mountable  lead  by  any  stretch  of  the  imaji 
tion,"  Mui'doch  says.  Pointing  to  a  pr-ogi-amming  libr-ar  y  \; 
includes  British  soccer,  Asian  movies,  and  a  plethora  of  A 
ican  sports,  Mm-doch  argues  that  "this  r-ace  is  hai-dly  stai- 

And  that's  just  the  fii-st  leg  in  a  titanic  struggle  for  ii:;n 
in  Latin  America  and  Asia.  But  despite  the  potci 
Hughes  has  discover-ed  that  getting  people  to  sign  up  i 
easy.  "Brazil  alone  is  lar-ger  than  the  continental  l  i,  . 
States,"  says  Kevin  McGr-ath,  chair-man  of  Galaxy  I 
America,  Hughes's  Dir-ecTV  division  ther*e.  "But  then 
no  Cir-cuit  Cities,  no  Sears."  Hughes  has  also  found  that 
tralizing  billing  in  multiple  currencies  is  no  simple  task 

While  McGrath  struggles  to  fix  the  problems,  he's  loi 
over  his  shoulder-  as  Murdoch's  News  Corp.  juggernaut 
er-s  speed.  Teamed  with  Tele-Communications  Inc.'s  Jol 
Malone  and  power-fiil  local  player-s,  Mur-doch  is  scuiryii 
launch  service  in  Mexico  and  Brazil  by  April. 
UNAUTHORIZED  ENTRY.  Hughes  and  Mur-doch  will  als 
head-to-head  in  Asia,  starting  v/ith  the  debut  of  their 
services  in  Japan  later-  this  year.  So  far,  Murdoch  appes 
have  the  clear  advantage  in  content.  Alr-eady,  he  has  as 
bled  a  large  libr-ai-y  of  Japanese  movies  and  TV  shows  thi 
his  year--old  star  Plus  Japan  channel.  Along  with  soft 
maker  Softbank  Coq:i.,  he  also  bought  a  lai-ge  stake  in  J; 
TV  Asahi  network.  Still,  Murdoch's  Asian  entry  has 
tr-oubles.  In  China,  he  stumbled  badly  by  trying  to  em 
mainland  authorities  by  beaming  in  Wester-n  pr-ogramn 

And  even  as  Armstr-ong  and  Murdoch  slug  it  out  a: 
the  globe,  many  in  the  satellite  ser-vice  business  are  begi 


IRIDIUM  PHONE  AND  EARTH  STATION  The  biggest  battle  in  satell  t 
services  will  be  over  the  market  for  handheld  phones.  Iridium  wi 
throw  66  satellites  into  the  melee 


to  suspect  that  the  ultimate  mother-  lode  won't  be 
broadcasting  or-  jjhone  ser-vices  but  the  abiMty  to  hook  in 
phenomenal  global  gi-owth  of  the  Inter-net.  With  Worid 
Web  usage  muslu-ooming,  the  computer-  industr-y  is  scr-;ii 
to  find  faster-,  mor-e  efficient  ways  to  move  around  big  ( 
of  digital  infor-mation  and  video.  A  few  years  ago,  fibt  i 
networks  were  consider-ed  the  hot  solution.  But  while  fil 
tic  tr-unk  lines  are  going  in  fr-om  city  to  city  in  the 
pr-ogress  connecting  to  homes  is  slow.  "Not  only  did  fill 
happen,  it's  further  away  now  than  it  was  three  yeal•^ 
says  Teledesic  Pr-esident  Russell  Daggatt. 

Instead,  he  and  other-s  say  that  satelhte-based  dat  < 
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Have  you  ever  notice  J  Row  mucli  you  Jont  notice? 


L//  too  often,  the  demands  of  our  days  turn  tlic  details  of  our  U\'es  to  a  blur.  But  it's  the  details, 
the  small  things  we  miss,  that  sometinies  hold  the  most  beauty  and  inspiration. 

That's  why,  at  Hyatt  hotels  and  resorts,  we're  partieularly  attentive  to  details.  The  kind  you 
can't  help  but  notice.  Like  the  renowned  sculpture  in  a  corner  of  our  lobby.  Or  the  ocean  \'ista  that 
adds  dranui  to  our  rotunda  ballroom.  Or  perhaps  the  detail  you'll  appreciate 
tnost  is  the  rare  comfort  of  a  feather  pillow  on  your  bed. 

Each  unexpected  touch  brings  your  senses  back  to  life.  And  life's  small 
wonders  into  focus.  So  you  get  more  from  each  moment  of  your  stay. 

To  see  how  much  you'\'e  been  nussing,  come  stay  with  the  people  of  Hyatt. 
They  }}iight  just  make  your  whole  trip  noticeably  better.  For  reservations,  contact  your  travel 
planner  or  call  Hyatt  at  1-800-233-1234. 


AT&T 

YourTrue  Choice 


H  YATT 


Peel  the  Hyatt  loiich 


t  is  proud  to  utter  AT&T  lon^  Distance  Sen-ice  tor  all  your  AI\S:T  Callin><  Card,  AT&T  Universal  Card  and  ')|)crator-assistcd  calls  al  most  locations. 

Hyatt  Hoteh  ami  Resorts'  etiLVtiipasSi'S  hotels  tuaiuigeit,  franchisetl.  or  opcr<ttftt  by  two  scpauilc  gumps  of  ionipanics  -  Hyatt  Corpotolion  ami  lis  olfiliali's  and  afhliolcs  of  Hyati  liih-riialional  Corporation  .'jl^yf,  Hyatt  Corp. 


works  will  be  able  to  offer  the  same  fast  transmission  speeds 
and  liigh-quality  video  images  as  fiber-ojjtics,  but  for  far  less 
than  cuiTent  coiporate  networks  cost.  And  they'll  be  available 
for  home  users  yeai-s  before  fiber-optics.  With  sei-vices  likely  to 
stait  by  decade's  end,  New  York  consultants  Access  Media  In- 
temational  USA  Inc.  estimate  a  market  of  $10  billion  by  2005. 

That's  why  Hughes  is  hurrying  out  Spaceway,  a  $4  billion, 
20-satellite  system  equipped  with  spot  beams,  which  are  sky- 
borne  "information  funnels"  able  to  scoop  up  massive  quan- 
tities of  data  and  video  from  a  computer  in  one  part  of  the 
countiy  and  dehver  it  into  the  Internet  at  another.  Users  will 
  be  able  to  use  Space- 
way  to  tap  into 
the  Net,  bypassing 
clogged  systems  on 
I  didn't  believe  there 
says  Jerald  F.  FaiTell, 
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the  ground.  "Eighteen  months  ago, 
would  be  a  market  in  Internet  access," 
who  is  president  of  Hughes  Communications  Inc.  "Now,  I  am 
absolutely  eon\inced  that's  the  direction  we  need  to  move  in." 
RELAY  TEAMS.  McCaw  and  Gates  are  thinking  along  the  same 
Hnes.  Having  put  up  most  of  the  nearly  $100  million  in  equi- 
ty, they  each  own  37%  of  Teledesic,  which  is  also  eyeing  the 
Internet  access  market.  McCaw  insists  they  have  the  an- 
swer: 840  little  birds  zooming  across  the  sky  just  400  miles 
over  the  earth,  far  lower  than  traditional  satellites.  Each 
satellite  will  hand  off  Internet  traffic  to  the  next,  sucking  up 


data  as  it  I'aces  over  land  and  sea.  But  the  imusual  design 
left  many  old  hands  skeptical.  It  will  require  extremelj 
phisticated  software  and  networking  to  link  the  bu*ds,  n( 
mention  the  logistical  challenge  of  getting  that  many  u 
the  gi'ound.  "It  would  be  like  the  designers  of  World  W 
bi-planes  saying  'Wow,  that's  terrific.  Now,  let's  build 
personic  jet,' "  says  Loral's  Berry. 

Still,  few  doubt  the  mai'ket  e.xists.  Loral  has  ordered  uf 
berStar,  a  $1.6  billion  system  similar  to  Hughes's  Space 
TRW,  Motorola,  ge,  and  Lockheed  Martin  are  all  deveL 
multibillion-dollai-  projects.  Hughes  ah'eady  has  a  hybiid 
uct  on  the  market  called  DirecPC  that  uses  a  combinatic 
satellite  signals  and  phone  lines  to  connect  users  to  the 

DirecPC  is  too  expensive  and  too  limited  ever  to  beco; 
mass-market  product  like  Du'ecTV.  But  when  Spaceway  c( 
out  in  2000,  its  chief,  Edward  J.  Fitzpatrick,  says  con.su 
wiW  be  able  use  their  computers  to  tune  into  the  Net,  hi 
video  chat  with  Grandma,  or  watch  the  ball  game,  all 
one  set  of  equipment  for  less  than  $1,000.  Sounds  like 
world.  But  given  the  satellite  revolution's  price  tag  of  $5i 
lion  and  counting,  will  anyone  ever  make  any  money 
Craig  McCaw,  BiU  Gates,  Rupert  Mm-doch,  Bemai'd  Schw 
and  Mike  Armstrong  couldn't  all  be  wrong,  could  they? 

By  Eric  Scliine  in  Los  A)>geks  mid  Peter  Elstrom  in  C 
diet;  Ariz.,  with  Amy  Barrett  in  Washi)igtmi,  Gail  Edmm. 
in  Paris,  Michael  Shari  in  Jakarta,  and  bureau  reports 


WHAT  GOES  UP . . .  HAS  TO  GET  THERE  FIRST 


With  more  than 
1,700  satelhte 
launches  planned 
or  proposed  in  the  next 
10  years,  one  of  the 
thorniest  problems  the 
industry  faces  may 
simply  be  getting  all 
its  birds  up  in  the  sky. 

Indeed,  as  the  global 
satellite  boom  fuels  a 
surge  of  launches,  the 
existing  services  just 
don't  have  enough  ca- 
pacity. In  1996,  22  rock- 
ets placed  29  sateUites 
into  orbit.  This  year 
will  see  45  launches 
carrying  76  satellites, 
followed  by  61  launches 
carrying  121  satellites 
in  1998,  predicts  Teal 
Group,  an  aei'ospace 
consulting  firm  in  Fair- 
fax, Va.  To  make  things 
worse,  launch  reliability 
is  almost  as  bad  as  it 
was  at  the  dawn  of  the 
Space  Age.  With  roughly  1  in  10 
launches  failing,  insurance  premiums 
are  sk>Tocketing. 

Small  wonder  that  John  B.  Perkins, 
vice-president  of  launch-sei-vices  ac- 
quisition lor  Hughes  Communications 
Inc.,  is  worried.  "We're  encouraging 
strong  comj  mies  and  countries  to  en- 


IRIDIUM  ON  THE  PAD 

A  bad  week; 
Four  launch  fizzles  in 
four  days 


ter  the  launch  busi- 
ness," he  says.  But  de- 
mand is  so  strong  "that 
we're  no  better  off 
from  a  supply  stand- 
point than  we  were." 
TOO  COSTtY.  The 
crunch  is  most  acute 
for  the  huge  geosta- 
tionary satellites  that 
cu'cle  the  earth's  equa- 
tor to  beam  TV  signals 
and  track  weather. 
Only  a  half-dozen  sites 
in  the  world  can 
launch  these  big  birds. 
Roughly  60%  of  that 
business  now  belongs 
to  Europe's  Ariane 
space  consortium, 
which  satellite  makers 
fault  for  high  prices 
and  limited  capacity. 
Ai-ound  80%/  of  the  work 
falls  to  McDonnell  Dou- 
glas Corp.  and  Lockheed 
Martin  Corp.,  which  loft 
Delta  and  Atlas  rockets 
from  Cape  Canaveral  and  California's 
Vandenberg  Air  Force  Base.  The 
balance  goes  to  Russian,  Ukrainian, 
and  Chinese  progi'ams.  New  ven- 
tures in  Brazil,  India,  Israel,  and 
Italy  could  gain  business  in  future 
years,  while  Hughes  recently  signed 
a  $1  billion  deal  with  a  Mistubishi-led 


consortium  for  10  launches. 

But  the  newer  "low  earth  oi'bit" 
satellites  used  by  Motorola  Inc.'s 
Iridium  project  or  the  proposed 
Teledesic  network  don't  need  powe 
ful,  Aiiane-style  rockets,  since 
they're  smaller  and  orbit  closer  to 
earth.  Instead,  satelhte  makers  in 
tills  fast-gi"owing  segment  are  look 
ing  to  startups  with  unconventiona 
launch  schemes.  Orbital  Sciences 
Corp.  of  Dulles,  Va.,  saves  fuel  anc 
avoids  the  wait  for  gi-ound  launch 
openings  by  filing  its  Pegasus  rock 
ets  from  under  the  wings  of  a  jum 
jet  40,000  feet  up,  for  example. 

Sea  Launch  gi'oup,  an  audacious 
joint  venture  by  Boeing  Co.  and 
Nomegian,  Russian,  and  Ukrainiai 
partners,  is  taking  an  even  more  r; 
ical  approach:  Starting  in  mid-1998 
plans  to  loft  rockets  from  a  floatinj 
oil  rig  in  the  Pacific  Ocean.  By  usii 
the  converted  platform  as  a  mobile 
launch  site.  Sea  Launch  can  move 
from  its  home  port  in  Long  Beachi 
Calif.,  to  the  equator  for  the  most  [ 
ficient  geosynchronous  launche.s- 
steam  a  few  hundred  miles  off  the  j 
California  coast  for  quick-turnaroul 
launches  of  low-earth-orbit  satellitif 
Sea  Launch  is  sold  out  for  its  fii'st| 
three  years  of  operation.  That's  noj 
bad  launch  of  its  own. 

By  Andy  Reinhardt  in  San  Frai 
Cisco,  with  Seanna  Brcnvder  in  Sea! 
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^lieve  in\('stors  should  lie  able  to  retire.  At  least  until  niorninfi.  So  the  last  thiiiji 
leed  is  a  mutual  liuid  that  keeps  vou  up  at  night.  Considei'  no-load  V\HP 
id  Fimds.  They're  consemuively  managed  to  seek  eompelitixf  returns.  And 
the  n'turns  mav  not  be  as  high  as  w  ith  more  aggi'essive  funds,  our  funds  are 
lied  for  lower  risk  due  to  less  share  piice  nuctuation  than  comijaiable  funds, 

igh  our  mutual  funds  do  lluctuale,  you  mav  e.xperience  less  tossing  and 
ig  when  tlie  market  experiences  its  normal  ups  and  downs,  (lall  us  at 
)-322-2282  e.\t.  8851  for  free  information  that  explains  how  eonfident  our 
i  could  make  vou  feel.  For  maximum  elTeet.  read  it  in  bed.  Sweet  dn^ams. 


Money  Funds 
Income  Funds 
Growth  Funds 


AMP  MUTUAL  FUNDS 

J^^"'SCUDDER 


i  Sciidilcr  Investor  Scia  iccs.  Inc..  nisli'il)iil<>i.  Icm  a  I'li  is|ici  lus  «  liirli  ci  iriKiins  iiiui  i'  i  cini|ili'li'  iiilorinalinri  :i1miiiI  iwpi'iiscs.  llic  n>lc.s  (il  Scudilri:  Sii'mmis  ( ^hii  k,  Ini  .  iiiii  I 
ind  the  lci>  ll:c\  ina\  icccixc  I'li-asc'  ri-iil  il  (  ardijIK  lii-iorr        iinrsi  or  M-riil  riKiricv.  Si  iiddi  i  lri\csl(M  Sci-\i(i-n.  Imc.  I\\n  InlcnialKuial  I'laci-.  lidsldii.  \l\  ©1997- 


Marketing 


BRANDS 


THE  WORLD 
ACCORDING  TO  GAP 

It's  out  to  take  its  place  beside  powerhouses  like  Coke  and  Nike 


Nobody  could  ever  accuse  Gap  Inc.'s 
boss  of  thinking  small.  "I  always 
wanted  for  the  Gap  to  be  as  fa- 
mous as  Coca-Cola,"  says  Millard 
S.  "Mickey"  Drexler,  president  and  cliief 
executive  of  the  San  Francisco-based  re- 
tail giant.  That's  a  pretty  gi-and  wish  for 
a  company  that  for  decades  styled  itself 
as  an  innovative  seller  of  jeans  and 
T-shirts.  But  recently  Drexler  has  been 
refashioning  Gap's  retail  operations,  re- 
jiggei-ing  the  merchandise  mix,  and  most 
important,  readjusting  intemal  attitudes 
in  a  bid  to  transfonn  the  apparel  chain 
into  a  portfolio  of  powerhouse  brands. 

Founded  in  1969  by  Donald  G.  and 
Doris  F.  Fisher,  whose  innovation  was 
offering  lots  of  sizes  and  styles  of  jeans 
in  one  place,  Gap  long  struggled  with 
the  conuncbum  of  how  to  keep  growing 
without  having  to  grow  up.  Waiy  of  out- 
siders, the  company  kept  lai-gely  to  itself, 
shunning  publicity  and  potential 
business  partners.  Even  its  dis- 
tinctive ads  were  created  in-house. 
And  with  the  exception  of  Banana 
Republic,  purchased  in  1983,  ac- 
quisitions have  been  few.  "We 
were  like  little,  immature  kids: 
Leave  us  alone,  and  let  us  do  our 
own  thing,"  observes  Robert  J.  produce  SUCh 
Fisher,  chief  operating  officer  and  merchandise 
one  of  two  Fisher  sons  at  the  $5 
billion  multinational  company. 
LIMITED  VISION.  But  that  was  be- 
fore Gap's  phenomenal  gi-ovrth  be- 
gan to  sputter.  Sales  at  stores 
open  for  more  than  a  yeai* — a  cru- 
cial measure  for  retailers — had 
grown  an  average  of  12%  from  1986  to 
1991  but  slowed  to  a  ginm  1%  in  1993 
and  1994  and  were  flat  in  1995.  Gap  ex- 
ecutives and  analysts  began  to  wondei- 
whether  the  gloiy  days  had  come  to  an 
end.  Fisher  says  the  company's  insular 
personality  was  limiting  its  vision  for 
the  futui'e.  "We  were  looking  at  our- 
selves as  a  store  rather  than  a  brand. 
When  you  do  that,  you  (h~aw  tWck,  heavy 
lines  around  your  freedom." 

In  an  attempt  to  break  out  of  that 
cage,  Gap  has  spent  the  past  three  years 


reworking  its  brands  to  capture  a  broad- 
er customer  base.  In  1994,  it  launched 
Old  Navy  Clothing  Co.,  a  mass-market 
chain  with  a  funky  image  that  should 
reach  the  billion-dollar  sales  mark  this 
year.  It  transfor-med  stmggling  Banana 
Republic  into  an  upscale  retailer  that 
racked  up  an  estimated  $750  milUon  in 
sales  in  1996.  And  it  reinvigorated  the 
core  Gap  chain  through  international 
growth,  new  ads,  new  products,  and  in- 
novative partnerships.  "They  have  a 
Neiman  Marcus,  a  Macy's,  and  a  J.  C. 
Penney,"  says  Todd  D.  Slater,  an  ana- 
lyst at  Lazard  Freres. 

That  breadth  has  helped  pump  up 
sales.  Gap  Inc.'s  comparable  store 
sales  rebounded  5%  last  year, 
while  total  sales  rose  21%.  And 
at  a  time  when  most  retailing 
stocks  ai'e  undeiioerforming  the 
market — the  volatile  Indus- 


TOY  STORY 

Gap  has  started 
experimenting 
with  outside 
partners  to 


as  Gap  Barbie, 
which  hit 
stores  over 
the  holidays 


1 


tiy  gi'oup  was 

up  18%  in  the  past  year,  compared  with 
22%  for  the  Standard  &  Poor's  500-stock 
index — Gap's  long-lagging  stock  climbed 
46%.  "We  think  they  can  continue  to 
grow  earnings  at  a  15%  annual  rate," 
says  Janet  Bunch,  a  vice-president  at 
Montag  &  Caldwell  Inc.,  an  Atlanta  in- 
vestment adviser  and  one  of  Gap's 
biggest  shareholders. 

How  did  Gap  manage  to  broaden  its 
reach?  Industry  experts  say  it  began 
with  the  52  year-old  Drexler,  a  14-year 
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veteran  who  became  ceo  in  1995. 
ckey  has  made  the  transition  from 
•chant  prince  to  executive,"  says 
West  Securities  Corp.  retail  analyst 
ert  F.  Buchanan,  who  credits  him 
1  a  new  emphasis  on  strategy  and 
vation.  Ideas  ai'e  emerging  at  such  a 
ded  pace  that  Gap  maintains  what  in- 
cs  dub  "the  vapor  list"  to  track  those 

can't  be  implemented  immediately, 
ne  of  the  most  visible  change.s — ag- 
sive  store  expansion — gi'ew  out  of 
tier's  study  of  highly  branded  com- 
es, such  as  Gillette,  McDonald's,  and 
;.  Drexler,  who  pored  over  Coca-Cola 
;  annual  report,  says  these  brands 
ved  him  that  ubiquity  could  be  a 


CEO  DREXLER:  .  \ 

strategy  and  innovation 


powei-fiil  business  foi-- 
mula.  "The  first  thing 
that  hits  you  is  that 
you  can  buy  them  in 
a  lot  more  places  than 
you  can  buy  Gap," 
says  Drexler.  "We 
knew... we'd  have  to 
have  our  products 
available  at  more 
locations." 

The  result:  Gap 
shops  have  started 
popping  up  in  such 
unconventional  sites 
as  stiip  malls  and  air- 
ports. "That's  a 
change  in  thinking 
about  where  we 
should  be  selling  our 
products,"  says  Drex- 
ler. Old  Navy  already 
accounts  for  a  quarter  of  the  company's 
retail  space  and  contributes  an  estimated 
16%  of  total  sales  after  just  three  years 
in  business.  Banana  Republic  has  added 
stores,  including  some  men's-only  and 
women's-only  outlets.  BabyGap,  once  just 
a  subset  within  Gap  Kids,  now  has  17  of 
its  own  locations,  with  40  moi'e  planned 
for  this  year.  All  told,  the  company  now 
operates  1,651  stores  in  the  U.  S.  and  an 
additional  209  abroad.  And  next  year. 
Gap  will  spend  some  $400  million  to 
increase  overall  retail  space  by 
18%.  Still  on  the  vapor  Ust:  a  sep- 
arate Old  Navy  for  kids. 
But  ubiquity  means  more 
than  just  a  lot  of  new  storefi'onts. 
Gap  has  started  to  plaster  its  brand 
names  on  everything  from  nail  polish 
to  watches.  "The  essence  of  a  mega- 
brand  is  leveraging  your  brand  into 
other  product  categories,"  says  Adelle 
B.  Kirk,  manager  of  consumer  market- 
ing at  Kurt  Salmon  Associates,  a  re- 
tail consulting  firm. 

OVERLAP.  But  before  Banana  Republic 
could  levei'age  its  name,  it  had  to  figm-e 
out  what  that  name  meant.  A  few  years 
ago,  it  was  a  weak  imitation  of  the  Gap 
chain  with  an  odd  safari  overlay.  Com- 
pany sm'veys  showed  an  80%.  overlap  at 
one  point  between  Gap  and  Banana  Re- 
public shoppers.  "It's  hard  to  out-Gap 
the  Gap,"  says  Drexler.  So  Banana  Re- 
public tossed  out  almost  everything  ex- 
cept the  name  and  started  over.  Out 
went  the  fake  palm  tr-ees.  In  came  rich- 
looking  fixtiu'es  and  leather*  sofas  along 
with  new,  upscale  merchandise.  It 
added  bedsheets  in  November  after 
r-esear-ch  r-evealed  that  customer's  craved 
mor-e  Banana  Republic-style  merchan- 
dise. "People  wer-e  saying:  'I  don't  just 
want  to  shop  at  Banana  Republic.  I  want 
to  live  there,' "  says  Div.  Pr-esident 
Jeanne  Jackson,  hired  in  1995.  That 
helped  boost  sales  by  an  estimated  18% 


jihasis  on 


in  each  of  the  past 
two  years.  Jackson  is 
now  planning  a  Ba- 
nana Republic  cata- 
log— a  business  aban- 
doned in  1988. 

Gap  also  is  stretch- 
ing itself  with  new 
advertising  and  mar-- 
keting  strategies — 
something  it  needed 
after-  some  lackluster 
campaigns.  In  Decem- 
ber, it  joined  the  Cy- 
ber Age  with  the 
laimch  of  a  Gap  stores 
Web  site,  complete 
with  an  inter-active 
dr-ess-up  doll.  Old 
Navy  has  hosted 
splashy  stor-e  openings 
featur-ing  celebrities 
such  as  Cindy  Cr-awfor-d.  And  Banana 
Republic  has  begun  sponsor-ing  outside 
events — such  as  the  Aspen  Food  &  Wme 
Festival — to  appeal  to  its  affluent  cus- 
tomer base.  Gap  also  retui-ned  to  TV  ad- 
vertising after  a  fom--year-  hiatus.  All  this 
comes  at  a  hefty  pr-ice.  Gap  spent  r-ough- 
ly  $90  million  on  adver-tising  in  1996,  up 
fr-om  $64  million  in  1995. 
BALANCING  ACT.  Gap  is  no  longer"  afraid 
to  look  beyond  its  own  executive  offices 
for  new  pr-oducts  and  ideas.  Dr-exler-  r-e- 
cently  handed  over-  author-ity  for-  pr-oduct 
development  and  marketing  to  each  r-e- 
tail  division,  a  move  that  led  Banana 
Republic  to  hire  an  outside  ad  agency. 
New  York-based  Bar-on  &  Bar-on.  Gap 
has  also  started  hooking  up  with  outside 
partners  to  produce  such  co-branded 
mer-chandise  as  Gap  Barbie,  which  ap- 
pear-ed  on  shelves  over-  the  holidays.  A 
link  with  the  National  Basketball  Assn. 
led  to  testing  sports  apparel  with  pro 
team  logos  for  kids. 

Not  ever-y  new-product  experiment 
has  been  a  winner-.  The  company  is 
scrapping  such  poor  sellers  as  paper 
goods  and  electr-onics.  Wliat's  mor-e,  cus- 
tomers began  to  complain  that  Gap  had 
moved  too  far-  fi-om  its  roots.  "We  never 
want  to  hear-  the  customer  say  'You  have 
nice  sunglasses,  but  I  can't  find  jeans  in 
my  size,' "  says  Fisher  Concedes  Drexler-: 
"We  took  on  a  few  too  many  initiatives." 

Drexler  insists  that  the  new  emphasis 
on  brand  extensions  vrill  not  come  at  the 
expense  of  Gap's  devotion  to  basic  re- 
tailing. He  still  reads  all  customer-  letter's 
adcb-essed  to  him  and  visits  stores  week- 
ly. He  admits,  however,  that  balancing 
Gap's  past  with  its  ambitious  future  will 
be  tricky.  After  all.  Gap  nray  be  opening 
a  lot  of  new  stores,  but  it  isn't  just  a  r-e- 
tailer  anymore.  Unless  you  think  that 
Coca-Cola  just  makes  soda  pop. 

By  Linda  Himelstein 
i}i  San  Francisco 
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People 


RISING  STARS 


IF  IT'S  ON  THE  FRITZ, 
TAKE  IT  TO  JANE 

She's  behind  Sears'  home-improvement  and  repair  push 


It  was  a  big  basketball  game  in  the 
small  town  of  St.  Albans,  W.  Va. 
Jane  J.  Thompson,  star  fonvard  for 
the  St.  Albans  Highline  Baptists, 
knew  her  team  was  outgunned  by  the 
older,  taller  girls  from  St.  Francis 
Catholic  Church.  But  her  team  had  an 
edge — they  had  just  come  from  a  giddy 
birthday  party.  As  they  dribbled  and 
passed  to  victoiy,  Thompson 
absorbed  a  lesson  that  helps 
her  nearly  tlu'ee  decades  lat- 
er. The  secret,  she  says: 
"Rela.x,  and  play  a  better 
game." 


SEARS,"  says  Skip  Helm,  a  retail  ana- 
lyst with  William  Blair  &  Co.  in  CWcago. 

Whether  Thompson  oi'  anyone  else 
can  consolidate  the  mom-and-pop  in- 
dustry is  an  open  question.  But  "if  ever 
there's  a  brand  name  that  could  work, 
it's  Sears,"  says  Gary  M.  Stibel,  princi- 
pal with  New  England  Consulting 
Grouj)  in  Westport,  Conn. 


enough  to  be  co-opted  by  the  old  ]; 
tices,"  Martinez  says.  • 

Thompson  may  seem  an  unli 
leader  for  a  dirt-under-the-nails  I 
ness  like  home  repair.  But  don't  leti 
Harvard  mba  and  perfect  manicuret 
you.  Her  father  was  a  union  pijx'i: 
and  her  mother  a  nurse — as  \\  c 
her  basketball  coach.  Her  school  n 
had  similar  backgi'ounds.  Says  Tin 
son:  "I  didn't  know  what  social  eh 
were  until  I  went  to  college  and 
about  them  in  a  sociology  texilx 
Nancy  Karch,  a  senior  partnei-  at 
Kinsey  &  Co.  in  Chicago  whu 
known  her  for  20  years,  says:  'Ma 
quite  thoughtful  about  peo|)lc, 

tremely  well-inten-  

tioned,  and  not  at  all  DRIVEN:  , 
political."  Thompson  is  Thorn 
Sears'  fourth-highest-  sees  her  /j| 
paid  executive,  pulling  as  a  stepj. 
down  total  eompensa-  stone 


Jane  Thompson 

AGE  45 


TITLE  President,  Sears 
Thompson,  45,  is  tiying  to    "^o^^ie  Services  


stay  loose  as  she  implements 
Sears,  Roebuck  &  Co.'s 
riskiest  gi'owth  strategy:  its 
drive  to  dominate  the  frag- 
mented $160  billion  market 
for  appliance  repairs  and 
home  improvement.  The 
game  plan  laid  down  by 
Chairman  and  ceo  Arthur 
C.  Martinez  calls  for  Thomp- 
son's Sears  Home  Services 
division  to  triple  its  rev- 
enues, to  $10  billion,  in  four 
years.  To  that  end,  he's 
putting  lots  of  advertising 
and  training  dollars  on  the 
line,  not  to  mention  his  own 
reputation,  as  he  talks  up 
the  ijlan  to  Wall  Street. 
MISTRUST.  With  slow  growth 
pi'ospects  for  Seal's'  820  mall- 
based  stores.  Wall  Street  loves  the  jjlan 
to  consolidate  repair  and  home-improve- 
ment services  under  a  national  brand 
name.  Sears  already  has  repair  and 
home-improvement  personnel  in  place 
nationwide,  and  it  can  afford  the  tech- 
nology to  repaii'  today's  comjjlicated  elec- 
tronic goods.  And  Seal's'  name  and  giiai'- 
antee  of  satisfaction  could  overcome 
consumers'  mistmst  of  repaii*  people — the 
retailer's  studies  say  its  reputation 
bounced  back  after  its  own  1992  auto-re- 
pair scandal.  "This  is  a  big  opportunity  to 
create  one  big  portfolio  of  services.  No 
matter  what  your  problem  is,  dial  1-800- 


EDUCATION  B.S., 

business  administra- 
tion, University  of 
Cincinnati;  IVIBA,  Har- 
vard business  school 

CAREER 

1973-1976:  Procter  & 
Gamble,  brand 
manager 

1978-1988:  McKinsey  & 
Co.,  senior  partner 
1988:  Joined  Sears 
as  vice-president  for 
planning 

1993-1995:  Headed 
Sears  Credit  Group 

PERSONAL  Married, 
two  children 


Thompson  is  used  to  challenges.  After 
she  joined  Sears  as  vice-president  of 
planning  in  1988,  she  was  dismayed  to 
realize  the  depth  of  its  troubles.  Prices 
were  high,  customer  service  dismal,  and 
earnings  slipping  away.  When  Mailinez, 
named  vice-chairman  in  1992,  launched 
his  bold  revival  plan,  Thompson  was 
part  of  his  inner  circle.  She  had  won 
him  over  with  her  analysis  of  problems 
and  her  willingness  to  initiate  such  cb-as- 
tic  moves  as  closing  more  than  100 
stores  and  axing  the  venerable  catalog. 
"She  had  just  enough  experience  inside 
Sears  to  grasp  the  issues  and  not 


tion  111  si.^  million  in  1995.  l!;- 
doesn't  stop  her  from  riding  aloi 
repair  trucks  to  get  a  sense  of  1 1 
stacles  technicians  face. 

Crunch  time  comes  later  tlii- 
when  Sears  rolls  out  a  national  ad 
paign,  "The  Service  Side  of  Sea 
play  on  its  successful  "Softer  Siiii 
gan.  Ads  being  tested  in  six  citi( 
generating  double-digit  percent  a  s 
creases  in  repair  calls.  That  i  ^ 
Thompson's  14,000  employees  mi 
ready  to  go.  Eveiy  week,  hundi  i  i 
retrained  in  the  latest  gadgetr.\ 
important,  they're  being  taught  i 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT 


EClSIONS  ARE  TOUGHER. 


ME  IS  CRITICAL. 


ESOURCES  ARE  LEANER. 


sIDTHE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WONT  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flovv 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Pov^erful,  award-winning  data  warehousing, 
OLAR  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
'.AS  Institute,  with  a  proven  track  record 
f'jf  continuous  innovation  and  reliable 
L.upport  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 
at  bw@sas.sas.com 


919.677.8200    Fax  919.677.4444  wv/w.sas.com/vlsion/ 


SAS  IS  a  registered  trademark,  and  CFO  Vision  a  trademark, 
ot  SAS  Institute  Inc  Copynghit  ©  1996  by  SAS  Institute  Inc 


Get  Online  and 
get  In  Touch! 

Visit  Business  Week  Online's 

Small  Business  Center  on  America  Online 

Business  Week  Online's  Small  Business  Center  is  a  place  where  small-business 
owners  and  entrepreneurs  can  find  hard-to-get  news  and  information  important 
to  their  needs.  All  the  stories  and  Special  Reports  about  small  business  that  have 
appeared  in  Business  Week  since  January,  1994,  are  available-including  the 
Enterprise  editions.  But  that's  just  the  beginning.  There's  plenty  more  to 
explore-and  to  do: 


AHEND 


specially  scheduled  online  conferences  featuring  experienced 
entrepreneurs  who  can  answer  your  questions.  [33MuI!EIISI3  °" 
message  boards.  Exchange  ideas  with  your  colleagues  and  find  out  what  works 
for  them,  and  what  doesn't.  itllt!!l!i  jfll  easily  to  World  Wide  Web  sites  for 
small  business  flagged  by  BW  as  best  bets-or  to  many  other  sites. 
Bllliviilfafl'nii  transcripts  of  past  online  conferences  about  small  business 
and  other  relevant  subjects.  ■iLiiairi'iM  with  Business  Week  editors. 
l?HnM3BfAii*iJi  Use  BW  Onllne's  Small  Business  Center  in  the  way  that 
works  best  for  you  and  your  business. 

From  the  Business  Week  Online  main  screen,  click  the  BW  Plus!  button, 
then  select  BW  Online's  Small  Business  Center  from  the  list  of  BW  Plus!  choices. 
For  online  events  about  small  business  and  entrepreneurs,  check 
BW  Online's  Conference  Calendar  (via  the  Talk  &  Conferences  screen.) 
See  you  online! 
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I  diskette  including  10  free  hours  on  AOL, 
1-4848  and  mention  Business  Week. 


other  Sears  services — to  recommq 
fiuiiace-cleaning  dui-ing  a  repaii-  ca 
example.  Thompson  encourages 
ers  to  see  themselves  as  part  of  a 
er  effort.  "I  really  believe  the  fron 
person  wants  to  do  a  good  job  ai 
on  a  winning  team,"  she  says. 
AMBITIONS.  Despite  Sears'  fast-gi 
plans  for  Home  Services,  she  isn't 
ing  in.  Over  the  past  year  she  has 
hundreds  of  focus  gToups  to  figur 
what  matters  to  home-repah*  custo 
It's  a  studied  approach  she  refinec 
ing  10  years  at  McKinsey  in  Chicaj 
intent  is  Thompson  on  making  the 
changes  that  she  listens  to  tapes 
cus  gi'oups  on  her  50-minute  drive 
her  home  in  posh  Lake  Forest,  I 
Sears'  Hoffman  Estates  headquar 
Thompson  has  proven  she  ca 
results.  In  1993,  after  she  asked  t 
a  line  business,  Martinez  name( 
head  of  Sears  Credit  Group.  She 
ered  credit  standards  and  opened 
than  11  million  new  accounts  in 
95,  transforming  credit  from  a 
port  operation  into  a  compe 
unit  with  aggressive  growth  ta 
During  her  three-year  tenure,  o] 
ing  profit  climbed  34%,  to  an  estii 
$2  billion. 

But  she  wasn't  satisfied.  "I  felt 
playing  Wimbledon-quahty  tennis 
I  wasn't  in  center  court,"  she 
When  Martinez  offered  her  the 
to  builJ  Home  Services,  she  jumj 
it.  While  dodging  succession  ques 
Martinez  notes  that  Thompson 
very  effective  executive  and  has 
tions  that  go  beyond  her  cuirent 
As  she  did  in  credit,  Thomp 
benchmarking,  building  a  manag 
team,  and  developing  a  written 
values  for  the  division.  She's  s 
strong  believer  in  values  statei 
she  had  her  family  write  their  o^ 
years  ago.  At  points,  she  says, 
sembles  the  Credit  Group's  stat( 
which  embraces  integi-ity,  fairness, 
ness,  and  mutual  respect. 

Despite  a  heavy  travel  sch 
Thompson  recently  became  ass 
coach  of  her  10-year-old  daughter 
ketball  team.  Sundays  are  reserv 
her  daughter,  14-year-old  son,  an 
band.  She  still  loves  competitive 
though  she  quit  playing  polo  in  1 
ter  a  fall.  She  misses  more  school 
than  she  would  like,  but  her  kid 
complain:  "They've  never  known  r 
other  way." 

Although  Thompson  has  her 
full,  she  admits  she  sees  her  Hon 
vices  post  as  a  stepping-stone, 
picture  myself  running  a  major 
ration  some  day,"  she  says  unabaie 
Sounds  as  though  her  boss  can. 
By  Susan  ( '/ 
in  Hoffman  Est" 
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New  PC  Partners  from  CASIO 

-     More  capability,  more  versatility,  more  mobility. 


I  HANDHEy^PC 

:assiopeia 

A-l  0  2MB  RAM   A-1 1  4MB  RAM 


utomatic  data  links  with  a  Windows®  95  desktop  PC  Internet  access  on  the  go 

imply  attach  the  CASSIOPEIA  to  the  optional  latge/mini  dock  connected  to  Use  IVIicrosoft®  Pocket  Mail  to  send  and  receive  e-mail  anywhere  you  are 

Windows®  95  desktop  PC  for  easy  linking  and  data  synchronization.  Use  Microsoft®  Pocket  Internet  Explorer  to  surf  the  Net. 

uilt-in  Microsoft®  Pocket  Word/Microsoft®  Pocket  Excel  'internet  access  requires  a  modem  and  the  subscription  to  an  internet  provid 

ctwerful  New  Microsoft®  Windows®  CE  Operating  System  Backlit  display  makes  for  easy  viewing,  even  in  total  darkness. 


Oft,  Windows  Ihe  Windows  Logo  and  the  Microsoft  Internet  Explorer 

re  either  registered  trademarks  or  trademarks  of  Microsoft  Corporation 

Imted  States  and/or  other  counlries 

IS  a  registered  trademark  of  Adobe  Systems  Incorporated 

PlioloDeluxe  is  a  trademark  ol  Adobe  Systems  Incorporated 

nd  ixlaPhoto  are  trademarks  ol  ISR  Group  Limited 


'All  displays  shown  in  this  advertisement  are  photographic  facsimiles 


©  1996  CASIO  Inc  570  lull  Pleasant  Avenue,  Dover,  NJ  07801 
TEL  201-361-5400  FAX  201-361-3819  httpV/www  caslo  com/ 

For  the  stores  nearest  you,  call  1-800-327-1266  now. 
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STRATEGIES 


HARRAH'S 

GOES  FOR  BROKE 

It  keeps  expanding  despite  a  round  of  setbacks 
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I  vras  IfeS-i  thi.: 


-:ec| 


-rail 


.  .    .  _  Orl 
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into  separate    .  .'r.   .  .:r 

Harrahs  big  plans  have  crappe( 


RfVERBOAT  GAMBLER. 


rla:.     -  --^^  al 
19.  That's  let-  "  June  J 

'.'i:'r.  of  near...         ...  rr.ooar5 

.   ::g  anwhere,  and  New  Orle^ 
3Tipt."  sa%-5  one  institutional 
recently  sold  part  of  his 
V.  e're  r        .     •    :  reasons  lol 

around."   '/^-^  are  exg 

:o  faD  ¥'c.  to  -514'.  r.  SI.? 

ji  revenue. 

Such  problems  won.  .a< 
tHnitives  retreat.  Not  ; 
Executive  Philip  G.  Satre.  an  attj 
and  onetime  P.      ?  "^v  'i-ebacrj 
though  over-         .        ...irt  : 
tire  industr;.-.  iatre  i^rgir-g 
pIijTiMng  -5955  million  into  currer.: 
and  riverboat  expansions.  "I  t> 
'.:an  create  our  ovm  destiny,"  say- 

So  far.  Harrahs  has  seemed  de 
mostly  for  trouble.  Consider  the 
panys  eight  riverboats,  which  | 
turr.ed  in  eye-popping  results. 
--.  11.  ryjsi,  for  example, 
tixar.  v/y-l  on  invested  capital  fc| 
years  running  after  it  opened  in 

But  -with  competition  heating 
boats  now  face  rough  going, 
'jash  flow  is  expected  to  faD  ne 
this  year  with  the  laimch  of  eon 
riverboats  in  northern  Indiana, 
the  overbuilt  Turdca  Ciliss.; 
where  Harrahs  opened  a  200-r 
near  one  of  its  two  riverboats 
1996.  its  operations  are  losing 
wonx  rum  a  profit  until  199fe. 
y  because  of  rival  Grand  Cs 
iilO  million  casino,  located 
•rTveen  Harrahs  and  Memphis- 
-TiOst  of  Tunica's  gamblers.  "'' 

SATRE:  Projects  in  Vegas — and  2\ 


Nationwide  Coverage 

SkyTel  was  the  first  to  offer  nationwide  paging. 
You  can  choose  to  use  this  service  all  the  time, 
or  just  when  you  need  it. 


Internet  Access 

Communicate  with  millions  ■ 
of  Internet  e-mail  users  ■] 
through  your  pager.  ; 


Can  your 


ClQthis? 


Voice  Mail 

A  toll-free  voice  mail  system 
that  pages  you  when  you  have 
a  message. 


Page  Recall 

Retrieve  messages  when  you've 
been  out  of  your  coverage  area  or 
if  your  pager  has  been  turned  off. 


24-hour 
Customer  Service 

Helps  you  anytime, 
anywhere. 


Ability  to  Reply 

ShyTel  2-Way''is  the  only 
paging  system  that  lets  you  respond} 
to  messages  right  from  your  pager,  j 


Whether  you  need  basic  paging  to  stay  in  touch  locally  or  a  sophisticated  system 
[to  keep  you  in  touch  nationwide,  SkyTel  has  the  technology  and  customer  support 
to  make  it  all  happen.   Call  1-   800-8    1    5-953  5. 

'©1996  SkyTel, 


How  The  World  Stays  In  Touch" 
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money  has  been  made,"  says  analyst 
Richard  Byrne  of  Memll  Lynch  &  Co. 

Still,  Satre  dismisses  any  worries, 
noting  that  the  boats  suipassed  his  1996 
cash-flow  goal  of  $200  million  "so  fast  it 
made  my  head  spin."  And  by  1998,  Hai-- 
rah's  expects  a  25%  return  on  its  $675 
million  total  riverboat  investment.  But 
that's  still  far  below  Harrah's — and  Wall 
Street's — original  hopes.  In  an  effort  to 
beat  back  the  competition,  the  company 
is  spending  lavishly  to  create  hotel  space 
near  riverboats  and  expand  the  size  of 
the  boats  themselves. 

Satre  has  reason  to  hope  the  boats 
keep  chugging:  They're  key  to  his 
broader  marketing  strategy.  The  plan 
centers  on  the  "Gold  Card,"  a  ft-equent- 
flier-style  progi-am  that  offers  gamblers 
hotel  and  gaming  incentives  to  visit  all 
of  Harrah's  properties.  With  21%  of 
Harrah's  customers  on  the  plan,  more 
than  twice  that  of  any  rival,  it's  one  of 
the  industry's  most  successful  progi'ams. 
CASH  POOR.  Gold  Card  members  won't 
stop  in  New  Orleans  anytime  soon, 
though.  In  December,  1995,  Harrah's 
wrote  off  its  initial  $76  miUion  invest- 
ment in  the  land-based  casino  after  it 
overestimated  the  demand  for  gambling 
and  the  state  moved  to  renegotiate  its 


take.  Harrah's  tempo- 
rary casino,  meant  to 
lure  gamblers  while 
the  permanent  one 
was  under  construc- 
tion, faUed.  And  Satre 
still  must  sign  a  new 
contract  with  the 
state  and  win  court 
approval  of  the  casi- 
no's financial  restinc- 
turing.  The  total  cost 
of  the  scaled-down 
project  will  hit  $900 
million,  more  than 
twice  the  original  bud- 
get. Some  say  the  de- 
bacle could  hurt  HaiTah's  bids  to  build 
casinos  in  Detroit  and  other  cities. 

Such  mishaps  have  taken  a  toll  on 
the  company's  balance  sheet.  Although 
debt  stands  at  a  comfortable  53%  of 
capital,  Harrah's  $330  million  in  cash  is 
only  about  half  its  1995  level.  To  placate 
fiaistrated  investors,  HaiTah's  is  using 
some  of  its  remaining  cash  to  repur- 
chase up  to  $200  million  of  its  stock. 

If  WaU  Street  is  to  ante  up  with  Hai-- 
rah's  again,  the  company  must  remain  a 
big  draw  for  middle-market  gamblers 
in  Las  Vegas  and  Atlantic  City.  Satre 


HARRAH'S  INVESTORS  FOLD 

40 


HARRAH'S  ENTERTAINMENT 

MONTHLY  STOCK  CLOSE 


Q  I      I      I      I      I      i      I      i      '      I      i      i      '      '      i      I      I      i  ' 

JULY  '95  JAN.  14,  '97 

A  DOLLARS    DATA:  BLOOMBERG  FINANCIAL  MARKETS 


thinks  he  can  kt  c 
gamblers  hapji;, 
spending  $200  m  j 
on  a  35-storv 
and  more 
space  in  Vega.-. 
$405  million  to  cn, 
the  Atlantic 
property.  He's 
shopping  for  asn 
Vegas  propertx  i 
$600  millioi.' 
range.  But  Hai ; 
won't  be  building 
ficial  volcanoes 
rate  ships.  Satre 
he  wants  to  buik 
flashy,  more  hospitable  casinos  foi 
customers.  "We  want  to  concentra 
the  HaiTah's  brand,"  Satre  says. 

Satre  does  have  one  ace  u] 
sleeve:  Han-ah's  overseas  efforts 
fii'st  project,  a  casino  and  hotel  in 
Zealand,  has  already  earned  back 
rah's  $78  million  investment  in 
and  Satre  is  planning  a  casino  a 
old  Clark  All-  Force  Base  in  the  I 
pines.  Still,  Harrah's  woes  mea 
odds  are  against  it  hitting  the  ja 
anytime  soon. 

By  David  Oreising  in  Met 


Small  business  owners 

are  known  for  their 


Here's  another  one.  Tune  In  to  America  At  Work  for  the  next  six 
weeks.  You'll  find  out  how  ingenious  small  business  owners 
like  you  use  technology  (along  with  helpful  relatives)  to  market 
themselves,  find  new  customers,  and  solve  problems  in  new, 
creative  ways. 

Look  for  America  At  Work  on  the  USA  Network,  Saturday 
mornings  at  9:30  a.m.,  EST/PST. 

January  18:  The  Business  of  Customers 

January  25:  From  Zero  to  Sixty  in  Thirty  Days 

February  1:  More  Time,  More  Money  —  Getting  it  All  Done 

February  8:  Communicate,  Collaborate.  Cooperate 

February  15:  Roadmap  to  the  Internet 

February  22:  l-ligh-Tech/High-Return  Mari^eting 


Microsoft  Hi^ 


HEWLETT 
PACKARD 


To  learn  how  technology  can  help  you  run  your  small  business  even  better,  call  1  800  60  SOURCE,  Dept.  B152. 

©  1997  Microsoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation.  All  other  trademarks  are  the  property  of  their  respective  oviiner 
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n  transferring  the  nnoney  for  your  semester  abroad.  Take  lots 


Banking  24  hours-a-day.  No  lines.  No  tellers. 
No  waiting.  Simply  point,  click,  and  you're  on. 

Bank  on  America  Online.  Pay  bills . . .  transfer  funds  . 
and  check  your  balance.  All  in  the  comfort  of  your  own 
home.  Count  on  America  Online  to  bring  you  the  ease 
and  convenience  of  banking  from  home. 

There's  something  for  everyone  on  America  Online. 


Would  you  pay  an  interest  rate  of 
60%  to  borrow  a  few  bucks 
against  your  direct  deposit? 

LASTDAYf  Take  our 
MoneyWhiz/Bank  Rate  Monitor 
CYBERPOLL  on  online  banhingi 

Anyttme.  Anywhere.  Any  Way 
Bankrng  from  Citibank- 


CmBAN<0 
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HThe  Tabtcco  Tut 

A  speoil  newi  collechtm  on 
Tobtcco't  pUnt  to  get  u  ound  Q\e  new 
FDAregt 

■BW  Daily  Biiefing 

Ointon  vs  Saddam  A  rvew  online 
tinvey  Pluj  Kej  tnaikehrtfc  fiom 
BW  and  S&P 

From  tracking  your  portfolio  to  "chatting"  about  your 
favorite  hobby.  From  breaking  news  to  business  forums. 
From  non-stop  sports  action  to  unlimited  Internet  access. 

Plus  you  can  enjoy  BusinessWeek  Online.  Leaf  through 
the  magazine's  electronic  pages  for  global  business 
information  and  analysis  -  before  it  hits  the  newsstand. 
Even  interact  with  editors  and  newsmakers  online. 


Time  really  is  money. 
America  Online. 


Now  you  can  manage  both  with 


PERSONAL" 


Simply  point,  click,  and  you're  ON 

Try  AOL  FREE  fsp  50  Hours-  caii  Today  1  -  800-784-1  1  1  7 

1 1)  f  World  s  Host  Popular  Internet  Online  Service     a  m  e  lyi^c  a 
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MARKETS 


IS  THE  MARKET 
JUST  PLAIN  NUTS? 

No.  Higher  rates  are  being  trumped  bv  strong  earnings 

HI 

tional 
less. 


onth  after  month,  the  stock  mar- 
ket keeps  confounding  its  critics. 
Strategists  see  yearend  forecasts 
eclipsed  within  weeks.  Tradi- 
valuation  yardsticks  prove  use- 
And  in  recent  weeks,  stocks 
smashed  through  a  barrier  that  conven- 
tional wisdom  says  should  have  stopped 
them  dead  in  their  tracks:  higher  inter- 
est rates.  The  yield  on  the  30-year  Trea- 
stirv^  bond  is  more  than  40  basis  points 
higher  than  it  was  in  early  December 
Rather  than  swooning  in  s^Tnpathy  with 
bond  prices,  however,  the  Dow  Jones 
industrial  average  has  vaulted  240 
points  since  Dec.  2.  And  in  the  first  10 
trading  days  in  Januan.',  it  broke  six 
new  records. 

Normally,  the  fear  that  inflationary' 
pressures  would  spur  the  Federal  Re- 
serve to  hike  interest  rates  spills  over 
from  the  bond  market  into  stocks.  After 
all,  higher  rates  could  cut  into  corpo- 
rate profits  through  higher  borrowing 
costs  and  weaker  consumer  spending. 
But  the  market  seems  to  be  "absorbing 
a  potential  rate  hike — or  even  more 
than  one,"  says  Laszlo  Birinyi  Jr.,  of 
Birinji  Associates  Inc.,  in  Greenwich, 
Conn.  Birinyi  expects  to  see  continued 


6.85 


economic  strength  and  a  broadening  of 
the  rally  to  include  more  strength  in 
cyclical  stocks.  He  "wouldn't  be  sur- 
prised to  see  the  Dow  near  8000"  at 
yearend. 

LESS  FEAR.  Federal  Reserv^e  ChauTnan 
Alan  Greenspan  may  question  whether 
"irrational  exuberance" 
is  at  work,  but  there 
are  a  host  of  rational 
explanations  for  the 
market's  advance.  The 
prospect  of  stronger 
earnings  seems  to  be 
overshadowing  the 
fears  associated  with 
higher  interest  rates. 
"If  the  Fed  is  pushing 
rates  higher  and  you're 
going  to  see  a  reces- 
sion, then  you  sell  your 
stocks,"  says  Bluford 
Putnam,  chief  strategist 
for  Bankers  Trust  In- 
vestment Management. 
"But  if  the  market  is 
pushing  interest  rates 
higher  because  the 
economy  is  doing  well, 
then  you  raise  your 


DESPITE  RISING  RATES 


STOCKS  HAVE  SOARED 
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earnings  forecast  and  j: 
stocks."  That  approach  wck 
in  the  first  five  montl 
1996,  when  bond  jieldsfo 
from  5.95%  to  more  thai? 
yet  the  Dow  gained  m'  "  - 
10%.  Notes  Jeffrey  A} 
chief  investment  stra:-  _ 
Lehman  Brothers  In>. 
stock  market  can  tant 
same  data  about  decn]. 
growth  and,  even  th^ 
bond  market  is  selling 
say:  'If  job  growi;h  i>  ' 
then  demand  is  0.  K..  - 
porate  profits  are  0.  K 
we  can  ignore  the  boii  l 
ket  for  a  while.' " 

Fourth-quarter  eanu:.. 
indeed  off  to  a  strong 
"We're  seeing  a  trend  : 
general,  earnings  surprises  are  p  ~ 
says  Stanley  Le%ine.  director  oi 
tative  research  at  First  Cai 
Fourth-quaiter  earnings  for  the 
panies  reporting  as  of  Jan.  13  ai't 
in  2.3%  higher  than  expected.  '  < 
companies,  16  reported  earning-  - 
cantly  different  from  the  expectati 
of  these  16,  12  were  positive  sur; 
On  Jan.  14,  Intel  Coi-p.  pronded 
stunner,  reporting  earnings 
double  those  for  the  same  perioi  i 
ago — and  way  above  expectatioi . - 

With  inflation  low,  the  quality 
ings  remains  strong.  Excluding  i'^ " 
energj'  costs,  the  consumer  priet 
rose  just  0.1%  in  December.  "Pe*  i 
saying,  '  This  is  great.  We've  got  ^ 
that's  not  generating  inflation. 
EHzabeth  J.  Mackay,  investment 
gist  at  Bear,  Steams  &  Co. 
Inflows  into  equity  mutua, 
slowed  in  De 
but  are  back  ' 
vengeance.  Funti 
are  usually  stra 
January  as  bonu.-i. 
ey  is  invested,  qin 
ly  {tension  contii^ ' 
are  made,  and  : 
tirement  plar. 
started.    At  < 
Schwab  &  Cii. 
than  S653  milli 
cascaded  intu 
funds  by  Jan.  li  - 
pai-ed  to  .$60  mill- 
all  of  December 
pace  continue? 
flows  will  top  ll 
bilhon  that  poui'i 
Schwab  last  Ja 
"There  was  a 
pent-up  demam' 
Tracev  Gordi 


JAN  U, 


DEC.  2,  '96  JAN.  14.  '97 
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tesperson.  "On  January  1,  it  was  as 
he  starting  gun  went  off,  and  in- 
;ors  said,  'We're  back.' " 
Iritics  warn  that  should  the  market 
•act,  small  investors  could  bolt  and 
their  support.  But  small  investors 
3  routinely  used  mai'ket  dips  as  buy- 
opportunities.  Ralph  J.  Acampora, 
dential  Securities  Inc.'s  technical  an- 
t,  sees  baby  boomers  fueling  the 
ket  with  regular  retirement  contri- 
ons  for  the  next  decade.  Acampora 
envisions  a  Dow  of  8000  by 
•end. 

he  market  may  also  be  getting  a 
;t  from  foreign  investors.  Interna- 
al  investors  have  been  moving  into 
.  stocks  since  the  third  quarter  of 
i,  and  "interaction  with  European 
its  shows  that  [the  buying]  is  con- 
ing," says  Gail  M.  Dudack,  chief  eq- 
strategist  at  UBS  Securities  Inc. 
;le  friends.  This  new  source  of 
s  may  prove  volatile.  "It's  a  whole 
and  unexpected  development,"  says 
ack.  The  risk,  she  says,  is  that  such 
irs  ai'e  currency  players  rather  than 
ation  players.  "As  long  as  the  dollai- 
trong  and  the  market  holds  up, 
"11  keep  their  money  here,  but  they 
be  very  fickle  if  the  currency  goes 
1st  them,"  she  says, 
udack  and  other  mai'ket  mavens  are 
erned  that  the  market  is  getting 
d  of  itself.  "Equity  valuation  hasn't 
;d  that  strong  since  October,  and 
fone  up,"  she  says.  "This  is  a  hq- 
y-diiven  market,  pure  and  simple." 


correction  may  not 
took  small  investors, 
it  a  dollar  drop  could 
spook  foreigners 


;  Douglas  R.  Cliggott,  J.  P.  Morgan 
rities  Inc.'s  equity  strategist:  "In 
I  ast  couple  of  days  we've  been  talk- 
I  tbout  a  fully  valued  market.  We've 
I  !d  ahead  of  what  cuiTent  earnings 

ctations  would  justify." 
)  le  stock  market  has  a  long  histoiy 
(  itwitting  those  who  follow  it  for  a 
1 1,  however.  At  yearend  1995,  the 
'j  msus  of  more  than  40  strategists 
i;  'yed  by  business  week  was  for  a 
^  ise  in  the  Dow  in  1996.  It  jumped 


When  surveyed  about  prospects 
997,  expectations  were  again  for  a 
ain.  As  of  Jan.  14,  the  Dow  was  up 
■  No  doubt  1997  will  be  a  volatile 
But  with  inflation  low  and  the 
)my  strong,  the  bull  is  on  track  to 
■und  the  gums  once  again. 
By  Suzanne  Woolley  in  New  York 


COMMODITIES 


EVEN  MIDAS  MIGHT  NOT 
TOUCH  THIS  MARKET 

A  central-bank  sell-off  could  depress  the  gold  market  further 


By  nature,  goldbugs  are  true  behev- 
ers.  But  the  past  year  has  been 
enough  to  rattle  the  faith  of  even 
the  most  committed  zealots.  From  $418 
an  ounce  last  February  on  the  New 
York  futures  market,  gold  plummeted 
relentlessly  to  a  three-year  low  of 
$354.70  on  Jan.  14.  Moan's  Jean-Marie 
Eveillard,  manager  of  SoGen  Gold  Fund: 
"If  gold  doesn't  move  up,  even  I'll  have 
to  be  discouraged." 

What's  behind  the  debacle?  Mainly, 
selling  by  European  central 
banks  during  the  year  and 
the  threat  of  future  sales. 
One  likely  motive  for  selling 
is  the  banks'  desire  to  im- 
prove returns  by  shifting 
more  assets  into  income-pro- 
ducing financial  investments. 
The  Dutch  government  was 
a  key  catalyst  last  year,  sell- 
ing 300  tons,  one-third  of  its 
reserves.  Piggybacking  on 
the  Dutch  divestitures,  short- 
selling  by  commodity-fund 
managers  added  force  to  bul- 
Hon's  decline. 

"MYTH."  At  the  same  time, 
bearish  gold  traders  are  bet- 
ting that  central  bankers  will  cash  in 
thousands  of  tons  of  gold  to  help  meet 
the  debt  and  budget-deficit  criteria  re- 
quired by  Europe's  planned  move  to  a 
single  currency  in  1999.  If  those  sales 
occur  or  accelerate,  which  some  bears 
see  as  likely,  they  could  sink  the  mar- 
ket for  years  to  come.  Alarmists  warn 
that  even  the  gold-loving  Swiss  are 
priming  the  pump  for  sales,  a  situa- 
tion akin  to  McDonald's  getting  out  of 
the  hamburger  business.  "We're  blow- 
ing away  the  myth  that  central  banks 
will  sit  on  gold,"  declares  analyst  Andy 
Smith  at  Union  Bank  of  Switzerland, 
whose  long-term  forecasts  peg  gold  be- 
low $300. 

As  if  that  weren't  enough,  anemic  in- 
vestment demand  has  contributed  to 
the  malaise:  Japanese  investors  whose 
buying  propped  up  the  market  in  1995 
bought  38%  less  of  the  metal  in  1996, 
partly  because  a  stronger  yen  made  dol- 
lar-denominated gold  more  expensive. 
Inflation,  always  gold's  best  friend,  has 
been  quiescent.  And  booming  stock  mai'- 
kets  ai"e  attracting  such  a  huge  share  of 
investors'  funds  across  the  globe  that 
gold  seems  beside  the  point.  "Who 


needs  an  alternative  investment  if  fi- 
nancial assets  keep  going  up?"  complains 
SoGen's  Eveillard. 

Many  seers,  though,  say  gold  prices 
are  nearing  bottom  and  predict  the  mar- 
ket will  return  to  a  relatively  dull,  nar- 
row trading  range.  They  say  that  cen- 
tral banks  will  be  cautious  about 
unloading  an  asset  eamnarked  as  insur- 
ance against  disaster,  making  huge  sales 
unUkely.  Indeed,  the  mai-ket  may  be  re- 
acting to  a  thi'eat  that  will  never  mate- 

A  GOLDBUG  S  NIGHTMARE 

GOLD  FUTURES 

PRICE  PER  OUNCE 


JAN,  14, 


DATA:  BLOOMBERG  FINANCIAL  MARKETS 


riahze,  says  J.  Clarence  Morrison,  ana- 
lyst at  Pnidential  Secuiities  Inc.  "We've 
seen  nothing  cataclysmic,"  he  notes. 

Moreover,  fundamentals  look  sup- 
portive: Mine  production  still  lags  well 
behind  jeweh'y  and  fabrication  demand. 
Even  if  currency  unification  inspires 
modest  central-bank  selling,  that  will 
do  little  more  than  keep  the  market 
fi"om  rallying  too  sharply,  rather  than 
force  it  to  historic  lows.  To  be  sure, 
goldbugs  betting  on  a  surge  in  the  met- 
al could  have  a  long  wait.  But  the  beai's' 
worries  have  run  their  course  for  now, 
says  Vahid  Fathi,  metals  analyst  at  Ev- 
eren  Securities  Inc.:  "Most  of  the  cor- 
rection is  behind  us." 

Investors  who  want  to  stay  in  gold 
should  look  beyond  bullion  and  explore 
midsize  stocks  with  strong  production, 
reserves,  and  cash  flows,  such  as  Col- 
orado's Getchell  Gold  Corp.  and  Aus- 
tralia's Plutonic  Resources  Ltd.,  says 
gold-fund  manager  Victor  Flores  at  U.  S. 
Global  Investors  Inc.  "Look  for  value," 
he  urges.  And  don't  expect  too  much 
action.  For  battered  goldbugs,  a  bit  of 
dullness  could  be  a  welcome  relief. 

By  Greg  Bums  in  Chicago 
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Finance 


LATIN  DEBT 


i 


WHArS  HOnER  THAN  SALSA? 
LATIN  BONDS 

High  yields  and  improved  fundamentals  are  winning  converts 


Thirty-five  percent.  That's  the  av 
erage  return  investors  earned 
last  year  on  Latin  American 
bonds,  about  10  times  what  U.  S. 
Treasuries  dehvered.  Shunned 
as  high-risk  by  all  but  the  most 
venturesome  just  a  few  years 
ago,  Latin  debt  is  now  in  such 
demand  that  issuers  sold  a 
record  $50  billion  in  bonds  on 
global  markets  in  1996  (chart). 
What's  more,  1997  is  off  to  a 
running  start. 

With  Mexico's  1994  currency 
collapse  all  but  forgotten,  in- 
vestors snapped  up  a  $1  billion 
Mexican  government  bond  is- 
sue in  the  fii-st  week  of  Januaiy 
That,  and  other  recent  global 
issues  in  cun-encies  from  hra 
to  yen,  enabled  Mexico  to  an- 
nounce on  Jan.  15  that  it  is 
paying  off  the  remaining  $:3.5  billion 
owed  to  the  U.S.  and  $1.5  billion  to 
the  International  Monetary  Fund  from 
the  1995  bailout.  Argentina  plans  $3  bil- 
lion worth  of  offerings  through  March, 
on  top  of  $2  billion  sold  in  December 
That  will  take  care  of  more  than  half  of 
the  $8.5  biUion  the  govemment  needs  to 
raise  from  bond  issues  for  the  year,  says 
Economy  Minister  Roque  Fernandez. 

All  told,  Latin  bond  deals  ah'eady  in 
the  pipeline  for  1997  come  to  about  $40 
billion,  says  J.  P.  Morgan  &  Co.  With 
more  corporations  and  banks  joining 
governments  in  the  quest  for  cash,  some 
market  watchers  think  this  year's  total 
volume  could  exceed  the  1996  record. 

What's  driving  the 
market  is  a  search  for 
high  yields  as  interest 
rates  have  fallen  around 
the  world.  Emerging- 
market  fimds  have  been 
joined  by  investors  who 
in  the  past  gave  Latin 
debt  short  shrift:  pension 
fimds,  insurance  compa- 
nies, and  high-yield  in- 
vestors who  typically 
buy  U.  S.  junk  bonds. 
They  are  attracted  by 
the  tidy  premiums  Latin 


LATIN  AMERICA'S 
BORROWING  BINGE 


0- 


'95 


92  '93  '94 
A  BILLIONS  OF  DOLLARS 

DATA  ING  BARING  (U  S  )  SECURITIES  INC 


boiTowers  are  paying,  FRUITFUL  YEAR 

even   though   rates   .i      A    '  iV, 
have    been    driven  Already  in  me 
down  by  investors'  in-  pipeline:  Some 
creased  liquidity  and  ^.r.  u-n:      •  t 
the  perception  of  de-         DllllOn  in  Laim 
dining  risk.  Me.xico's  bond  offerings 
latest  10-year  bond, 
for  example,  pays  3.35  percentage  points 
over  comparable  U.S.  Treasuries,  1.1 
points  less  than  the  premium  the  Mexi- 
cans paid  a  yeai-  ago. 

With  risk  premiums  falling,  the  re- 
turn to  investors  won't  be  as  high  as 
last  year's,  although  investors  are  likely 
to  earn  a  respectable 
15%  in  interest  and  capi- 
tal gains.  But  investors 
still  find  the  narrower 
spreads  over  Treasuries 
attractive  because  Latin 
issuers  are  seen  as  in- 
creasingly creditworthy. 
By  controlling  inflation, 
cutting  spending,  and 
hewing  to  free-market 
policies,  Latin  "govern- 
ments are  doing  an  out- 
standing job,"  says  Si- 
mon  Nocera,  chief 


investment  officer  for  emerging  la; 
kets  fixed  income  at  Chancellor  i 
set  Management  in  San  Franciscd 
never  seen  better  fundamentals." 

Another    reason  investors 
warmed  to  Latin  debt  is  that  n.ii 
the  borrowing  is  being  used  to  |!;i 
expensive  short-teran  bonds  and  re 
them  with  bonds  at  lower  rates , 
longer  maturities.  Argentina's  I, 
bond  offering,  at  rates  yet  to  be  d 
mined  by  underwriters,  includes 
year  tranche  that  is  the  im 
Ai'gentina  in  U.S.  dollu 
that  matuiity.  Mexico 
30-  and  20-year  bom! 
year.  Just  after  the  pi 
sis,   such   long  matin 
would  have  been  uniin 
able.   "People  have 
proven  right  to  go  bai  I 
invest  in  those  mai  k 
says   David   C.  Mul 
worldvdde  vice-chainii 
Credit  Suisse  First  I  '-i 
INDiGESTION?  For  a  r< 
with  a  history  of 
v/oes,  problems  coiili 
surface.  The  Argt  i 
government,  for  e\M 
should  be  able  td 
the  $8.5  biUion  it  i 
for  debt  falling  due 
the  country  may  ha\ 
borrow  double  that  am 
to  cover  the  fiscal  and  ciii' 
account  deficits  and  privau 
tor  debt.  Kristin  Lindow , 
analyst    for  Argentina 
Moody's  Investors  Sei-\i( 
New  York,  worries  thai 
country's  appetite  for  e\ii 
borrowing  is  gi'owing  an 
debt  load  could  increase 
something  interrupts  the  [market's 
ingness  to  refinance,"  she  asks, 
where  are  they  going  to  go?" 

One  potential  jolt  for  Latin  boiTo 
would  be  a  steep  hike  in  U.  S. 
And  political  jitters  may  be  stir, 
congressional  elections  in  Mexico 
Argentina  and  by  the  debate  in  I 
over  President  Fernando  Hem 
Cardoso's  bid  to  change  the  cons 
tion  so  he  can  ran  for  reelection. 

Even  without  such  snags,  the 
kets  may  have  trouble  absorbing  a  I 
new  issues.  "At  some  point,  thei 
digestion  problem,"  says  Ali  Naqvi, 
of  emerging-market  bonds  at  Citi 
Global  Asset  Management  in  New 
But  given  the  strong  demand  for  I 
debt,  it  may  be  a  while  before  inve 
and  borrowers  need  to  wony. 

By  Elisabeth  Malkin  m  Mexico 
with  bureau  reports 
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COMIVIENTARY 

By  Michael  Schroeder 

TAKE  A  HARD  LOOK  AT  WALL  STREET'S  SOFT  DOLLARS 


Much  of  the  recent  Presidential 
campaign  was  paid  for  by  so- 
called  soft  money — contribu- 
ons  that  evaded  campaign-financing 
,ws.  Wall  Street  has  its  own  form  of 
ippery,  dubious  currency,  dubbed 
;oft  dollars."  When  an  investment 
lanager  at  a  mutual  fund  pays  a 
(•okerage  house  commissions  to  buy 
•  sell  securities,  the  firm  in  return 
ill  often  send  back  soft  dollars,  in 
16  form  of  such  services  as 
:search,  to  the  investment  manager. 
That  may  seem  innocuous.  But  the 
•rangement,  in  effect,  allows  fund 
ajnagers  to  use  commissions,  which 
6  paid  by  investors,  to  buy  re- 
arch  and  other  services  that  should 
;  paid  for  by  fund  managers.  Money 
anagers  often  select  brokers  on  the 
isis  of  who  pays  the  largest  soft- 
illar  rebates — instead  of  who  offers 
e  lowest  brokerage  rates  or  the 
3St  favorable  trade  execution.  Stat- 
less  elegantly,  fund  managers  are 
king  money  out  of  investors'  pock- 
3.  According  to  Greenwich  Asso 
ites,  at  least  $600  million 
brokerage  commissions 
ent  annually  by  mon 
managers  is  con- 
rted  into  soft  dol- 
•s.  Some  money 
magers  beheve 
i  total  tops  $1 
lion. 

The  Securities  & 
:change  Commis- 
n,  quite  properly, 
now  taking  a 
rd  look  at  this 
ictice.  Says  sec 
airman  Arthur  Levitt 
:  "The  use  of  soft  dollars  trou 
;s  me  because  the  interests  of  in- 
itment  advisers  can  be  put  before 
at  of]  their  cUents."  In  1986,  the 

approved  a  "safe  harbor"  for 
/thing  that  "assists  [money  man- 
jrs]  in  the  decision-making 
)cess."  But  many  practices  range 

beyond  that  definition. 
DEQUENT  AUDITS.  To  Lee  A. 
kard,  a  lawyer  representing  the 
t-dollar  lobbying  group  Alliance  in 
sport  of  Independent  Research, 

issue  is  much  ado  about  nothing, 
t  only  is  the  practice  reasonable, 

incidents  of  abuse  are  rare,  he 
s,  and  SEC  enforcement  actions 
'e  been  few  and  far  between.  In- 


creased government  scrutiny  in  the 
past  few  years,  he  adds,  has  caused 
advisers  and  funds  to  become  more 
circumspect  about  accepting  ques- 
tionable soft-dollar  services. 

There  are  grounds  to  doubt  that 
assessment.  The  sec  audits  many  in- 
vestment advisers  so  infrequently — 
an  average  of  once  every  eight  or 
nine  years — that  the  extent  of  im- 
proper payments  easily  may  have 
gone  undetected.  "We  hear  of  too 
many  instances  of  bad  practices. 
That  makes  this  issue  important  to 
us,"  says  Barry  P.  Barbash,  director 


By  accepting  "free 

services"  from 
brokers,  funds  are 
taking  money  out  of 
investors'  pockets 


of  the  SEC's  Division  of  Investment 
Management. 

To  determine  the  magnitude  of 
abuse,  the  sec  undertook  a  massive 
review  in  mid-November,  examining 
the  books  and  practices  of  hundreds 
of  brokers,  dealers,  investment  man- 
agers, and  mutual  funds.  It's  too  ear- 
ly to  tell  what  the  investigation  is 
turning  up. 

The  betting  on  the  Street  is  that 
the  SEC  will  find  a  load  of  smelly 
practices  that  fall  outside  the  rules. 
These  days,  securities  executives  say, 
brokers  often  pay  for  such  "re- 
search" services  as  rent,  phone  bills, 
and  computer  hardware.  Harold  S. 


Bradley,  head  trader  at  the  Twenti- 
eth Century/Benham  fund  family  in 
Kansas  City,  Mo.,  says  he  recently 
got  a  CD-ROM  from  Merrill  Lynch  & 
Co.  promoting  dozens  of  soft-dollar 
services,  including  a  $200,000  trading 
system  desk.  Says  a  Merrill  spokes- 
woman, "The  products  are  consistent 
wdth  the  SEC  guidelines." 

A  growing  number  of  fund  groups 
is  starting  to  distance  themselves 
from  soft  dollars.  Twentieth  Century 
was  among  the  first  to  stop  entering 
into  soft-dollar  arrangements  about 
three  years  ago.  Other  groups  have 
followed  suit,  including  Scudder, 
Stevens  &  Clark  Inc.  and  tiaa-cref, 
the  huge  teachers'  pension  fund. 
Vanguard  Group  Inc.,  the  nation's 
second-largest  ftind  family,  directs 
any  rebates  directly  to  its  funds. 

Ideally,  soft  dollars  should  be  ban- 
ished. William  A.  Mcintosh,  former 
head  of  fixed-income  at  Salomon 
Brothers  Inc.,  says  flatly  that  "the 
practice  itself  is  an  abuse."  Political- 
ly, though,  an  outright  ban  is  a 
nonstarter.  It  would  require 
legislation,  and  the  cur- 
rent Republican-con- 
trolled Congress  has 
little  appetite  for 
wiping  out  a  $1 
billion  industry. 

A  more  realistic 
goal  would  be  for 
the  SEC  to  tighten 
the  safe  harbor  defi- 
nition, prohibiting  the 
use  of  soft  dollars  to 
pay  for  anything  that's 
available  for  cash.  That 
would  wipe  out  rebates  for 
such  overhead  as  computers. 
Finally,  the  sec  should  enact  tough 
disclosure  rules.  Under  pressure 
from  a  welter  of  conflicting  interests, 
the  agency  recently  backed  away 
even  from  a  proposed  wishy-washy 
measure.  Levitt  should  be  tine  to  his 
rhetoric;  he  should  require  that  man- 
agers disclose  every  soft-dollar  item 
or  service,  itemized  by  each  broker, 
and  the  cash  value.  That  would  catch 
the  attention  of  investors,  who  might 
well  demand  that  they  get  an  oppor- 
tunity to  enjoy  more  of  the  benefits 
of  the  soft-dollar  gravy  train. 

Michael  Schroeder  follows  Wall 
Street  from  Washi-ngton. 
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BY  GENE  G.  MARCIAL 

DO  BANKERS  RATE 
PAINEWEBBER  A  BUY? 

The  big  guessing  game  among  bro- 
kers: Which  bank  will  gobble  up 
which  brokerage  house — now  that  the 
Federal  Reserve  has  made  it  easier 
for  banks  to  do  so?  Several  investment 
managers  are  accumulating  shares  of 
PaineWebber  Group  (pwj),  one  of  the 
nation's  largest  fi.xll-sei'vice  brokerages. 

One  New  York  investment  manager 
thinks  PaineWebber  is  being  courted 
by  BankAmerica,  the  No.  3  U.S.  com- 
mercial bank,  with  $243  billion  in  assets 

BULLS  GO  FOR  BROKERS.  TOO 
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and  2,000  branches,  mostly  on  the  West 
Coast. 

PaineWebber's  appeal?  It  controls 
assets  of  $250  billion  thi'ough  its  3  mil- 
hon  clients.  It's  "a  very  logical  acquisi- 
tion for  a  bank  that  wants  a  vast 
retail-broker  operation,"  says  the  man- 
ager, who's  building  up  a  4%  stake. 

PaineWebber  Chairman  Donald  Mar- 
ron  has  had  "extensive  and  detailed" 
talks  with  BankAmerica  Chairman 
David  Coulter  about  a  merger  or  an 
outiight  sale,  says  this  pro.  He  adds 
that  two  other  institutions  are  eyeing 
PaineWebber:  One  of  them  has  had 
talks  with  the  brokerage's  top  brass. 

One  partner  in  a  New  York  invest- 
ment bank  says  he  has  also  heard  about 
a  BanliAmerica-Paine Webber  "dialogue," 
which  he  believes  occuired  on  several 
occasions.  He  notes  that  for  PaineWeb- 
ber to  thrive  in  the  deregulated  era,  it 
needs  deeper  pockets  and  a  bigger  pres- 
ence in  the  broad  financial-sei'vices  busi- 
ness. BankAmerica,  on  the  other  hand, 
needs  the  kind  of  retail  operation  that 
Paine Webbei'  has  built.  Spokesmen  for 
PaineWebber  and  BankAmerica  say 
they  don't  comment  on  rumors. 


In  a  buyout,  one  analyst  puts  the 
value  of  PaineWebber  shares,  now  at 
28,  at  55 — about  three  times  the  com- 
pany's 1997  estimated  book  value  of 
$18  a  shai'e.  That  ratio  is  higher  than 
usual  for  brokerages.  But  in  PaineWeb- 
ber's case,  three  times  book  may  be 
deserved  because  of  Paine Webbei''s  em- 
phasis on  the  fast-gi-owing  retail  end  of 
the  business,  says  the  banker. 

Analysts  expect  a  swift  consolida- 
tion of  banks  and  brokerages  after 
Mar.  6,  when  the  Fed's  new  rale  kicks 
in — raising  ft'om  10%  to  25%  the  share 
of  gross  revenues  that  a  bank  may 
earn  fi'om  undei-writing  securities. 

WORD  OF  MOUTH 
AT  EMISPHERE 

The  stock  of  Emisphere  Technologies 
(EMis)  is  on  a  tear:  Trading  at  in 
mid-July,  Emisphere  closed  on  Jan.  14 
above  23.  No,  this  little  drug  outfit 
hasn't  come  up  with  a  cure  for  cancer. 
In  fact,  it  has  yet  to  produce  revenues. 
What  gives? 

Emisphere  is  developing  proprietary 
technologies  to  deliver  orally  certain 
drags  that  can  so  far  be  taken  only 
by  injection.  Poweiing  the  stock's  surge 
are  Emisphere's  efforts  to  sign  up  ma- 
jor dragmakers  as  partners  in  com- 
mercializing its  products. 

One  big  believer  in  Emisphere's 
technologies:  Elan,  a  worldwide  bio- 
pharmaceutical  company,  has  taken  an 
8%  stake  after  foiTning  a  joint  venture 
vdth  Emisphere  to  develop  an  oral  ver- 
sion of  Heparin,  an  anticoagulant  and 
antithrombotic  compound  for  cardio- 
vascular disorders.  Emisphere  Chair- 
man Michael  Goldberg  says  results 
from  the  first  tests  showed  that  "clini- 
cally relevant  levels  of  Heparin  could 
be  safely  deUvered  orally  using  Emi- 
sphere's proprietaiy  earners." 

But  the  biggest  fillip  for  Emisphere's 
stock  lately  is  a  rximor  that  the  com- 
pany is  forming  an  alhance  with  EH 
Lilly,  the  IndianapoUs  drag  giant.  "If 
the  ramors  turn  out  to  be  accurate,  it 
will  be  anothei'  validation  of  the  gi-eat 
promise  of  Emisphere's  technologies," 
says  Barry  Kurokawa,  a  partner  at 
ProMed  Management,  which  invests 
mainly  in  health-care  stocks.  A  deal 
with  Lilly  "will  be  huge  and  involve  a 
number  of  products,"  says  one  New 
York  money  manager.  And  it's  likely 
that  Lilly  will  take  a  big  equity  stake 
in  Emisphere,  he  adds. 

Analyst  Wole  Fayemi  of  Genesis 


Merchant  Group  in  San  FranciC( 
tliinks  the  stock  will  hit  40  in  a  ver. 


ULTRAFEM 
VS.  THE  SHORTS 

Ultrafem  (ufem)  has  had  quit 
ran — way  up  and  way  down — s 
going  public  in  Febraaiy,  1996,  at 
share.  It's  a  favorite  of  the  short - 
ers,  who  have  sold  short  1  millin 
the  7  million  shares  outstandinu. 
trafem  hit  36  in  late  May,  only  to  ^ 
to  20  five  months  later  By  Jan.  1 
had  dropped  to  14. 

The  shorts  feel  victorious:  T 
claim  that  Ultrafem's  chief  prod 
called  INSTEAD  Feminine  Protee 
Cup — an  alteiTiative  to  pads  and  i 
pons  that's  already  approved  hy 
Food  &  Drug  Administration 
patented — won't  sell  well. 

But  the  bulls  believe  the>''ll  tii 
Their  point:  instead,  which  thi 
pany  says  women  can  wear  safe 
up  to  12  hours,  has  made  pr>i, 
gaining  retail  shelf  space  in  its  Fa 
Northwest  test  markets.  Madt 
smooth  nonabsorbent  material,  iNs  r 
is  a  soft  disposable  cup  inserted 
below  the  cervix.  It  holds  rather  t 
absorbs  menstraal  fluid.  | 

"We  think  the 
product  will  be 
successful  and 
will  produce  rev- 
enues and  profits 
much  sooner  than 
expected,"  says 
Michael  Schon- 
berg  of  Dreyfus 
Equity  Growth 
Funds. 

Test-market  re- 
sults have  been 
so  good,  says  one 
company  insider, 
that  several  re- 
tailers have  asked 
Ultrafem  to  roll 
out  INSTEAD  nationally  sooner  than 
planned.  Chains  involved  in  the 
market,  according  to  Ultrafem,  incl 
Thiifty  Payless,  Safeway,  Longs  Di 
stores,  Walgreen,  Albertson's,  F 
Meyer,  and  Lucky  Stores. 

Carol  Winslow,  an  analyst  at 
Angeles  secmities  finn  Jeft'eries  & 
says  INSTEAD  is  the  biggest  advs 
since  the  tampon  was  introduceein 
1933.  She  expects  the  company  to  tn 


MANY  DOUBT  TH" 
INSTEAD  WILL  Sli 


'96  JAN.  14,  ■ 
L  DOLLARS 


DATA  BLOOMBERG  FINANCIAL  N 


profitable  in  the  year  ending  June  t 
2000,  earning  $1.55  a  share. 


lovative  Financial 
lutions  from  Prudential 


Vhy  1  m  5  Americans  Relies 
On  Prudential  to  Protect 
The  Things  They  Love 
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For  50  million  Americans*  Prudential  is  more  than  just  a  familiar  name.  It's  a 
powerful  symbol  of  the  financial  security  that  forms  the  foundation  for  their  lives. 
No  matter  who  you  are,  where  you  are,  or  what  stage  of  life  you're  in,  a  call  to 
Prudential  can  be  an  important  first  step  in  making  the  most  of  your  financial  future. 


Personalized  service  and  ideas 

to  help  you  plan  for  the  future. 

The  financial  decisions  you  make  in  life  can 
have  important  consequences  for  you  and 
your  family  Prudential's  nationwide  network 
of  13,000  insurance 
representatives  are 
committed  to 
making  those 
decisions  a  little 
easier  for  you, 
working  with  you 
one-to-one  to  help 
ensure  a  sound 
financial  future. 


Your  Prudential  representative  con  help  you 
secure  the  protection  you  want. 


More  practical  financial  solutions 
for  today's  changing  needs. 

At  Prudential,  forward  thinking  translates  into 
innovative  financial  solutions.  Whether  you're 
providing  for  your  family  protecting  your 
valuable  assets  or  planning  for  retirement,  you 
can  count  on  Prudential  for  the  products  and 
services  you  need  to  help  you  reach  your 
financial  goals. 


Age 

25 

35 

45 

55 

103 

ni7 

^188 

^337 

122 

138 

233 

453 

225 

268 

475 

955 

380 

475 

865 

1,825 

680 

800 

1,530 

3,420 

p^:^  Prudential  Term  Plus" 

•  A  decade 
of  financial 
protection  for 
one  low 
annual  price. 

•  Freedom 
to  switch  to 
a  permanent 
life  policy 
during  the 
first  five 

years,  without  any  hassles  or  doctors'  exams. 

•  A  wide  variety  of  available  face  amounts — 
starting  as  low  as  $50,000. 

Call  today  for  a  free  brochure. 

Find  out  how  term  life  insurance  can  help  you 
protect  the  ones  you  love. 

1-800-THE-ROCKext.  1229 


MORE  AFFORDABLE  PROTEaiON 

Annual  premium  for  Term  Plus 
convertible  policy  if  paid  when  due. 


,  Face 
Amount 

'50K 

5100K 

5250K 

5500K 

'Rotes  shown  foi  moles,  loles  for  femoles  oie  generally  lower 
Level  premium  gunronteed  for  10  yeors 


(®  Prudential 


ice:  Prudential  1995  onnuol  report.  The  Prudential  Insurance  Company  of  America,  Prudentiol  Plaza,  Newark,  New  Jeisey  07102-3777  MRA  9610642 


Sports  Business 


NEW  VENTURES 


THE  GAME  S  THE  THING 
AT  NIKE  NOW 

It's  barging  into  the  business  of  producing  sports  events 

Fii'st,  Nike  made  sneak- 
ers. Then,  it  paid  huge 
fees  to  top  athletes  to 
wear  them.  Now,  with  the 
launch  of  Nike  Sports  En- 
tertainment, Nike  Inc.  is 
taking  a  long  jump  into  the 
business  of  producing  and 
promoting  global  sports 
events  that  feature  its 
growing  stable  of  super- 
stars, including  Michael  Jor- 
dan, Tiger  Woods,  and  Mon- 
ica Seles. 

Nike  is  kicking  off  this 
ventiu-e  in  typical  in-youi- 
face  style.  In  early  Decem- 
ber, the  Beaverton  (Ore.) 
company  laid  out  a  record- 
setting  $200  million  to  spon- 
sor the  Brazilian  soccer 
team  for  the  next  10  yeai-s. 
Among  other  things,  the 
1994  World  Cup  champions 
will  appear  in  up  to  five 
Nike-organized  matches  a 
year.  Such  deals  seem  to 
have  huge  potential:  Nike's 
first  event.  Hoop  Heroes,  a 
basketball  extravaganza  in 
Japan  in  September  star- 
ring Jordan  and  Charles 
Barkley,  sold  out  in  20  min- 
utes. Track-and-field  meets  in  Japan  and 
Australia  are  planned  for  1998,  and  ne- 
gotiations ai-e  under  way  to  schedule  soc- 
cer matches  between  Brazil  and  other 
Nike-sponsored  national  teams,  iiK-luding 
those  fi-om  Italy  and  the  U.  S.  Tennis 
events  ai-e  on  the  dravmg  board,  as  well 
as  a  golf  toiuTiament  featuring  Woods  in 
Japan  latei-  this  yeai*.  "What  we're  tiying 
to  do  is  be  in  a  position  to  better  utilize 
the  assets  we  have — be  they  incUvidual 
athletes  or  teams,"  says  Ian  B.  Campbell, 
director  of  Nike's  new  ventui'e. 

Their  marketing  value  aside,  the 
events'  tv  rights,  ticket  sales,  and  cor- 
porate sponsorships  could  give  a  big 
boost  to  Nike's  booming  revenues.  On 
Dec.  18,  Nike  reported  earnings  for  its 
fiscal  second  quarter  up  81%,  to  $176.9 
million,  as  sales  jumped  55%,  to  $2.1  bil- 
lion. International  sales,  which  accounted 


:;7',    nf  Xlk.-'s  lul;i|, 

way,  increasing  60%-,  to 


FOOTING  THE  BILL 


Nike  has  laid  out 


for 
the 

$779.3  million. 

Analysts  are  bullish  about  a^^^ 

the  financial  prospects  for  $^00  million  to 

Nike  Sports  Entertainment  sponsor  Brazil's 

since  they  expect  that  the  team  for  10  years 


sale  of  more  Nike  products 
as  well  as  I'evenue  from  tick- 
et sales,  TV  rights,  and  cor- 
porate sponsorships — will 
more  than  offset  hefty  operating  costs. 
And  they  applaud  Nike's  emphasis  on 
soccer,  the  world's  most  popular  sport. 
One  soccer  match,  for  instance,  might 
initially  gamer  .$750,000  from  ticket  sales, 
$1  million  in  TV  rights,  and  some  $200,000 
for  sponsorships.  On  top  of  that,  experts 
estimate  that  Nike  could  snap  up  as 
much  as  $10  million  more  annually  from 
sales  of  soccer  shoes  and  appai-el.  "It's  go- 


the  biggest  such 
soccer  deal  to  date 


ing  to  take  time,  but  it  will  be  sini 
cant,"  says  Smith  Barney  analyst  a 
Landes. 

Becoming  a  big  promoter  of  the  y 
could  also  help  Nike  cut  into  the  n 
share  of  Germany's  Adidas,  thi' 
maker  of  soccer  shoes  and  appaivl. 
gives  Nike  immediate  entree  to  mt 
tional  markets  in  a  huge  way,"  sa,\>  ■ 
lyst  Jennifer  Black  Groves  of  Pm 
(Ore.)  brokerage  Black  &  Co. 

Still,  some  in  the  industry  \\i 
whether  Nike  isn't  spending  a  l>i 
fi-eely.  The  $200  million  Brazili:in 
tract,  for  instance,  which  is  on  t 
money  spent  to  buy  out  the  team  :- 
tract  with  its  previous  sponsor,  la 
ceeds  anything  paid  to  a  soccer  teai 
fore.  "Nike  may  be  its  own  worst 
in  some  regai-d  because  it  has  jacki 
costs  [so  much],"  says  James  T.  f  h  u 
a  foiTner  Nike  executive  who  is  ni  iv 
of  Diadora  America,  a  maker  of 
and  apparel  for  soccer  and  tennis. 
A  SECOND  TRY.  Some  also  questiui 
well  Nike  can  run  a  business  that 
foreign  to  making  shoes  and  cl( 
"Nike  doesn't  sell  sponsorships  fil- 
ing. It  doesn't  sell  tv  rights,' 
Hughes  Noilon,  agent  for  Woods  , 
senior  vice-president  at  Internal 
Management  Group,  the  sports  ma 
ment  powerhou.se  that  produces  a 
sive  roster  of  events.  "It's  not  roi ! 
ence,  but  sponsors  have  to  know 
getting  value  for  their  money."  \h 
the  skepticism,  IMG  is  holding  disci  b 
with  Nike  about  co-sponsorin_u 
events,  including  the  proposed  golf  i 
in  Japan.  Moreover,  says  Norton,  tin 
might  actually  "collaborate"  on  pj  ixl 
future  events.  Nike  acknowledui 
talks  vrith  IM(5  but  says  they  focus 
on  routine  sponsorship  and  on  Ik 
to  sell  TV  rights,  a  job  for  which  N 
considering  several 
companies  as  well.  "\\ 
not  looking  for  {people  t  i 
co-produce  these  e\  • 
says  a  Nike  spokesmaii. 
Sports  Entertainmenijs 
a  new  concept  at  Nil- 
few  years  ago,  it  ex\>' 
the  idea  of  teaming  up 
Michael  Ovitz  and  Cn 
Artists  Agency  to  sta 
jor  sporting  events.  The  two  sii; 
fered  in  their  visions,  and  the  pi 
soon  fizzled.  But  Campbell  and  son 
alysts  quickly  dismiss  the  idea  tli 
new  ventm'e  would  meet  the  sau 
Says  Smith  Barney's  Landes:  "lliii 
timating  what  Nike  can  pull  ofl 
ways  a  bad  idea."  In  other  word- 
don't  do  it. 
Bi/  Lhtda  Himelstein  in  San  Fm 
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VELVET  GLOVES 
FOR  THE  GOP 

Congressman  John  Boehner  crafts  its  milder  message 

Between  his  ethics  woes  and  his 
abysmal  public  image,  House 
Speaker  Newt  Gingrich  is  the  last 
person  Republicans  want  out  front  pro- 
moting their  agenda.  What  the  gop 
needs  is  a  fresh  face,  someone  who  can 
put  a  kindei;  gentler  spin  on  its  plans  to 
balance  the  budget,  cut  federal  pro- 
gi'ams,  and  slash  regulations. 

Enter  Ohio  Representative  John  A. 
Boehner  (pronounced  BAY-ner),  chair 
of  the  227-member  House  Republican 
caucus  and  chief  message  meister  for 
his  party's  agenda  on  Capitol  Hill.  Tall 
and  handsome,  with  piercing  blue  eyes, 
the  47-year-old  former  sales  exec  cer- 
tainly makes  a  slick  pitchman.  And  out 
front  is  where  he  spends  his  time  these 
days,  tiying  to  calm  voter  qualms  about 
Gingrich.  If  the  Speakei''s  personal  trou- 
bles worsen,  Boehner's  clout  coulil  gi-ow. 

Corporate  America  is  certainly  root- 
ing for  him.  Many  CEOs  fret  that  if 
Gingiich  falls,  two  Texas  populists  who 
love  to  bash  Big  Business  will  assume 
the  helm — Majority  Leader  Richard  K. 
Armey  and  (!0P  Whip  Tom  DeLay. 
"Boehner  does  an  extraordinary  job 
reaching  out  to  us,"  says  a  top  coi-porate 
lobbyist.  "Armey  and  DeLay  have  a 
vei*y  negative  view  of  Big  Business." 

Though  no  less  con- 
sei-vative  than  other  (50? 
leaders,  Boehner  says 
it's  time  to  soften  the 
edge  on  Republican  rev- 
olutionary r'hetoric.  In- 
stead of  thr'eatening  to 
eliminate  the  Education 
Dept.,  for  example,  Re 


PLAN  B:  His  clout  could  grow  if  Neivt's  woes  worsen 


REP.  JOHN  A.  BOEHNER 

AGE  47 

DfSTRiCT  8th  District  of 
Ohio,  north  of  Cincinnati 
and  west  of  Dayton.  Elected 
to  Congress  in  1990  with 


contends.  "But  the  105th  will  be  about 
the  quality  of  life  for  all  our  citizens." 

With  polls  showing  two-thii"ds  of  vot- 
ers wanting  Gingrich  to  step  aside,  the 
new  plan  calls  for  the  acerbic  Speaker 
to  focus  on  strategy  and  let  Boehner 
and  others  cany  the  message.  Explains 
the  Ohioan:  "You  are 
beginning  to  see  more 
horizontal  leadership, 
wher'e  a  lot  of  us  will 
be  playing  bigger-  roles." 

And  becoming  tar*- 
gets:  Despite  Boehner-'s 
r'eputation  for  smooth- 
ness,  some   GOP  col- 


publicans  will  talk  about    ^_-'-_"^_°JA^5_y.°J'?l   leagues  blame  him  for 


taking  billions  of  dollar's 
away  from  Washington 
bureaucr'ats  and  giving 
them  back  to  states  and 


BUSINESS  CAREER  Former 
president  of  Nucite  Sales, 
a  manufacturers'  rep  for 
the  packaging  industry 


the  GOP's  image  as  un- 
caring zealots.  He's  al- 
r-eady  butting  heads 
with  DeLay  over  con- 


communities  so  parents    trol  of  the  GOP  message. 


will  have  mor-e  control. 
Likewise,  balancing  the 
federal  budget  will  be 
touted  as  a  way  to  low- 
er car  and  mortgage 
payments.  "The  104th 
Congr-ess  was  'the  Re- 
form   Congress,' "  he 


PERSONAL  One  of  12 

children,  worked  his  way 
through  Cincinnati's  Xavier 
University  by  doing  odd 
jobs,  including  stints  as  a 
janitor  and  a  roofer. 

DATA:  BUSINESS  WEEK 


Says  a  top  str-ategist: 
"Boehner  is  taking  hits." 

Tlie  House  (JOP  caucus 
chair-man — No. 4  in  the 
hierarchy — didn't  help 
his  cause  when  he  used 
a  cellular  phone  for  a 
sensitive  pre-Christmas 


conference  call  with  Gingrich  and  h 
GOP  leader-s.  That  enabled  a  Flii 
couple  to  intercept  the  call,  in  whic  t; 
pols  discussed  ways  to  rebut  charts 
ethics  violations  by  Gingrich.  Newfe 
pledged  to  avoid  such  a  counter-att.k 
GANG  OF  SEVEN.  That's  one  of  th( 
blunder's  Boeliner  has  made  in  his 
rise.  He  joined  Congr-ess  only  six 
ago  after  ramning  a  small  compan\ 
resenting  makers  of  plastics  and 
aging  products.  He  enter'ed  poiitii 
of  "sheer  frust  i 
that  gover-nmen 
choking  the  hv 
terprise  systei 
death,"  he  says. 

Boehner  qu 
made  a  nanit 
vitriolic  critic  i 
way  Democrat 
Congr-ess.  He  \ 
member  of  the 
of  Seven  fresl 
who  pushed  \ 
leaders  to  revc; 
names  of  men 
who    had  hdi 
checks  at  the  I 
bank.  Then  li'' 
C-Span  br'oadca 
House  proceed  II 
blast  Democi  a 
the  House  Pi  is 
fice  scandal. 
When  Repui)^ 
took  control  of  Capitol  Hill  in 
Boehner,  a  Gingrich  confidant,  . 
job  of  communications  strategis 
key  accomplishment:  getting  dis|i 
conservative  gr-oups  to  lobby  td 
for  the  GOP  agenda.  "As  a  busim 
he  relates  to  [our]  issues,"  says  . 
Josten,  senior  vice-president  at  tin 
Chamber  of  Commerce. 

Still,  as  GOP  approval  ratings  sa 
the  wake  of  the  1995  gover-nment 
down,  Republicans  griped  that 
message  was  being  mangled.  "\\\ 
come  across  as  too  harsh  and  num  i 
driven,"  says  gop  strategist  Frai 
Luntz.  Some  blamed  Boehner.  "Hevs 
too  smug  and  has  a  backr-oom  im:e 
says  one  House  Republican  stafferin 
his  defenders  say  the  problem  wsn 
the  messenger'.  "We  didn't  have  a  ' 
B  for  the  goverTiment  shutdown, 
Repr'esentative  Scott  Klug  (R-Wis, 
Boehner''s  job  now  is  to  help  fo;e 
successful  Plan  B  so  that  the  part;-« 
get  past  its  Gingrich  problem.  If  hfi'' 
ceeds,  he'll  earn  the  gratitudf 
GOP  colleagues — and  perhaps  mo\  e 
notch  in  the  Republican  fir-mament 

By  Amy  Borrus  and  Mary  Bet>'^' 
gan  in  Washington 
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GUT 

Also    L  n  o  ic  11    a  s  : 

"the  big  decision  maker" 


Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 
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RMACEUTICALS 


HE  BAHLE  OF 

LOCKBUSTER  HEART  DRUGS 

ut  to  be  an  also-ran,  Bristol  gambles  on  a  costly  study-and  wins 


onfused  by  competing 
I  claims  for  the  newest 
I  of  the  cholesterol-low- 
ering drugs?  You're 
done.  Bristol-Myers 
b  Co.'s  pravastatin,  sold 

avachol,  and  Merck  & 

simvastatin,  or  Zocor, 

a  revolutionary  ap- 

h  to  combating  heart 

!e,  the  nation's  No.  1 

They  are  locked  in  a 

battle  over  a  market 

ited  at  $6.5  bilUon. 

ads  appearing  almost 

where,  Bristol-Myers 
that  Pravachol  is 

1  to  reduce  the  likeli- 

of  a  heart  attack  in 

•  with  high  cholesterol 

1  sign  of  heait  disease. 

,  in  its  ubiquitous  ads, 

!  to  say  only  that  Zo- 

s  been  shown  to  pre- 

death  in  those  with 

lolesterol  who  already 

lad  heart  attacks — a 

smaller  pool  of  poten- 

atients.  What's  not 

rom  the  campaigns  is 

le  drugs,  both  from  a 
of  medicines  called 
,  are  so  similar  as  to 

irchangeable. 

ILAZING.  The  tale  of 
lese  drugs  were  de- 
i — and  why  the  drug- 
s  cannot  make  the 
laims — stretches  over 
rs.  It  demonstrates  the  hurdles 
y  researchers  and  academics  face 
eloping  trailblazing  medicines — 
Uy  the  difficulties  of  putting  thou- 
of  patients  through  prolonged 
.  The  statin  story  also  highlights 
ey  decisions  about  research — 
'^ears  before  products  are  sold — 
d  to  vastly  different  marketing 
for  similar  drugs.  A  bad  choice 
ive  openings  that  smart  mar- 
can  cleverly — if  questionably — 
they  battle  for  turf. 


PRAVACHOL 

Bristol  can  claim  that 
it  helps  to  prevent  first 
heart  attacks 


ZOCOR 

Merck  can  say  that  it 
prevents  death  for  those 
who've  had  heart  attacks 


Bristol  can  make  its  audacious  claim 
that  Pravachol  alone  has  been  proven  to 
help  prevent  first  heart  attacks  only  be- 
cause of  a  rare  misstep  by  rival  Merck. 
In  the  late  1980s,  Squibb,  later  taken 
over  by  Bristol,  was  several  years  be- 
hind Merck  in  pursuing  the  cholesterol- 
reduction  market.  Squibb's  drug,  li- 
censed fi'om  Sankyo  Co.  in  Japan,  would 
be  third  into  the  market  behind  the 
Merck  statins  Mevacor  and  Zocor,  vir- 
tually guaranteeing  only  modest  sales. 
But  Squibb  and  Bristol  took  a  risk  and 


vdsely  backed  a  $35  million, 
five-year  study  on  6,595  men 
in  Scotland,  aiming  to  prove 
Pravachol  could  prevent  fii'st 
heart  attacks  in  men  with 
high  cholesterol.  This  so- 
called  primary-prevention 
study  would  give  Bristol  a 
decisive  edge — if  it  worked. 
"It  was  a  real  long  shot," 
says  Dr.  Mark  E.  McGovem, 
Bristol's  executive  director 
of  cardiovascular  clinical 
research. 

Merck,  for  its  part,  had 
turned  down  a  similar  pri- 
mary-prevention study  that 
almost  certainly  would  have 
let  it  make  the  same  case 
for  Zocor.  Insiders  say  the 
company  was  feeling  pinched 
financially.  It  couldn't  agi'ee 
on  a  study  design  with 
British  researchers  propos- 
ing such  a  trial  and  was  pre- 
occupied vdth  another  land- 
mark effort,  a  then  new 
Scandinavian  study  that  was 
aimed  at  proving  Zocor's 
worth  in  people  who  had  al- 
ready had  heait  attacks.  The 
result:  With  Merck  able  to 
claim  effectiveness  only  for 
the  smaller  market  of  pa- 
tients who've  already  had 
heart  problems — the  sec- 
ondary-prevention market — 
Pi'avachol  has  gi-abbed  21.3% 
of  a  market  once  almost  en- 
tirely owned  by  Meix-k,  and  it  is  rising 
fast.  "It  was  a  mistake,  both  commer- 
cially and  in  teiTns  of  medical  research," 
says  Professor  Richard  Peto,  a  highly 
regarded  Oxfoi'd  University  statistician. 
He  is  now  working  on  an  ambitious 
20,000-patient  study  of  Zocor  that  could 
equahze  the  claims  for  Pravachol  and 
Zocor  by  2000. 

Of  course,  no  one  knew  Pravachol 
would  prove  to  be  such  a  potent  heart- 
attack  beater  in  1987,  when  Squibb 
went  looking  for  reseai'chers  to  test  the 
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)rward-focused  dialog  on  affecting  change. 
This  premier  event  will  take  place  two  weeks 
e  the  historic  return  of  Hong  Kong  to  the  People's 
iblic  of  China — a  dramatic  framework  for  our 
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Don't  miss  the  chance  to  be  a  part  of  this  dynamic 
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di-ug.  Professor  James  Shepherd,  a  re- 
searcher for  the  Royal  Infirmary  in 
Glasgow,  offered  to  lead  a  team  that 
would  recruit  and  follow  6,500  Scots- 
men who  had  high  cholesterol  and  at 
least  one  other  threat  to  cardiovascular 
health,  such  as  a  smoking  habit.  The 
Scots  made  ideal  subjects  because  their 
diets — marked  by  such  delicacies  as  hag- 
gis, the  fat-rich  innards  of  a  sheep  or 

calf  boiled  in  the   

animal's  stomach — 
are  high  in  choles- 
terol-laden fried 
foods  and  dairy 
products  and  low  in 
vegetables.  WTiat's 
more,  widespread 
skepticism  among 
British  physicians 
about  the  utihty  of 
drugs  that  lower 
cholesterol  eUmi- 
nated  the  ethical 
problem  of  putting 
half  the  test  sub- 
jects on  a  placebo. 
FEARS.  At  that 
point,  such  skeptics 
had  reason  to  doubt 
the  value  of  lower- 
ing cholesterol.  Sci- 
entists had  linked 
the  fatty  molecule 
found  in  blood  to 
heart  disease  for 
decades,  but  choles- 
terol-cutting drugs 
had  mostly  proved 
problematic.  Studies 
in  the  1970s  and 
early  '80s  had  sug- 
gested that  while 
such  drugs  as  Atro- 
mid-S.  Lopid,  and 
Questran  cut  cho- 
lesterol and  curbed 
heart  attacks,  other 
problems  could 
arise,  including  can- 
cer and  an  odd  rise 
in  violent  deaths 
and  suicide.  The 
"cholesterol  contro- 
versy" raged  acute- 
ly in  Britain,  where 

early  studies  were  the  most  damning. 
"The  question  was:  'Does  reducing  cho- 
lesterol cause  harm?' "  recalls  Eh'.  Basil  M. 
RiOdnd,  a  Scottish  investigator  who  now 
is  a  senior  ad\iser  at  the  U.  S.  National 
Heart,  Lung  &  Blood  Institute. 

Indeed,  before  Merck  got  approval 
fi'om  the  Food  &  Drug  Administration 
to  sell  the  first  statin,  Mevacor,  in  1987, 
the  drug  had  a  rocky  ride.  In  1980,  the 


company  canceled  its  clinical  trials  on 
Mevacor  amid  baseless  reports  that  a 
related  compound  from  Japan  caused 
cancer  in  dogs.  It  wasn't  until  19S4  that 
researchers  teamed  up  under  the  aegis 
of  the  National  Institutes  of  Health  de- 
cided that  loweiing  cholesterol  was  valu- 
able. They  set  up  the  National  Choles- 
terol Education  Project  in  1985  with 
the  goal  of  reducing  elevated  blood  cho- 


WHY  A  FEROCIOUS  DRUG 
HAS  TO  WHISPER  ITS  MESSAGE 


10  hear  Warner-Lambert  Co. 
marketers  tell  it,  the  best  is  yet 
to  come  in  cholesterol-reducing 
drugs.  Lipitor,  their  new  entry 
among  such  remedies — called 
statins — arrive  in  pharmacies 
by  March,  and  is 
more  potent  than  its 
four  rivals.  It  will 
also  cost  6'7c  less  than 
Merck's  Zocor,  the 
current  leader 

For  now,  Waniei- 
Lambert  and  its  mar- 
keting partner.  Pfizer 
Inc.,  wiU  target  doc- 
tors and  managed- 
care  companies, 
rather  than  con- 
simiers.  Its  competi- 
tors are  using  rv, 
radio,  and  magazine 
ads  to  reach  up  to 
26  million  potential 
U.  S.  patients  direct- 
ly, but  consumer  ads 
for  Lipitor  could  be  tough  to  write. 

Merck  &  Co.  and  Bristol-Myers 
Squibb  Co.  proved  in  massive  multi- 
year  studies  that  theii'  dings  either 
save  lives  or  prevent  first  heart  at- 
tacks— and  the  fda  lets  them  say  so 
in  high-impact  ads.  While  Lipitor 
might  do  the  same,  Warner-Lam- 
bert's more  modest  studies  don't 
prove  that.  And  repeating  the  Merck 
and  Bristol  research  would  be  uneth- 


more 


ical — because  some  contro!  subjects 
would  have  to  be  denied  statins, 
which  are  now  proven  to  work. 

The  result:  Lipitor's  message  to 
consumers — that  it  cuts  cholesterol 
would  pale  besides  its  rivals' 
ads.  And  as  the  fifth 
drug  in,  Lipitor  will 
have  to  fight  for  a 
spot  in  the  S:3  billion 
U.  S.  statin  mai'ket. 

Still,  with  several 
hundred  salespeople 
touting  the  higher 
potency  and  lower 
price  of  Lipitor, 
Merck  and  Bristol 
are  on  alert.  Later 
this  year,  the  statin 
war  could  intensify. 
Germany's  Bayer 
Group  expects  fda 
approval  this  sum- 
mer to  market  an- 


LIMITED  RESEARCH 

Warner's  Lipitor  may  be 
more  potent  than  rivals,  but 
the  company  can't  say  so  yet  other  newcomer, 

cerivastatin — also  re- 
ported to  be  more  potent  than  Zocor 
Bayer  is  negotiating  for  a  U.  S.  mar- 
keting partner 

The  battle  is  even  more  fierce  be- 
cause this  war  has  a  deadline:  When 
Merck's  Mevacor  goes  off  patent  in 
2001 — and  low-priced  generics  invade 
the  market — the  biggest  dollars  will 
disappear.  Until  then,  though,  mar- 
keters' blood  will  be  running  high. 
By  Joseph  Weber  in  Philadelphia 


lesterol  levels  nationwide.  But  when 
Mevacor  was  finally  approved,  it  was 
endorsed  naiTowly  for  cholesterol  re- 
duction, not  combating  heart  disease. 
While  Americans  mostly  agreed  this 
was  a  way  to  attack  heart  disease,  Eu- 
ropean scientists  remained  cool  to  the 
idea.  "It  was  considered  to  be  dangerous 
by  some  doctors,"  recalls  Shepherd. 
But  as  a  respected  medical  leader. 


Shepherd  persuaded  enough  Sc( 
doctors  to  test  Pravachol  on  high 
lesterol  patients.  He  built  up  enthui 
for  the  trial  among  Glaswegians,  { 
by  persuading  them  of  the  prestig( 
ue  of  hosting  a  world-class  trial, 
quent  medical  exams  were  a  pow 
incentive.  And  to  keep  up  the  s 
of  participants — and  keep  them  t 
daily  medications  and  coming  in  foi 

 ular  \isits — he 

more  mundan 
centives.  "We 
them  key  ri 
bumper  stick 
Shepherd  says 
advice  on  dietii 
The  resean 
even  capitalize 
local  sociologj^ 
study  staff 
sure  to  involve 
the  men  in 
test — who  wer 
focus  because 
lesterol-related 
disease  was  vi 
mainly  as 
problem — and 
wives.  This  bo 
drug-taking  an 
proved  diets. 
Scotland,  mer 
not  the  boss,' 
serves  Shep] 
"The  wife  cor 
the  household.' 

Still,  the  eff( 
times  was  a 
slog.  Participan' 
not  know  if 
were  on  the  dr 
a  placebo.  E 
way,  it  wou 
make  them  fee 
ter:  High  chole 
is  a  silent  tl 
And  since  the 
were  blinded  b( 
researchers  anc 
ticipants,  not 
knew  whose  ell 
terol  was  beings 
Making  pa| 
pants  take  thei:! 
each  night  w)| 
challenge,  and  some  30%  of  the? 
dropped  out  over  the  five  years, 
n't  take  it  every  day."  admits  Td 
Dingwall,  a  Glasgow  City  Council  ^ 
ber  who  still  stuck  cut  the  fulS 
years.  "I  was  never  below  70%  [th(^ 
It  just  became  a  habit."  Dingwall 
mits  he  has  since  lapsed  and  no  1^ 
takes  his  medicine. 

Failure  sometimes  loomed.  One  <^ 
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seems  I'm  always 
leduled  to  be  somewhere 
^ry  minute  of  my  business 
).  In  other  words,  every 
:ond  counts." 


rk  H.  McCormack 

ndei:  Chairman  &  CEO 
'  (International 
lagenient  Group) 


Our  747s 
depart  on  time 
99.56%* 
of  the  time. 

A 


Your  Needs.  Your  Airline.  ^ 

lines  understands  your  need  to  be  on  time.  That's  why  everyone  comfort  and  service  wherever  you  journey  with  us.  This 

■■from  maintenance  teams  to  pilots,  from  ground  staff  to  cabin  philosophy  that  your  needs  come  first  has  made  Japan  Airlines  the 

i  dedicated  to  making  sure  our  flights  depart  on  time.  And  preferred  airline  of  many  of  the  most  experienced  business  travelers 

world's  largest  fleet  of  747s,  JAL  offers  you  world  class  to  Asia  for  over  40  years.  Call  1-800-JAL-FONE  for  more  information. 


1  a  1996  report  trom  The  Boeing  Company  for  all  1995  ticketed-passenger  departures,  where  on-iime  flights  are  defined  as  having  no  delays  beyond  1 5  minuies.  no  cancellations,  no  air  turn-backs  nor  divefsions 
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Vs  largest  corporations  at  this  premier  annual  event, 
miss  this  chance  to  get  the  latest  strategies  for 
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Beyond  news.  Intelligence. 
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A  Division  of  The  McGraw-Hill  Companies 


Science  &  Technology 


and  right  on  the  Bristol  work.  In  the 
Scandinavian  study,  where  patients  en- 
tered with  heart  disease,  438 — or  almost 
10% — of  the  participants  died.  Of  these, 
182  had  been  taking  Zocor,  versus  256 
on  the  placebo — a  statistically  significant 
diffei-ence  that  backed  Merck's  claim  that 
the  drug  could  actually  save  lives.  By 
contrast,  with  the  healthier  population  in 
the  Glasgow  study,  141  participants,  or 
just  2.1%,  died.  Among  them,  106  pa- 
tients taking  Pravachol  died,  versus  135 
on  placebo — a  statistical  difference  that 


darkest  moments,  Shepherd  recalls, 
came  early,  in  April,  1989,  when  another 
Glasgow  scientist's  12-year  study  of 
15,000  Scots  suggested  a  link  between 
low  cholesterol  and  higher  cancer  rates. 
The  study,  reported  in  the  British  Med- 
ical. Journal,  was  downplayed  as  less 
convincing  than  the  link  between  high 
cholesterol  and  heart  disease.  But  such 
headlines  as  "Cutting  cholesterol  can 
increase  cancer  risk"  rattled  subjects — 
400  dropped  out.  All  told,  the  trial  suf- 
fered a  fh'st-year  loss  of  about  13%. 
LIFESAVERS.  The  Scots,  however, 
soon  enough  got  some  encourage- 
ment— and  competition.  About  the 
same  time  as  Shepherd  was  testing 
Pravachol,  a  Merck-fimded  study  for 
secondary  prevention — pr-eventing  a 
second  heait  attack — ^was  under  way 
in  Scandinavia.  The  Scandinavian 
Simvastatin  Sui'vival  Study,  known 
as  4S,  was  Merck's  bid  to  prove  that 
cholesterol-lowering  could  save  lives. 
Proving  a  reduction  in  mortality  was 
a  more  aggr-essive  goal  than  reduc- 
ing heart  attacks  and,  Merck  i-e- 
searcher's  thought,  would  produce  a 
more  potent  marketing  claim. 

Conducted  on  4,444  men  and 
women  with  coronary  disease,  the 
study  ran  into  fewer  obstacles  than 
Shepherd's.  Dr.  Terje  R.  Pedersen, 
head  of  cai-diology  at  the  Aker  Hos- 
pital at  the  University  of  Oslo  and 
the  study's  leader,  managed  to  keep 
the  dropout  rate  to  just  11%,  for 
instance.  His  subjects  had  suffer-ed 
heart  attacks  or  had  heart  disease 
ab-eady  and  so  were  motivated  to 
follow  their  doctors'  advice.  The 
Scottish  study  linking  low  choles-  It  jUSt  becaiTie  a  habit" 

terol  and  cancer  shook  few.  In  Scan-  n,  i  *  ■  •  t^v.  n,-  ,n 
,.     .  1  a    ^-    ^    — StuaiJ participant  lommij Dimiwall 

dinavia,  says  Pedersen,   patrents  ^  ' 

are  very  confident  in  their  doctors." 

Still,  there  were  bumps  in  the  r'oad  in 
4S,  too.  In  mid-1992,  the  British  Medical 
Journal  ran  a  letter*  fr'om  a  gi"oup  at 
Oxford  University  ar-guing  that  the  on- 
going trials  were  not  big  enough  to 
prove  that  statins  save  lives.  The  r'e- 
searchers,  whose  proposal  for  a  20,000- 
person  study  Merck  had  canceled,  sug- 
gested there  might  not  be  enough 
deaths  in  these  smaller  studies  to  draw 
firm  conclusions.  The  Oxford  letter  dis- 
couraged some  4S  investigators  and 
spawned  a  brief  rise  in  patient  cb'opouts, 
but  the  organizers  managed  to  persuade 
physicians  that  4S  was  big  enough  to 
prove  claims  about  Zocor.  For  his  part, 
Pedersen  took  his  case  directly  to  the 
Oxfor'd  researchers.  "I  told  them  this 
was  a  rotten  thing  to  do,"  he  recalls. 

As  it  turned  out,  the  critics  were 
MTong  on  the  Merck-sponsored  study 


KEEPING  AT  IT 

"I  didn't  take  [the  test  drug]  every 
day.  I  was  never  below  70%  [though] . 


was  too  small  to  prove  the  drug  could 
save  lives.  But  Bristol  got  a  str-ong 
heart-attack  prevention  claim,  and  fu- 
ture studies  will  likely  provide  pr'oof 
that  Pravachol  is  also  lifesaving. 

Because  it  began  eariier,  Merck's  4S 
study  went  public  fii'st.  The  November, 
1994,  report  all  but  ended  the  choles- 
ter'ol  contr'oversy.  Pedersen  reported  at 
the  American  Heart  Assn.  annual  meet- 
ing and  in  Britain's  Lancet  that  Zocor 
cut  the  risk  of  death  by  30%  overall, 
and  risk  of  coronary  death  by  42%.  So 
Merck  the  following  July  won  the  light 
fr-om  the  FDA  to  say  that  Zocor  was  the 
fii-st  and  only  cholesterol  reducer  to  save 
fives  and  prevent  heart  attacks  in  peo- 
ple with  heart  disease  who  also  had 
high  cholesterol.  The  drug's  sales  soared. 

A  year  later,  Bristol  played  its  trump 
card.  At  the  next  American  Heart  Assn. 
meeting,  in  November,  1995,  Shepherd 


reported  his  results,  published  in 
New  England  Journal  of  Medicine 
found  that  Pravachol  reduced  the  ris 
a  fatal  or  nonfatal  heart  attack  by 
and  this  was  in  men  with  high  ch( 
terol  but  no  history  of  heart  attack 
Bristol  last  July  won  fda  clearanc( 
its  strident  claims  about  helping 
vent  first  heart  attacks. 

For  all  the  differences  in  mai'k( 
claims,  however,  Zocor  and  Prava 
are  treated  as  pretty  much  the  s 
by  practitioners.  Zocor  lowers  ch( 
terol  further,  but  so  long  as 
tients  get  the  desired  reduci 
Pi-avachol  can  be  substituted.  "I 
matter  of  physicians'  choice  anc 
tients'  choice,"  says  Dr.  Jamc 
Cleeman,  coordinator  of  the 
tional  Cholesterol  Education 
gram.  Adds  the  National  H( 
Lung  &  Blood  Institute's  Rifl 
"They're  all  of  a  muchness." 

Future  studies  should  stress 
similarities.  Merck  has  agree 
partly  underwrite  the  20,000- 
son  Oxford  study.  In  three  year 
should  show  Zocor's  power  ag{ 
first  heart  attacks.  Bristol  by 
year  should  get  results  fro] 
9,014-person  Australian  study 
will  likely  prove  Pravachol  h 
prevent  second  heart  attacks. 
FEWER  STROKES.  With  the  ma 
appeal  of  the  statins  establis 
researchers  keep  finding  more  ; 
news  about  them.  Just  last  w 
the  New  England  Jo^irnal  of  I 
icine  reported  that  Merck's  M 
cor  reduced  the  progression  of 
erosclerosis  in  people  who 
undergone  by]3ass  sui-gery.  Andisf 
October,  a  study  in  the  same  jir 
nal  showed  that  Pravachol  Iv 
patients  with  coronary  disease  who 
just  average  cholesterol  levels.  Ii 
reduces  the  incidence  of  stroke. 

Over  time,  the  marketers  coulf 
hard-pressed  to  differentiate  the  d; 
But  no  matter  what  problems  i 
have,  people  whose  fives  are  proloiei 
have  plenty  of  reason  to  be  happyi' 
the  drugmakers  and  rival  scientU 
wage  the  war  of  the  statins,  it  is)a 
tients  who  ultimately  win  the  spoil 
By  Joseph  Weber  in  Philadel  " 


YOUR  HEALTH'  ON  AOL 

On  Wednesday,  Jan.  11,  at  8  p.m.  est,  Dr. 
D.  Roses  of  Duke  University  will  discussiz- 
heimer's  disease  as  part  of  business  week's ^oi 
and  Your  Health"  series  on  America  Online'oi 
can  participate  by  visitmg  business 
area  (keyword:  BW)  or  gomg  to  the  Coli'Pn 
(keyword:  ©Coliseum). 
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'The  tour  takes  mm 
from  coast  to  coast. 

Frontier  is  ri^t 
there  withme.^^ 


One  tehcorrmrnrucatiom 
company  is  dedicated  to 
the  success  ofsmaH  and 
mid-sized  businesses* 
With  Frontier f  you  get 
better  value  and 
one'biR  convenience 
on  the  services 
you  use  most, 
everyday* 


Ciirey  Pavin 

-  PQA  TOUR  Cdmkd,  1996 

-  IJ.S.  Open  Champion,  1995 
-Ryder  Cup  Team,  1995 


Local,  Long  Distance,  Cellular, 
Paging,  Video -Teleconferencing, 
and  Internet  Services 

/roTitier' 


/Now  for  A  Money-Saving  Offer  For  New  Business  Custorrm^! 


Mom  hasn^t  responded 
to  me  in  weeks. 


Helpline  has  . . . 
every  time  Vve  called. 


ALZflfEIMER'S 


The  Alzheimer's  Association  of  the  Greater  Bay  Area  provides 
support  services  and  educational  programs  to  patients,  families 
ASSOC  I ATION    and  caregivers  throughout  the  San  Francisco  Bay  Area. 


Someone  to  SLind  by  You 


In  the  Bay  Area  call  1-800-660-1993 




\\l  omen  of  childheanng  years  need  folic  acid  every 
day.  Because  you  never  know  who'll  he  stopping  hy.  Some 

pregnancies  are  planned.  Some  come  as  a  surprise.  That's  why  all  women  need  folic 
 ' ' """" "" "       " "" "" acid  in  their  diets  before 


,K  


they  become  pregnant,  to 
help  reduce  the  risk  of 


certain  birth  defects.  The 


March  of  Dimes  recom- 


mends getting  .4  milligrams 


of  folic  acid  every  day 


before  and  during  the 


early  weeks  of  pregnancy. 


Folic  acid  can  be  found  in 


some  foods  such  as  cere- 


als, leafy  vegetables,  beans 
and  citrus  fruits.  A  daily 


multivitamin  is  always  a 


very  reliable  source. 


March  of  Dimes 


Think,  ahead  for  a  healthy  baby. 
For  more  information  contact  your  health  care  provider  or  call  the  March  of  Dimes. 


"I  VIEW  PLANNED  GIFTS  A  BIT  LIKE  ORGAN 
DONATION  —  LEAVING  SOME  PART  OF  YOU  THAT 
CAN  IMPROVE  OR  EVEN  SAVE  THE  LIVES  OF  OTHER! 

AFTER  YOU'RE  GONE/' 


-  A  50-YEAR-OLD  KIDNEY  TRANSPLANT  RECIPIENT 

AND  National  Kidney  Foundation  Planned  Giving  Donor 


The  National  Kidney  Foundation  brings  help  and 
hope  to  20  million  Americans  suffering  from 
kidney  and  urinary  disease. 


For  information  on  how  to  plan  a  gift  or  bequest,  contact  th^ 
National  Kidney  Foundation  •  30  East  33rd  Street  •  New  York* 
NY  10016  •  1-800-622-9010 


National  Kidney 
Foundation 


^velopments  to  Watch; 


:D  by  OTIS  PORT 


SCIENCES: 
[GRANTS 
THE  GAPS? 

AND  MORE  OF  SCIENCE'S 

Kstent  advances  are  pop- 
ip  between  the  cracks 
.demic  disciplines  such 
ysics  and  biology.  Yet 
igged  individuahsm  of 
lisciplines  is  proving  to 
idly  entrenched.  To  pull 
academia's  barriers,  the 
ughs  Wellcome  Fund  in 
m,  N.C.,  established  a 
erm  initiative  in  1995 
nvited  research  organi- 
s  to  compete  for  five- 
grants  by  developing 
uns  to  foster  collabora- 
,  the  interfaces  between 
rd  and  soft  sciences, 
t  November,  bwf 
ed  its  first  grants  un- 
e  program.  It  spht  $10 
1  among  two  universi- 
d  two  academic  consor- 
Califomia  Institute  of 
)logy;  Rockefeller  Uni- 
LaJoUa  InterdiscipU- 
Training  Program,  a 
ember  group  based  at 
liversity  of  California- 
iego;  and  Program  in 
natics  &  Molecular  Bi- 
a  consortium  of  12  in- 
)ns  based  at  Florida 
Jniversity. 

next  competition  will 
,his  September.  □ 


THE  GIFT  OF  SILICON  SIGHT 


TO  THE  BLIND,  RESTORING 

even  a  modicum  of  sight 
would  be  a  miraculous  gift. 
Efforts  to  do  that  date  back 
to  the  mid-1970s,  when 
WilUam  H.  Dobelle,  head  of 
the  Dobelle  Institute  at 
New  York's  Columbia  Pres- 
byterian Medical  Center, 
implanted  a  vision  "plate"  in 
the  brains  of  seven  volun- 
teers. This  2-inch-square 
plastic  plate  held  an  8-by-8 
grid  of  electrodes,  each  of 
which  stimulated  different 
cells  in  the  brain's  optical 
region  when  triggered  by 
computer  signals.  It  was 
crude,  but  it  enabled  the 
patients  to  "see"  letters  of 


the  alphabet  in 
their  heads. 

Electronics 
has  come  a 
long  way.  Now, 
scientists  in 
North  Carolina  are 
working  on  a  tiny  chip 
to  be  implanted  in  the  eye, 
not  the  brain.  Their  chip  is 
just  2  millimeters  square — 
yet  wiU  eventually  have  a 
250-by-250  grid  of  elec- 
trodes. That  should  provide 
enough  detail  to  read  a 
newspaper,  says  Wentai  Liu 
an  electrical  engineering 
professor  at  North  Carolina 
State  University.  And  the 
electrodes — "phototransis- 


tors"  developed  by 
graduate  student 
Elliot  McGucken  at 
the  University  of 
North  Carolina  at 
Chapel  Hill— wiU 
be  triggered  by  or- 
dinary light  coming 
through  the  eye's 
pupil,  not  computer 
signals.  However,  un- 
Uke  a  brain  implant,  eye  im- 
plants would  require  healthy 
optic  nerves. 

Liu's  team  expects  to 
have  prototype  chips  with  a 
25-by-25  gind  ready  by 
spring.  They'll  be  tested  for 
biocompatibihty  at  Johns 
Hopkins  University  by  Doc- 
tors Mark  Humayun  and 
Eugene  De  Juan.  □ 


THEY  MIGHT  JUST 
PAVE  THE  STREETS 
WITH  GOLD  

MUNICIPALITIES  HAVE  SPENT 

fortunes  to  beautify  pai'ks  and 
roadsides.  But  when  it  comes 
to  the  roads  themselves,  as- 
phalt prevails. 

Integrated  Paving  Concepts 
Inc.  of  Victoria,  B.  C,  wants  to 
correct  this  lapse  in  imagina- 
tion with  a  patented  process 
called  StreetPrint.  After  the 
asphalt  has  had  the  usual 


roller-smoothing,  StreetPrint 
roughens  it  up  again.  By 
stamping  patterns  into  the  hot 
asphalt,  then  applying  a  poly- 
meiic  cement  to  harden  and 
color  the  surface,  the  company 
can  turn  asphalt  into  a  fair 
semblance  of  brick  or  cobble- 
stone, for  instance.  "If  you  can 
ch"aw  it,  we  can  build  it,"  says 
Pi'esident  John  C.  Simmons. 

Nobody  has  yet  tested  the 
wallpaper  pavement  for  long- 
temi  diu"abiUty.  But  Simmons 
predicts  his  yellow  brick  roads 
win  last  about  eight  yeai-s.  An 


endorsement  came  last  year 
from  the  city  of  Sao  Paulo, 
which  chose  StreetPrint  to 
mai'k  bus  routes.  In  the  U.  S., 
some  traffic  engineers  think 
embossed  pavements  could 
function  as  a  gentle  alterna- 
tive to  speed  bumps.  And 
more  exotic  applications  are 
in  the  pipeUne.  On  its  home 
grounds.  Integrated  Paving 
has  pressed  optical  fibers  into 
decorative  bricks — an  idea 
that  could  one  day  light  up 
whole  stretches  of  driveways 
or-  roads.  Neil  Gross 


fING  MOLECULES  WITH  MINI-MAGNETS 


■J  DENIS  WIRTZ  REACHES 

is  computer's  joystick, 
ays  a  drag-and-drop 
:  that  could  lead  to  new 
to  kill  cancer  and  com- 
ther  black-hat  bugs. 
%  an  assistant  professor 
jmical  engineering  at 
i  Hopkins  University, 
eveloped  a  technique 
las  the  capability  of 
ing  a  single  molecule 
gh  the  body  and  deliv- 
it  to  a  specific  cell, 
t  would  be  done  from 


outside  the  body — 
with  magnetic 
"tweezers"  of  aston 
ishing  dehcacy. 

Molecules  of  dna 
and  other  potential 
drug-delivery 
mechanisms  aren't 
magnetic,  so  Wirtz 
hooks  them  up  to  a 
tiny  iron  bead.  The 
bead  is  just  'Amth  of 
a  micron  in  di- 
ameter, or  even 
smaller  than 


the  transistors  on  micro- 
chips, and  coated  vdth  biotin, 
a  protein  that  readily  at- 
taches to  the  end  of  a  dna 
molecule.  Today,  using  the 
joystick  to  control  the 
magnetic  fields  from 
two  pairs  of  electro- 
magnets, which  tug  at 
the  iron  beads  from 
different  du-ections, 
he  can  di-ag  a 
molecule  across 
a  microscope's 
slide  and  drop 
it  on  a  tar- 
get site  to 


within  1  nanometer,  or  one- 
thousandth  of  a  micron. 
Next,  Wiitz  vrill  add  more 
electromagnets  so  he  can 
move  molecules  in  three  di- 
mensions— and  thus  through 
a  patient's  body. 

Wirtz  says  the  $500,000 
joystick-controlled  system  is 
so  precise  it  can  also  be 
used  to  test  the  strength  of 
interactions  between  a  drug 
and  its  target  cells.  That 
could  provide  invaluable  in- 
formation for  developing 
new  drugs,  not  just  deliver- 
ing them.  □ 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwjan@businessweek.com 
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EYE  SURGERY? 
TAKE  A  CLOSE  LOOK 


Russ  Welti  flunked  his 
first  eye  exam  at  age 
7.  By  the  time  he  was 
an  adult,  the  Seattle  software 
engineer  depended  heavily  on 
thick  lenses  to  see.  So  when 
Welti  heard  about  a  new 
laser  sui'geiy 
last  year 
that  could 
treat  nearsightedness,  he  re- 
seai-ched  his  options  and  flew 
to  Wmdsor.  Ont.,  where  a  top 
surgeon  did  the  operations. 
It  was  a  tuiTiing  point  in  his 
life.  From  the  minor  joy  of 
seeing  a  clock  clearly  from 
bed  eveiy  morning  to  a  new- 
found confidence  in  dealing 
with  other  people,  he  says, 
"I  felt  like  a  new  person." 

Testimonials  similar  to 
Welti's  are  becoming  a  staple 
for  eye  surgeons  eager  to 
spread  the  word  about  a  new 
procedm'e  called  lasik  (laser 
in-situ  keratomileusis)  that 
can  remedy  extreme  near- 
sightedness. It  is  one  of  a  se- 
ries of  operations  involving 
surgical  incisions  or  lasers. 
Developed  in  other  countries, 
the  procedui'es  are  gradual- 
ly revolutionizing  eye  cai-e  in 
the  U.  S.,  especially  the  treat- 
ment of  nearsightedness,  or 
myopia.  The  surgeiy  flattens 
the  curve  of  the  cornea,  the 
clear  window  at  the  fi"ont  of 


HEALTH 


the  eye,  which  refi-acts  hght 
onto  the  retina,  at  the  back. 
Some  surgeons  believe  it 
won't  be  long  before  contact 
lenses  and  spectacles  begin 
to  disappear  from  the  66  mil- 
lion American  "myopes"  who 

  wear  them. 

But  the 
other  side  of 
these  highly  praised  proce- 
dures is  less  exhilarating. 
Comea-sculpting  siu-gery  can 
cost  up  to  S2,500  per  eye, 
isn't  covered  by  insurance, 
and  involves  risks,  inconve- 
nience, and  pain  that  are 
sometimes  glossed  over  by 
ardent  proponents.  To  com- 
phcate  the  decision,  today's 
contact  lenses  and  eyeglasses 
are  much  improved. 

Debate  about  when  and 
how  to  perform  refractive 
surgery  clouds  the  issues 
even  more.  For  example, 
U.  S.  ophthalmologists  gener- 
ally frown  on  performing 
surgery  on  both  eyes  in  a 
single  session.  The  Food  & 
Dnig  Administration  recom- 
mends a  thi'ee-month  waiting 
period  after  the  fii'st  eye  is 
done.  But  some  siu'geons  still 
do  bilateral  surgery.  Most 
ophthalmologists  also  dis- 
courage colleagues  from  per- 
fomiing  siu'geiy  with  custom- 
designed  lasers  unapproved 


by  the  fda.  Yet  somt 
doctors  do  that,  too. 

The  FDA  has  als< 
specifically  prohibite. 
ophthabnologists  fron 
advertising  lasik  as 
safe  and  government- 
approved.  But  the 
FDA,  which  doesn't 
have  the  authority  to 
ban  the  procedure, 
says  it's  up  to  doctors 
to  infoiTn  patients  of 
risks  and  alternatives. 

Radial  keratotomy 
(RK)    is    the  best 
known  and  longest- 
practiced  refractive 
sui'geiy.  In  RK,  the  siu'geon 
uses  a  special  scalpel  to  make 
incisions  in  a  spokehke  pat- 
tern around  the  cornea.  One 
big  di'awback:  It  may  be  nec- 
essary to  return  for  more 
sui'geiy  to  achieve  your  tar- 
get vision. 

HAIR-SPLITTING.  Photorefi-ac- 
tive  keratectomy  (prk)  has 
been  gi-adually  replacing  rk 
in  many  countries.  Because 
PRK  uses  the  hair-splitting 
precision  of  a  laser,  it  re- 
quii'es  much  less  sui'gical  skill 
than  the  other  procedures. 
Early  last  year,  the  fda  ap- 
proved the  PRK  technique  us- 
ing lasers  made  by  two 
American  companies.  Summit 
Technology-  and  visx.  In  prk. 


Improving  on  Mother  Nature? 


the   surgeon  di- 
rects the  laser's  ultra  r 
pulses  to  the  centfi 
comea  and  removes 
its  inner  layer.  Nint 
10  PRK  patients  can 
with  at  least  20/40 
the  acuity  needed 
operate  a  car,  accon! 
1994  FDA  investigati' 
PRK  has  more  p 
postoperative  problt  i 
RK.  Fh-st,  the  heaiinii 
takes  longei-  and  can 
painful.  About  59* 
patients    need    a  is 
painkiller  in  the  fii-si 
after  the  operation 
some  PRK  patients  dev 
haze  fi'om  the  healing  c 
lavers  that  clouds  th 


RADIAL  KERATOTOMY 
(RK) 


PROS  After  10  years,  53%  of  those  treated 
had  20/20  vision  or  better,  85%  had  20/40  or 
better  Least  expensive:  $800  to  $1,000  per  eye. 

CONS  May  require  several  procedures. 
Cornea  weakened.  40%  of  patients  shifted 
toward  naturally  occurring  farsightedness, 
might  need  reading  glasses  at  an  earlier  age. 
Chance  of  glare,  vision  fluctuations,  and  pain. 


PHOTOREFRACTIVE 
KERATECTOMY  (PRK) 


PROS  65%  of  those  treatea  had  20/20  or 
better  and  95%  had  20/40.  Requires  less 
surgical  skill.  Doesn't  weaken  cornea. 

CONS  More  painful  recovery  period  than 
other  procedures;  may  require  retreatments. 
Vision  fluctuations,  haze,  glare,  halos,  and 
scar  tissue  possible.  Cost:  $2,000  per  eye. 

DATA.  AMERICAN  ACADEMY  OF  OPHTHAtWOLOGY,  BUSINESS  WEEK 


LASER  IN-SITU 
KERATOMILEUSIS  (LASIK 


PROS  Reduces  high  levels  of  myopia 
Recovery  is  faster  and  with  less  pain, 
other  treatments. 


CONS  Legal,  but  not  approved  as  sal 
the  FDA.  Riskier  procedure  that  may  r& 
retreatments;  high  level  of  surgical  ski 
necessary.  Long-term  effects  unknown 
Cost:  $2,500  per  eye. 


sion.  The  haze 
clears  within  a  few 
5,  but  for  a  few,  it's  bad 
1  to  requii'e  more  laser 
lents. 

ijid  PRK  work  best  with 

0  moderate  levels  of 
I.  The  greater  the  cor- 
,  the  more  likely  you 
n  into  problems  such 
e  and  vision  fluctua- 
One  woman  who  had 
ffered  from  glare  that 

1  her  vision  so  badly 
ill  couldn't  drive  at 
hree  months  after  her 
ion.  And  there  is  al- 
he  chance  of  infection. 
;ter  how  minimal  yom- 
ion,  be  prepared  for 
cted  results. 
tID-ZAP.  LASIK  expands 
isibilities  for  treating 
ely  nearsighted  peo- 
ose  who  need  thick, 
ottle-bottom  lenses, 
lybrid  procedure  re- 

both  the  laser  and 
1  cutting.  During 
he  surgeon  uses  a  mi- 
tome — an  automated 

tool — to  slice  a  flap 
ist-heahng  outer  layer 
omea.  Next,  the  sur- 
rects  the  laser  beam 
)nto  the  cornea's  in- 
!r.  Finallv,  the  doctor 


lays  down  the  flap.  Dubbed 
flap-and-zap,  the  procedure 
heals  faster  and  produces  less 
discomfort  than  other  treat- 
ments, but  involves  gi-eater 
surgical  skill  and  risk.  No  one 
has  ever  been  blinded,  but 
surgeons  have  accidentally 
perforated  corneas,  a  vision- 
threatening  mishap  requiiing 
extensive  repair. 

A  small  number  of  lasik 
patients  end  up  with  many 
of  the  same  problems  that 
plagued  some  patients  who 
have  had  rk  and  prk, 
says  Spencer  P.  Thorn- 
ton, a  Nashville-based 
surgeon  who  has  per- 
formed all  three.  Jerry 
Maida,  a  surgeon  who  is 
chairman  of  Global  Vi- 
sion, a  Jacksonville-based 
laser  treatment  chain, 
says  1%  of  his  lasik  pa- 
tients acquire  an  irregu- 
lar or  asymmetric  astig- 
matism, a  focus  problem 
that  can  be  hard  to  cor- 
rect. Sudden  losses  of 
acuity  are  another  haz- 
ard of  all  types  of  refi-ac- 
tive  sm-gery.  That's  what 
happened  when  Russ 
Welti  returned  home  to 
Seattle.  One  eye  di"opped 
below  20/20.  While  his  vi- 


sion remained  much  better 
than  his  pre-operative  eye- 
sight, the  experience  threw 
him  into  a  panic.  After  talk- 
ing to  his  doctor's  associates, 
Welti  calmed  down  and  sur- 
vived a  week  of  mild  dizzi- 
ness and  nausea  until  he  ad- 
justed to  his  new  vision. 

Another,  more  far-reaching 
issue  is  that  all  refractive 
surgery  for  myopia  tends  to 
tiun  foi-waixl  the  clock  on  the 
eyes'  natural  progi'ession  to- 
ward farsightedness.  As  you 

Information  Sources 

Amth.  HTHALiVIOLOGY 
http://www.eyenet.org 
415  561-8500 
Information  about  refractive  surgery, 
study  data,  and  risks.  Offers  help 
with  finding  an  eye  surgeon. 

BORES  EYE  INSTITUTE 

http://www.getnet.com/~labores/ 
602  998-1984 
Data  on  procedures  and  links  to 
sites  for  laser  surgery  chains,  profes- 
sional organizations,  and  journals. 

PRK/LASIK  TODAY  EYE  SITE 

http://www.prk.com/lPRK 
surgeons.html 
Ophthalmologist's  home  page  with 
directory  of  eye  surgeons. 


pass  40,  your  eye  muscles 
weaken  and  lose  some  abihty 
to  focus  on  close  objects. 
With  the  surgery,  you  can 
lose  some  of  your  close  vi- 
sion in  exchange  for  correct- 
ing your  far  vision. 

One  way  around  the  prob- 
lem, say  ophthalmologists,  is 
to   correct   each   eye  to 
slightly  different  refrac- 
tions. 'That  provides  the  pa- 
tient   with  monovision, 
where  one  eye  dominates 
for  distance  viewing  and  the 
other  eye  takes  charge  when 
focusing  on  close  objects.  So 
your  ophthalmologist  ought 
to  take  the  time  to  detennine 
if  you  are  more  bookworm 
than  windsurfer,  says  James 
Salz,  an  ophthalmologist  at 
Cedars  Sinai  Medical  Center 
in  Los  Angeles. 
OFF  THE  HOOK.  In  the  end, 
your  decision  should  hinge 
on  your  confidence  in  the 
surgeon.  You  want  someone 
who  is  extensively  trained  in 
the  procedure,  who  has  per- 
formed a  high  number  of 
surgeries,  and  whose  patients 
have  experienced  minimal 
side  effects. 

Even  if  you  accept  the 
risks,  be  wary  of  doctors  who 
try  to  nish  your  decision  or 
who  boast  that  you  soon  will 
be  able  to  discard  yoiu'  glass- 
es. No  one  can  make  such  a 
guarantee.  Also,  review  the 
informed-consent  form  in  ad- 
vance; it  lets  the  doctor  off 
the  hook  for  most  situations 
short  of  disaster.  Finally, 
discuss  yoiu-  options  with 
and  use  referrals  from 
your  optometrist,  who 
may  end  up  handling 
your  postoperative  care. 
Your  optometrist  also 
knows  you  better  and  is 
more  likely  to  keep  your 
best  interests  in  mind. 

The  treatment  for 
nearsightedness  is  now 
more  convenient  than 
ever  before.  But  if  you 
are  not  sure  it's  worth 
the  risks,  discomfort, 
and  expense,  there's 
no  hurry.  Your  eyes  are 
one  part  of  your  body 
you  won't  want  to  put 
on  the  medical  cutting 
edge.    Richard  Korman 


Personal  Business 


CAN  YOU  TRUST 
YOUR  BROKER? 


When  John  Osmar 
retired  to  Florida  and 
opened  an  account 
with  a  large,  highly 

respected  brokerage  firm  in 
1990,  he  didn't  even  consider 
checking  the  backgi'ound  of 
his  new  broker.  Now,  a  few 
thousand  dollai's  poorer  in  le- 
gal costs  and  a  good  deal 
more  cynical,  the  71-year-old 
former  executive  of  a  multi- 
national chemical  company 
wishes  he  had. 

Osmai'  aOeges  that  his  bro- 
ker removed  $15,000  from  his 
account  to  buy  a  proprietary 
mutual  fund  without  his  con- 
sent. After  four  months  of 
haggUng,  the  money  was  re- 
turned, without  inter- 
est or  an  explanation. 
Although  Osmar  didn't 
lose  any  money,  it  was 
only  after  going  through 
a  costly  and  ultimately 
unsuccessful  arbitration 
that  he  learned  the  bro- 
ker had  recently  been  ac- 
cused of  similar  violations. 
"Now  I'm  not  even  going 
to  the  doctor  until  I  know 
his  background,"  Osmar 
says. 

Unfortunately,  many 
people  spend  less  time  re- 
searching the  background 
of  the  person  they  hire  to 
invest  their  money  than 
they  do  assessing  the  cre- 
dentials of  a  plumber.  And 


while  an  incompetent  or  un- 
ethical plumber  may  do  a 
shoddy  or  exorbitantly  ex- 
pensive job,  an  unscinapulous 
broker  could  cost  you  your 
life  savings. 

Luckily,  there  are  ways  to 
protect  yourself.  The  best 
place  to  start 
is  the  Central 
Registration  Depository 
(CRD),  a  database  run  by  the 
National  Association  of  Secu- 
rities Dealers  (nasd)  that  de- 
tails brokers'  employment 
and  disciplinary  histories. 
Currently,  the  nasd  is  spend- 
ing milhons  of  dollars  to  ex- 
pand the  scope  of  information 
available  on  the  crd  and  to 
make  the  system  easier  to 
access,  says  R.  Clark  Hooper, 


SMART  MONEY 


senior  vice-president  of  nasd 
Regulation's  office  of  disclo- 
sure and  investor  protection. 

In  August,  NASD  Regula- 
tion launched  a  Web  site 
(http://www.nasdr.com)  that, 
in  addition  to  providing  in- 
vestor protection  information, 
allows  consumers  to  request 
a  free  crd  report  on  both  a 
broker  and  his  or  her  bro- 
kerage firm.  Requests  for 
data  can  be  made  either  elec- 
tronically or  by  calling  the 
NASD  Reg-ulation  hot  line  (800 
289-9999)  be- 
tween 9  a.m. 
and  5  p.m.  est.  The  informa- 
tion will  be  sent  to  you  by 
fax  or  mail.  By  early  next 
year,  you  will  be  able  to  get 
the  same  data  via  the  Web 
site. 

You  may  also  obtain  a  crd 
report  by  calling  your  state 
securities  agency.  In  many  in- 
stances the  information  you 
receive  will  be  identical  to 
the  nasd  report.  However, 
only  the  state  is  re- 
quired to  disclose  all 
the  information  in  a 
broker's  CRD  file.  But 
pending  approval  from 
the  Securities  &  Ex- 
change Commission, 
which  is  expected  this 
year,  the  NASD  version 
will  match  the  state's 
and  include  the  follow- 
ing: all  pending  and  set- 
tled arbitrations  (even  if 
the  charges  were  dis- 
missed), civil  proceedings, 
and  customer  complaints 
alleging  damages  of  $5,000 
or  more;  all  settlements 
over  $10,000;  any  current 
criminal  or  regulatory  in- 
vestigation; resignation  or 


Where  to  Start  Investigating 


STATE  SECURITIES  AGENCY 

Listed  in  the  government 
pages  of  the  phone  book, 
the  agency  supplies  the 
entire  Central  Registration 
Depository  (CRD)  report, 
which  contains  the  disci- 
plinary and  employment 
history  of  all  registered 
brokers. 


NATIONAL  ASSOCIATION  OF 
SECURITIES  DEALERS  (NASD) 

http://www.nasdr.com;  800 
289-9999,  9  a.m.  to  5 
p.m.  EST.  Obtain  a  CRD 
report  for  both  the  broker 
and  brokerage  firm.  The 
Web  site  mcludes  other 
investor  protection 
information. 

DATA:  BUSINESS  WEEK 


NATIONAL  COUNCIL  OF 
INDIVIDUAL  INVESTORS  (NCII) 

Offers  "How  to  Check  Out 
a  Broker,"  a  booklet  to 
help  translate  the  CRD 
report.  Send  a  self- 
addressed,  stamped  enve- 
lope and  $4  to  NCII  1828 
L  St.  NW,  Suite  1010, 
Washington,  D.C.  20036. 


ra 


ti 


termination  as  a  result 
vestment-related  viola  d 
and  bankruptcies  and  3 
standing  judgments  1  i 

After  obtaining 
sions  of  the  crd  rejji  i 
will  likely  need  some  he 
ciphering  them.  Y(juii 
write  to  the  National  Cje 
of  Individual  Investors  m 
for  a  comprehensive  b( 
that  explains  the  differe 
breviations  and  types 
lations  and  disciplinai 
tions  (table).  The  crd 
may  include  descript: 
broker  misconduct 
from  minor  infractio 
more  egregious  viol 
such  as  unauthorized 
or  misrepresentation. 
SMART  ENOUGH.  0nc< 
are  satisfied  with  the 
mation  in  the  crd  repoi 
should  stni  meet  with 
tential   broker  in 
Don't  hesitate  to  ask 
past  minor  infraction  or 
ing   allegation;  somi 
there's  a  good  reason 
Merrill  Lynch's  direc 
regulatory  policy,  Ray 
believes  the  disclosur 
tem  benefits  everyone 
concerned  that  some 
information  may  be  mi 
preted.  "Anyone  can  m 
legations,  and  they  ar( 
ways  correct,"  he  says, 
the  information  in  the 
is  so  abbreviated,  yoi 
to  consider  the  CRD  in 
the  broker's  overall 
ence  and  career." 

Indeed,  the  seci 
industry  worries  thai 
brokers  may  be  ui 
slandered  in  the  CRD 
inclusion  of  pendii 
unproven  charges.  Bi 
Duncan,  legislative 
for  Representativ 
Markey  (D-Mass.), 
proponent  of  improved 
disclosure,  contends 
"people  are  smart 
to  distinguish  betwe 
securities  equivale 
a  traffic  violation 
the  securities  equiva 
a  felony."  And  sure) 
kers  are  smart  enoi 
know  that  the  growin' 
her  of  informed  con 
will  hold  them  a( 
able.  Kerry 
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M  TO  BOUNCE  BACK 
OU'RE  BOUNCED  OUT 


d  of  being  fired? 
don't  think  of 
the  end  of  your 
ler.  Coming 

rom  a  setback  isn't 
ble.  Just  ask  John 
ige,  the 
illionaire 
I  in  of  San  Francisco- 
I  iisco  Systems.  He  was 
i  )  years  ago  from  a 
I  nanager  job  at  Honey- 
I  orgridge  wanted  the 
I  ly  to  run  his  depart- 
5  he  saw  fit,  and  his 
agreed.  "I  was  young 
gressive.  I  couldn't 
the  guy  meddling  in 
"  recalls  the  63-year- 

0  went  on  to  build 
r-network  maker  Cis- 

1  $1  biUion  company, 
me  point  in  most  peo- 
•eers,  they  encounter 
eversal  of  fortune, 
•  a  dismissal,  layoff, 
ling  notice  for  poor 
lorgridge  now  calls 
f  "a  great  educational 
tee."  What's  more,  he 
lesitate  to  hii"e  others 
ve  been  dismissed, 
looks  for  evidence 


that  the  person  isn't  mired 
in  anger  Rather,  he  wants  an 
applicant  who  understands 
why  they  were  fired  and 
takes  action. 

But  how  do  you  bounce 
back?  A  good  start,  say  ca- 
reer counselors,  is  to  assess 
your  on-the- 
job  accom- 
plishments. "Most  people 
are  surprised  by  how 
much  they've  done.  This 
also  helps  for  interviews, 
when  you've  got  to  tell 
the  world  how  great  you 
are,"  says  John  Chal- 
lenger, executive  vice- 
president  at  outplace- 
ment firm  Challenger 
Gray  &  Christmas  in 
Chicago.  Then,  try  to  as- 
certain why  you  were  let 
go.  If  you  find  you  lack 
some  skills  or  have  trou- 
bling personality  traits, 
you  may  choose  to  take 
some  classes  or  seek  ca- 
reer counseling.  Mor- 
gridge  realized  that  con- 
flicting management 
styles  between  him  and 
his  boss  were  the  reason. 
His  assertiveness  and  in- 
dependence didn't  mesh 


with  his  supervisor's  need  for 
control. 

The  toughest  part  is  mov- 
ing on.  Start  by  focusing  on 
your  strengths  and  how 
best  to  put  them  to  work 
for  you.  Knowing  he  could 
not  change  his  character, 
Morgridge    realized  he 
wanted  a  boss  who  would 
appreciate  his  need  for'  au- 
tonomy.  By  networking 
within  Honeywell,  he  got 
rehired  in  another  unit  with 
a  more  compatible  superior 
GET  ON  THE  HORN.  Industry 
consolidations  and  corporate 
cutbacks  may  force  you  to 
reassess  your  career.  Paul 
Kreuch,  a  former  executive 
vice-president  at  NatWest 
Bank  N.A.  in  Jersey  City, 
couldn't  get  a  job  by  calling 
company  friends  when  he 
was  laid  off  last  spring.  Fleet 
Bank  bought  his  bank  and 
most  of  his  colleagues  were 
let  go,  too.  Also,  the  industry 
was  shrinking  fast.  "The 
chances  I'd  get  hired  at  the 
same  level  were  slim  to 
none.  Most  bank  executives 
were  in  their  40s,"  says 
Rreuch,  58,  a  34-year  bank- 
ing veteran. 

While  he  might  no  longer 
be  a  viable  candidate,  Kreuch 
had  a  Rolodex  full  of  people 
who  were.  After  months  of 


Turnaround  Tips 

-  Take  a  few  days  to  assess  your 
strengths,  weaknesses,  and 
accomplishments  on  the  job. 

«  Determine  what  prompted  your 
dismissal  and  take  classes — coun- 
seling, if  necessary — but  don't 
put  off  your  upcoming  job  search. 

*  Identify  what  you  want  to  do 
next.  Don't  overlook  the  possibility 
of  changing  fields  and  translating 
your  skills  into  a  new  industry. 

«  Contact  former  colleagues, 
professional  associations,  and 
networking  groups  for  leads.  Tap 
into  the  Internet  to  gain  access 
to  such  helpful  organizations 
as  Exec-U-Net  (http://www.exec 
unet.com),  which  publishes  unad- 
vertised  job  listings. 

DATA;  CHALLENGER  GRAY  8,  CHRISTMAS 


research,  he  took  his  bank- 
ing skills  into  a  top  job  at  an 
executive-search  firm. 

Networking  demands  that 
you  learn  to  use  new  tech- 
nology. When  Joseph  Greil, 
53,  lost  his  managerial  job  at 
a  Long  Island  cosmetics  com- 
pany last  Febinaary,  he  relied 
on  the  Internet.  He  used  it  to 
send  E-mail  thank  you  and 
follow-up  notes  and  to  con- 
tact other  job  seekers  for  ad- 
vice. Greil  found  that  many 
large  companies  no  longer  ac- 
cept paper  resumes  via  snail 
mail,  which  made  having  ac- 
cess to  a  fax  machine  or  a 
computer  a  must.  Many  com- 
panies post  job  openings  on 
their  Web  pages,  too.  Greil 
found  Exec-U-Net  (http:// 
www.execunet.com)  a  valu- 
able resource.  Job  seekers  in 
all  industries  are  ehgible  for 
membership;  those  who  join 
pay  up  to  $290  to  receive  a 
biweekly  list  of  unadvertised 
job  openings  with  yearly 
salaries  of  $75,000  and  up. 
Members  convene  in  face-to- 
face  meetings  nationwide.  "I 
spoke  to  recruitei-s,  who  were 
interested  in  me,"  says  Greil. 
HONESTY.  Greil  also  enlisted 
the  aid  of  others  in  his  in- 
dustry's professional  organi- 
zation. Luckily,  he  had  sei"ved 
in  leadership  positions  over 
the  yeai's  and  knew  man- 
agers across  the  countiy. 

Once  you  start  inter- 
viewing, the  best  way  to 
broach  the  subject  of 
your  earher  dismissal  is 
to  deal  with  it  directly. 
"Say:  'We  agi'eed  to  dis- 
agree, I  decided  it  was 
best  to  move  on,' "  advis- 
es Windle  Priem,  presi- 
dent. North  America,  at 
search  firm  Korn/Ferry 
International.  In  your 
references,  provide  a 
prospective  employer 
with  aUies  who  will  give 
a  balanced  critique  of 
what  happened. 

Of  course,  making  a 
comeback  from  getting 
fired  is  never  easy,  but  it 
also  doesn't  have  to  be  a 
hand-wringing  experi- 
ence. Taking  corrective 
action  can  put  you  back 
in  control.  Lisa  Sanders 
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Internet  Services 


.  ISharpWeb 

I  The  sharpest  corporate  imayc  on  the  Web 


I  OESKMIK:  Youi  web  office  includes  products,  services,  catalogue, 
I  order  prcxessing,  e-mail  and  more 
I  HOSIMC;  Hosted  on  Silicon  Graphics  Super  Compulers^TS  lines 
]  T5  lines  are  31  times  faster  thanTl,  means  faster  and  more  reliable  accos. 
I  MARXETWC:  Special  programs  helps  you  attract  customers  and  increases  sale/profits 
I  Domain  Iviames,  Web  Office,  Virtual  Servers,  Secured  Servers,  Web  l\/larketing 


p.m.  hosting 
n  guaranteed 


40million 
customers  are 
surfingthe 
Interrietisyour 
company  tnere? 

http:\\www.sharpweb.com  1-800-SHARPWEB  e-mail  5alesesharpweb.com 


Telecommunications  Services 


FAX  BROADCASTING 
only  100  a  minute! 


To  the  U  S  from  anywhere  in  ihe  world' 

Rates  per  minute  to 

:  France       $0  39  Japan  $0  39 

!  Germany    $0  39  U  S  $0  10 

=  Hong  Kong$0  59  U  K  $0  29 


faxaway 


Toll-free:  1 .800.906.4FAX 

Tel  I  206  301  7000    Fa.  I  206  301  7500 


DOMAIN  NAME 


Reserve  your  name  today  (i  e 
yourcompany  com)  on  ttie  Internet. 
Registered  names  can  be  used  (at  any 

provider)  NOW  or  in  ttie  FUTURE, 
Registration  complete  in  24  firs,  or  less' 

Only  $45  +  NIC  fee 
Call  1-800/545-3662  or  register  at 
ht1p://vi/ww. domainregistry.com 


No  Web  Page !? 


Professional  and  affordable 
web  pages  witfiout  the  fiassle. 
It's  time  to  call  the  experts. 

internet  Business  Solutions 
1-800-798-4638 


http://www.jnetbiz.cofn 


Telecommunications  Products 


PAPERLESS  FAX 

A  very  smart  fax  system. 


Cai  i  iniiiKFr   1-888-GET-FAX4  l4.^X-3294 

http://www/getfax.com/ 
jd     AdVANCKI)  IlVlAOK 
COMlVlllNICATIONS 
3343ViNeKNi  Rn.  #D  Pi.hASANi  Hiii.CA  94523  Ph  510-947-I097,  Fax  1-510-947-1900 


IZI  SioRF-s  IN  1-  64  MB  Memory 
0  Forward  and  RiiMoib  Retrievh 
0  EuMiNAi^s  voict/FAX  AuToswrrcH 
0  150  HR  Battery  Backup 
0  WinFa.x  and  Ellipse  compatible 
0  View  on  PC  or  r>RiNT  directly 
0  Works  wn  ii  PC  rirnbd  OFF 


Computer  Equipment 


Wireless  Printing  ] 


Share  Printers  Without  Wires  or  a  NetSgmrk^ 

▲  Prints  100  to  500  feet  -  through  walls 
A  Configurations  for  up  to  8  printers 

▲  No  additional  software  or  cards 

▲  100%  IBM  compatible 


30  Day  Money  Back 


AbhoComm 


800-492-2320 

www.aerocoinm.com 


Computer  Equipment 


Fine  Art 


HEWLETT-PACKARD 

Buy-Sell-Trade 

i.asp:k.jet      lui.uKi'Ko  draft/master 

DESKJET  URAFrPRO  llESKiNJET 

ELECTRCI.STATU  ■  PLOTTER.^  RLriXiEDWRITER 

HP  9000  workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

4117  Second  Ave  S  Birmingham,  AL  35222 
Phone  205/591-4747  Fax  205/591-1108 
800/638-4833  •  e-mail  sales  r^dastier  com 


Consumer  Electronics 


Music  World 
Computer  World 

America's  Only  Catalogue  of  its  Kind! 

Receive  Our  FREi  Mail 
Order  Catalogue  Nowi 

212  pgs,  of  Top  Brand 
Names  in 

Audio 'Video 
Computers 'Porlables 

Howe  Office 
MusicVideo  &  More 
All  at  Dis<ount 

Order  Toll  free  24  Hours  A  Doy,  7  Doys  A  Week 

1-800-221-8180 


Menswear/Fashion 


MEN'S  WIDE  SHOES 


EEE-EEEEEE,  SIZES  5-13 

•  High  quality 
» 150  styles 

•  free  catalog 


HITCHCOCK  SHOES,  INC. 

Dept  55A  Hingham,  MA  02043 
1-800-992-WIDE 


Sales  PromotioiVDisplay  Products 


Literature  Displays 

LARGEST  SELECTION 
Wmm  IN  THE  COUNTRY 


Collect  Rare.  Authentic  , 
Limited  Editions 
from  S  2500 


Business  Serv 


GET  A  BUSINESS  PI 

In  Bank  and  SBA  Loan  F 


36  page  Business  Plan  ex; 
complete  with  3  year  P&L, 
Sheet  &  Cash  Flow  spreads 
Funding  Sources,  Marketinc 
PR  &  Production  plans,  &  nnu 

(800)  328-2906  Only  $ 


Maior  Credit  Cards  Accept 


American  Inst,  of  Small  B 


1 


INCORPORATIB 


•  FREE  Information 

•  All  30  States  and  Offshc 

•  Reliable  Setvio;  ;tnd  Low  Pr 

Corporate  Creati 


rpc 

http:77www.coipcreatioi 
800-672-9110  •  Fax  305-« 


TRADEMARI 


i 


RESEARCH  REPI 


20,000  ACADEMIC  TOPICS  A\| 

Send  $2  for  the  290  page  c 
Custom-wnlten  reports  also  a\ 
RESEARCH  ASSISTANT 
1  1322  Idaho  Ave,  #2060, 
Los  Angeles,  CA  90025| 
TOLL  FREE  HOTLINE:  800- 

or310-47/-822o 


Telecommunications  F| 


We've  solved  y 
[nter-connecting 

Ayoid  the  twists  and  tu 
choosing  the  uttimal 
Enhanced  FaxAtoice  S- 

TRYTHISDE 

Info,  via  fax:  847/92 
Doc.  No.  8898 


(800)689-8898 
(630)  682-8 


Coplo  Interij 
Whil 
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Corporate  Gifts 


Natural 
Smoked  Fish 
From  North 
Carolina's 
\^^UAfisA  Outer  Banks 
Free  Catalog 

>0-589-1690 


;o  Tattoos  ! 


iporary  Taltpos  with  your  Logo, 
.  ,  Just.$1 89.00  !!!  v 
lOG  Tattoos,  Just  $299,00!! 

7  00'S5H|CAad(t7  25%saieslax| 

zed!  Full  Color!  2"  X  2"! 


Get  your  customers' 
attention. 

Send  ttiem  your  underwear. 


hftp://www.promomart.com/bw 

.  afghans,  boxer  shorts,  crystal 
and  0  lew  ttiousand  ottier  imprintable 
business  gifts 

Win  $1,000  In  tree  merctiondlse. 
Visit  htfp-y/www.ptornomart.com/bw  for  details 


Menswear/Fashion 


WIDE  FEET? 
NARROW 
FEET? 

We  specialize  in 
hard-to-find  sizes, 
AAA-EEEEE 
widths,  up  to 
size16!  Famous 
names  like  E  T, 
Wnghl.New  Balance, 
Sebago,  Bostonian  and  Hush  Puppies 
in  dress,  casual  and  athletic  styles. 

Call  for  Free  Catalog 

Executive  Shoes 
1-800-240-7463 

Dept.  2851,  TO  Bo\  9128,  Hingham,  MA  02043 


Financial/Business  Services 


Own  a  Business? 

Get  Financial  Clout! 


Buy  A!  Rotola's  7-step  guide  to  grow- 
ing your  business.  Financial  Clout. 
Get  almost  anything  on  corporate 
credit — with  no  personal  guarantees! 

Only  $49.95,  Your 
choice  of  book  or 
audio  tape. 

Plus,  eliminate  cash 
flow  problems  with 
Al's  popular  book 
Banking  Tactics. 

only  $24.93 


-     Special  Offer 

T     Financial  Clout  Tape  & 
Banking  Tactics  Book-a»74'" 
value  only*39— 

Ptee  add  $4.10  S&H  and  ST  wlierc 
applicable  IVIC,  V1SA& Aniex  accepted 
We  offer  live  one-day  worlcsliops 
nationally,  &  private  counseling  by 
appointment.  For  schedule.s, 
prices  and  to  order  call: 

1800)828-7138 

El  B  S 

Unconi'i'iifmnd!  Solutions  to 
Conventional  Business  Problems- 

Fax  714-367-2838 
Email:  Clout@Nam,lnc.com 


Tennis  Events 


TICKETS 

French  Open 
Wimbledon  ^ 

US  Open;-n,.°-j-^ 

onn  GO  TENNIS  ; 


Investment  Services 


Safety  Guaranteed 


"^12%  Return 


Fixed  Malurilics 
Lowest  Risk,  Insured  Profits 

AIVIC  l-aOO-4 57-5052 


Business  Services 


TALK  TO  YOUR  CUSTOMERS  ... 


It  Makes  A  Difference.  Control  your  niess;ige.  taiT;et  your  audience. 
Communicate  effectively  and  etticiently  with  your  customers,  prospects. 
sh;ircliolders.  employees  and  others.  CCI  cTcates  magazines.  newslettet\. 
Ixxiks  and  web  site  content  tor  companies  less  expensively  thiui  they  c;ui 
do  in-house.  We  manage  the  entire  process  ~  edit,  design,  production, 
circulation,  distribution  ;uid  diitiibase  m;magement. 

CALL  ROBERT  GEORGE  AT  CCI  •  800-872-8122 


Consulting  Services 


ckford  Consulti)ig  Group,  Ltd. 


Derelopiug  World  Class  Performance  in  Manufacturing  and  Distribution 

Would  You  use  an  Electrician  to 
Perform  a  Plumber's  Job? 

Then  why  Would  you  use  an  Auditing, 
Computer,  Financial  or  Systems  Firm  for 
Hard  Manufacturing? 


•  Supply  Chain 
Modeling/Simulation 

•  Factory 
Design/Simulation 

•  Cellular  Manufacturing 


Business  Process 
Reengineering 
Outsource/Reengineer 
Assessment 
Operational  Audits 


Call  tor  Information 
5098  Crofton  Drive  •  Rockford,  IL  61114-5422  -Tel:  815.877.3611 
Toll-Free:  800.667,7495  •  Fax:  815.877.3860 


FOR  AD  RATES  AND  INFORMATIDN 

PHDNE:  (312)464-0500 
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Marketplace 


DUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE,  SUITE  20 
CHICAGO.  IL  60611 


Education/Instruction 


THE  GUIDE  TO  CAREERS  IN  SPORTS 

•  Over  2,000  key  employers'  addresses  and  phone  numbers 

•  A  directory  of  665  college  programs  in  sports  management 

•  Contacts  for  internships  in  all  sports  operations 

•  Advice  from  sports  industry  movers  and  shakers 

CALL:   1  -800-9«4-07<fr3 

RRICE:   $1 7.95  +  $2.50  S&H.  MasterCard  and  Visa  accepted. 


Business  Opportunities 


OPPORTUIVITY  KNOCK§ 


Once  in  a  while  a  b u m n c s s 
oppurlunily  comes  along  thai  will 
never  repeal  itself,  an  opportunity  so 
strong  that  Uminj>  is  of  ihe  esseni  e 
for  Itie  select  few  wtio  lake 
advantage.  We  know  that  our 
proven,  ten  year  old  program  is  so 
profitable  with  respect  to  return  on 
inveslineni  that  we  urge  you  to  talk 
to  our  dealers  If  you  have  sales/ 
mgml  skills  and  can  invest  in  a 
[iriiven  hiisiness  which  will  give  you 
extremely  high  income,  an  exclusive 
protected  area,  training,  leads, 
secured  accounts  to  call  on,  ihen  let's 
lalk-  Areas  going  fast. 

1-800-601-7200 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment Leasesfiom  Sl.OOOto 
$10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

L  The  Loan  Consultants,  Inc.  . 


CONSULTANTS/TRAINERS 


International  firni  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
Hnest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB17 
lOOKachel  Blvd.,#150-E 
Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


$350,000++  Potential 
Annually  from  Home 


$350K  -  $2M  possible  annually  frum  $8,00() 
purchase  $75K  potential  1st  few  months. 
Breakthrough  product  and  company 
structure,  SO'/c  profit  margin.  No  selling 
experience  required,  no  employees,  no 
travel,  no  MLM.  2  Mmute  message. 
1-800/432-0018  Ext.  2776 
Freedom  Associates 


Harvest  Hospital 
Bill  Mistakes!! 


Studies  reveal  Ihji  ^7'/,  nl  .ill  linspii.il  bills  u)n- 
ijHi  hu^ic  iiverthar^cs  Thdi\  why  my  I  l-ycjr 
huMness  is  such  u  "win/wm"  (ippodunity  paiient' 
and  iheir  insurers  pay  us  5(V  nt  every  SI  (HI  we 
retnver  in  overcharges  Nin 
smce  miliums  ot  unserviced 
pjlienls  cMsi  nLiliunwide 
main  jut  m)>  a  fortuiw  in 
mrnharfifs  -  we're  shann^ 
mir  sysleni  with  altiliales  wanlinj;  .i  tircaiii 
intome  You  don't  need  a  technical  background 
-  |usl  the  savvy  lo  spot  a  vital  new  American  ser 
vice   SHUKK)  mvesimenl  required   f-or  a  tree 
repurl  and  headstart  on  the  perfect  hnme  busi- 
ness, tall  I  -X(HI-7(H)-70S4  or  ( 702 )  47 1  - 1 2X0. 
H(K)  -  S  ^(1  pm  PSI  • 


"...millions 
of  uni«rvi<«d 
polienls  exist 
nationwide." 


Insurance 


$1,000,000 

LIFE  INSURANCE 

Age 

10  Yr 
Level 
Term 

15  Yr   20  Yr 
Level  Level 
Term  Term 

Survivor- 
stiip 

35 
45 
55 
65 

$$$  Save  $$$ 
Low,  Low  Rates 
High-Rated 
Companies 

Call 
For 
Low,  Low 
Prices 

Rates  ctiosen  from  over 
200  fine  companies.  Preferred 
and  impaired  risk  underwriting 
capabilities. 

Check  lor  availability  in  your  slale 

Call  for  a  Free  Customized 
Quotation  on  any  desired 
amount  and  plan. 

1-800-444-8715 

Gersten  Financial  & 

Insurance,  Inc. 
189  Reservoir  Street 
Needham,  IVIA  02194 


Employment  Opportunities 


PEACE  CORPS  BUSINESS 
OPPORTUNmES 


The  Pfeace  Corps  needs  Volunteers  for  | 
overseas  assignments  with  backgrounds 

in  small  Dusiness,  marketing,  I 
organizational  development,  economic 
development,  and  agri-business.  Call 

800-424-8580 

press  1  and  mention  code  766. 
www.peacecorps.gov 


Franchising 


your  business! 

Call  for  information  about 
"Franchise  Your  Business"  seminars, 
or  information  on  franchising. 

mncorp^ 

Specialists  in  Franchise  Development  BW 

1-800-FRANCH^ 


Very  Rewarding 

"White  collar"  franchise.  Advances 
commissions  to  real  estate  agents  and 
brokers  through  a  unique  wmputer  based 
factoring  system.  Huge  untapped 
definable  market  with  repeat  business 
opportunities.  Reasonable  investment. 
Ideal  for  both  entrepreneurs  and  investors. 

703/560-5500 
COMMISSION  EXPRESS® 


CUSTOM  STORAGE  SYSTEMS 

Closel  •  Garage  •  Home  OITice  •  EnlertainmenI  Center 
Nil  I  rjicd  in  USA  Large  cjclusive  Icrnlorici.  V 
t'umplclelraining&  on-guingsuppori  i^X^^yH 

Call  David  Liiuy,  VP  "^ft*' 
(Jllll  5l6-7(mi    TAX  (imi  "^W  2h7fi  V 


Education/lnstructin 


PCMBADEGjI 

in  enlrepreneurship  or  consullincai; 
liltle-known.  yet  powertul,  PC  scp: 
Acquire  practical  &  profitable  neJUc 
through  videos,  cassettes,  and  in*a( 
with  dynamic  entrepreneurs  No  E ' 
required.  Call  1-800-No-BS-MBA 
a  free  recorded  message  &  iree 
Fax  800-269-1977  nobs@MBAuniyif| 


HWffWBil.BgB 

Approved  Self  Paced  Homt 
Associate  Bactielors  Masters 

Emphasis  in:  Business  Admin  Publ 
Health  Care  Admin,  Human  Re 
Finance.  Int'l  Business,  Tech  Mg 
Paralegal,  Psychology,  Compulpi 
http://www.scups.edu 
Email:  enroll@scups.ec 
1-800/477-2254  (24  hrs 
Souttiern  California  UniveAy 
for  Professional  Studle 
1840  E.  17  St-BW,  Santa  Ana,  OK 


MBA  BY  Distance  Uak 

twlaior  British  uniuersily  offers  aaiHli''  '" 
Bactielor's  or  GMAT  needed  Cliosei  ■ 
Intelligence  Unit  as  one  of  world's  best 

HERIOT  WAn  UNIVERSITY  I  (800)  Ml 
Nonh  American  Dislribulor  I       A  > 
69?1  Slri'kton  St,  Suite  ?  Fl  Ceriiln  ' 
For  immediate  FaxBack  literature:  li  ' 
fax  machine's  phone,  call  (51 G)  486  (ti 


EXTERNAL  DEC 

BA/BS  MS/MBA  PhD,') 
Credit  lor  work  &  life  experiai 
(800)  444-8569  (24  hi) 

LaSalle  Univers'y 

I  Dept.  569  Mandeville,  LA  704>« 


ADVERTISE  IN  THE 
BUSINESS  WEEK 

MARKETPLACE  AND 
REACH  OVER  6  MILLION 
RESPONSIVE  READERS!! 

The  next  Marketplace  section 
closes  on  January  24th. 
For  rates  and  information  contact: 

Business  Week  Marketplace 
500  North  Michigan  Avenue 
Suite  2010 
Chicago,  IL  60611 
Phone  312-464-0500 
Fax  312/464-0512 


isiness  Week  Index 


DUCTION  INDEX; 


ige  Irom  last  week  0  4'' 
ige  from  last  year:  5,5"c, 


PRODUCTION  INDICATORS 


PRODUCTION  INDEX 

Jan.  4=135,6 
1992=100 


Ian  May  Sept.  Jan 

996  1996  1996  1997 

idex  IS  a  4-vveek  moving  average 

oducfion  index  increased  during  the  week  ended  Jan.  4.  Before 
ition  of  ttie  four-week  moving  average,  the  index  also  rose,  to  136,3, 
revised  134,9.  On  a  seasonally  adjusted  basis,  crude-oil  and  coal 
were  up  sharply.  However,  the  adjusted  auto  and  truck  production 
rs  were  distorted  by  plant  closings  in  observance  of  New  Year's  Day, 
ading  index  will  be  unavailable  for  an  indefinite  period  of  time, 

Clien  index  copyright  1997  by  The  McGfaw-Hill  Companies 


ING  INDICATORS 


;  PRICES  (1/10)  s&p  dOO 

LATEST 
WEEK 

759.50 

WEEK 
AGO 

748,03 

YEARLY 
%  CHG 

25.3 

IRATE  BOND  YIELD.  Aaa  (i/iO) 

7.42% 

7,29% 

8.0 

TRIAL  MATERIALS  PRICES  (l/lO) 

108.6 

107.6 

-1.8 

ESS  FAILURES  (1/3) 

NA 

NA 

NA 

iSTATE  LOANS  (1/1)  billions 

NA 

NA 

NA 

■  SUPPLY,  M2  (12/30)  billions 

$3,824.7  $3,830. 7r 

4,3 

L  CLAIMS.  UNEMPLOYMENT  (1/4)  thous 

361 

366 

-6.0 

S:  Standard  &  Poor's.  Moody's,  Journal  of  Commerce  (index:  1990=100),  Dun 
tree'  {failures  of  large  companies),  Federal  Reserve,  Labor  Dept 

REST  RATES 

\l  FUNDS  (1/14) 

LATEST 
WEEK 

5.14% 

WEEK 
AGO 

5.20% 

YEAR 
AGO 

5.61% 

;RCIAL  PAPER  (1/15)  3-month 

5.46 

5.45 

5,40 

ICATES  OF  DEPOSIT  (1/15)  3  month 

5.43 

5.41 

5,67 

MORTGAGE  (I/IO)  30-year 

7,99 

7.68 

7.37 

fABLE  MORTGAGE  (I/IO)  one  year 

5,78 

5.76 

5.50 

(1/14) 

8,25 

8.25 

8.60 

Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  fvlarkets 


STEEL  (1/11)  thous.  of  net  tons 

LATEST 
WEEK 

1,994 

WEEK 
AGO 

1,999# 

YEARLY 
%  CHG 

-0.7 

AUTOS  (1/11)  units 

111,845 

39,698r# 

15.8 

TRUCKS  (1/11)  units 

109,686 

40,371r# 

14.7 

ELECTRIC  POWER  (l/ll)  millions  of  kilowatt-hrs 

65,751 

57,896# 

-2.3 

CRUDE-OIL  REFINING  (l/ll)  thous  of  bbl  /day 

13,774 

14,083# 

1.3 

COAL  (1/4)  thous.  of  net  tons 

19,773# 

15,424 

12.6 

LUMBER  (1/4)  millions  of  ft. 

298, 9# 

263.5 

-4.5 

RAIL  FREIGHT  (1/4)  bilhons  of  ton-miles 

22, 9# 

18.0 

8.5 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electiic 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES 

GOLD  (1/15)  $/troy  oz. 

LATEST 
WEEK 

354.450 

WEEK 
AGO 

356.600 

YEARLY 
%  CHG 

-10.9 

STEEL  SCRAP  (I/IO)  #1  heavy,  $/ton 

131.50 

116.50 

-9.0 

COPPER  (1/10)  e/ib. 

112.1 

106.6 

-7.6 

ALUMINUM  (1/10)  z/ib 

75.0 

73.5 

-2.6 

COTTON  (1/11)  strict  lovy  middling  1-1/16  in,,  «/lb,  70,08 

71.12 

-16.4 

OIL  (1/14)  $/bbl. 

24.86 

26.19 

37.0 

CRB  FOODSTUFFS  (1/14)  1967=100 

236.44 

231.26 

1.6 

CRB  RAW  INDUSTRIALS  (1/14)  1967=100 

340.11 

335.77 

2.7 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX,  Commodity  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (1/15) 

LATEST 
WEEK 

117.24 

WEEK 
AGO 

115.91 

YEAR 
AGO 

106.60 

GERMAN  MARK  (1/15) 

1.59 

1.58 

1.48 

BRITISH  POUND  (1/15) 

1.68 

1.69 

1,61 

FRENCH  FRANC  (1/15) 

5.37 

5.32 

5.05 

ITALIAN  LIRA  (1/15) 

1548,5 

1542.7 

1584.2 

CANADIAN  DOLLAR  (1/15) 

1.34 

1.36 

1  36 

MEXICAN  PESO  (1/15) 

7.809 

7,812 

7.480 

TRADE-WEIGHTED  DOLLAR  INDEX  (1/15) 

100.2 

99.8 

97.2 

Sources:  Major  New  York  banks.  Currencies  expressed  m  units  per  U-S.  dollar, 
except  tor  British  pound  in  dollars    Trade-weighted  dollar  via  J-P,  Morgan, 


ita  'n  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  {estimated  and  not  listed)  include  machinery  and  defense 
it.  l=Western  Wood  Products  Assn,       2-Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r-revised       NM=Not  meaningful 


E  WEEK  AHEAD 


;PflN  TESTIMONY 

,  Jan.  21,  10  a.m. EST  Federal 
Chairman  Alan  Greenspan  will  trav- 
Ditol  Hill  to  testify  before  the  Sen- 
get  Committee  on  the  state  of  the 
Dnomy.  Of  particular  interest  to  Fed 
;  will  be  any  mention  of  building 
jssures, 

G  STARTS 

lay.  Jan.  22,  8:30  a.m.Esr>  Hous- 
s  probably  fell  to  an  annual  rate  of 
liion  in  December,  according  to  the 
'orecast  of  economists  surveyed  by 
rnational,  one  of  The  McGraw-Hill 
es.  Starts  unexpectedly  surged  in 
;r,  jumping  9.2%  to  a  1.51  million 


pace.  New  building  m  the  Midwest  and 
South  was  especially  strong.  Despite  higher 
mortgage  rates  in  the  first  half  of  the  year, 
homebuilders  were  quite  busy  in  1995, 
Housing  IS  expected  to  hold  steady  in 
1997.  Starts  in  January,  however,  might  be 
curtailed  by  the  bad  weather  in  the  Pacific 
Northwest  and  Midwest, 

BEIGE  BOOK 

Wednesday,  Jan.  22,  2  p.m.EST>  The  Fed- 
eral Reserve's  roundup  of  regional  econom- 
ic activity  will  be  released  in  advance  of 
the  policy  meeting  on  Feb,  4-5.  The  finan- 
cial markets  will  try  to  glean  evidence  of 
economic  trends  from  the  Beige  Book.  In 
particular:  whether  retail  sales  bounced 


back  in  early  1997  after  a  modest  holiday 
season  and  whether  regional  shortages  of 
skilled  labor  have  begun  to  push  up  wages. 

FEDERAL  BUDGET 

Thursday,  Jan.  23,  2  p.m.EST>-  The  mms 
median  forecast  expects  that  the  U.  S.  Trea- 
sury will  report  a  budget  surplus  of  $10  bil- 
lion for  December,  a  month  in  which  most 
quarterly  income  taxes  are  paid.  The  pro- 
jected surplus  is  almost  twice  the  $5,2  bil- 
lion reported  in  December,  1995.  However, 
for  the  first  quarter  of  fiscal  1997,  which 
began  on  Oct.  1,  1995,  the  federal  deficit 
will  likely  total  about  $68  billion.  That  is 
way  above  the  $55.9  billion  in  the  first 
quarter  of  fiscal  1996. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


1 


Sunday  *- 

With  the  satellite  business 
blasting  off,  look  for  big 
changes  as  you  make  phone 
calls,  watch  TV,  surf  the 
Net-and  more.  Eric  Schine  of 
BW's  Los  Angeles  bureau 
leads  the  discussion.  Jan.  19 
9  p.m.  EST  in  the  Globe 

Monday 

Everything  you  wanted  to 
know  about  being  an 
entrepreneur-from  the 
nation's  top  professor  of 
entrepreneurship,  William  M. 
Cockrum  of  UCLA.  Jan.  20 
8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 

Wednesday 

The  latest  on  Alzheimer's 
disease  in  the  second  of  BW 
Online's  You  &  Your  Health 
series.  The  guest:  Duke's  Dr. 
Allen  D.  Roses.  Jan.  22 
8  p.m.  EST  in  the  Coliseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event^ 

For  a  free  trial  diskette  ^        ^^^i  ^  ^ 

including  10  tree  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Japan  Air  Lines  24 
Jeffenes  86 

K 


Access  Media  International  62 
Adidas  88 
AirSoutti  4 
AirTouch  (ATI)  62 
Alamo  Rent-A-Car  34 
Albertson's  (ABS)  86 
Alcatel  Alsthom  (ALA)  62 
AlliedSignal  (ALD)  41 
American  Airlines  (AMR)  32 
American  Standard  (ASD)  36 
America  Online  (AMER)  35 
Archer  Daniels  Midland 
(ADM)  38 

AT&T(T)  36,41,48,62 
AutoNation  USA  34 


Daewoo  44 

Delta  Air  Lines  (DAL)  32 
Denso  24 

Diadora  America  88 
Dongbang  Peregrine 

Securities  44 
DresdnerBank  4 
Dreyfus  Equity  Growth 

Funds  86 


Korn/Ferry  International  105 
L 


B 


Banana  Republic  (GPS)  72 
BankAmenca  (BAG)  86 
Bankers  Trust  (BT)  13,82 
Bantam  Doubleday  6 
Barclays  Bank  4 
Baron  &  Baron  72 
BamckGold(ABX)  38 

Bayer  Group  96 

Bear  Stearns  (BSC)  62,82 

Birinyi  Associates  82 

Black  88 

Blair  (William)  74 

Boeing  (BA)  32,  38. 70 

Bre-X  Minerals  38 

Bridgestone  24 

Bnstol-Myers  Squibb  (BMY)  96 

British  Airways  (BAB)  32 

British  Sky  Broadcasting 
(rWVS)  62 

Brooke  Hillier  Parker  52 
BZW  Research  24 


EchoStar  Communications 
(DISH)  62 
Elan  (ELN)  86 
Ell  Lilly  (LLY)  86 
Emisphere  Technologies 
(EMIS)  86 
Enron  (ENE)  38 
Everen  Securities  83 
Exec-U-Net  105 
Express  (LTD)  38 

F 


Lane  Bryant  (LTD)  38 
LazardFreres  72 
Lehman  Brothers  (LEH)  82 
Lerner(LTD)  36 
LG  44 

Limited  (LTD)  38 

Lockheed  Mailm  (LMTl  62, 70 

Longs  Drugstores  (LDG)  86 

Loral  (LOR)  62 

Lotus  Development  (IBM)  16 

Lucent  Technologies  (LU)  10 

Lucky  Stores  (AHC)  86 

M 


PaineWebber  (PWJ)  8 
Pfizer  (PFE)  96 
Placer  Dome  (PDG)  3l 
Plutonic  Resources  8| 
PNC  Bank  (PNC)  13  , 
Framed  Management! 
Promus(PRH)  78 
Prudential  Secunties  I 


Radio  Shack  aAN)  3| 
RCM  Capital  4 
Republic  industnes 
Rockwell  Internationa! 
(ROK)  10  I  -fl 

S 


Cacique  (LTD)  38 
Car  Max  Auto  Superstores  34 
Carousel  Capital  Partners  41 
Casio  24 

Caterpillar  (GAT)  41 
Challenger  Gray  & 

Christmas  105 
Chancellor  LGT  Asset 

Management  84 
Chemical  Banking  (CMB)  13 
Chrysler  (G)  6 

Cincinnati  Milacron  (CMZ)  10 
Circuit  City  Stores  (CO  34 
Cisco  Systems  (GSCO)  105 
Citibank  (CGI)  84 
City  National  of  Cleveland  13 
Coca-Cola  (KG)  72 
Commerzbank  4 
CompuServe  (HRB)  35 
Continental  Airlines 

(GALA)  32 
Corel  (CSFR  16 
Creative  Artists  Agency  88 

Credit  Suisse  First  Boston  84 


First  Gall  82 
First  Chicago  13 
First  RepublicBank  13 
Ford  (R  24, 34 
Founders  Bank  13 
France  Telecom  48,62 
Fred  Meyer  (FMY)  86 
Fu)itsu  24 

G  

Gap  (GPS)  72 
General  Electric  (GE)  62 
General  Motors  (GM)  24, 34 
Genesis  Merchant  86 
Getchell  Gold  83 
Gillette  (G)  72 
Global  Vision  102 
Goldman  Sachs  61 
Grand  Casino  78 
Greenwich  Associates  85 

H 


Macy{RH.)  72 
Martingale  Asset 
Management  4 
McDonald's  (MGD)  72 
McDonnell  Douglas  (MD)  70 
I  McGraw-Hill  (MHP)  6,109 
MCI  Communications 
I  (MGIC)  41,62 
McKinsey  24, 74 
Merck  (MRK)  93, 96 
Merrill  Lynch  (MER)  24, 78, 
85, 104 

Michigan  National  13 
Microsoft  (MSFT1  16,35,62 
Midlantic  13 
Minolta  24 
Mitsubishi  38 

MMS  International(MHP)  109 
Montag  &  Caldwell  72 
Montgomery  Securities  4 
Moody's  Investors  Service 
(DNB)  84 

Morgan  (J.P)  (JPM)  24, 82. 84 
1  Morgan  Stanley  (MS)  38 
Motorola  (MOT)  62. 70 


&C 


Safeway  (SWY)  86 
Salmon  (Kurt)  72 
I  Salomon  Brothers  (SI 
Samsung  44 
I  Sankyo  93 
'  Schwab  (Charles)  (9 
Scudde'  Stevens 
Sears  (S)  72, 74 
Simon  &  Schuster 
Smith  Barney  29, 
Societe  Generale  Sec 
Softbank  62 
SoGen  Gold  Fund 
Sony(SNE)  6.24 
Southwest  Airlines  ( 
Summit  Technology 


Tandy  (TAN)  38 
Teal  Group  70 
Tele-Communication 
(TCOM)  62 
Teleglobe  62 
Tenneco(TEN)  41 
Thrifty  Payless  86 
Toshiba  24 
Toyota  aOYOY)  6, 1 
TRW  (TRW)  62 
Twentieth  Century/Bt 
Tyco  International  (T 


N 


Harrah's  Entertainment 
(HED  78 

Hewlett-Packard  (HWP) 
Hibemia(HIB)  13 
Hitachi  (HIT)  24 
Honda  (HMG)  24 
Honeywell  (HON)  105 
HSBG  24. 52 
Hughes  (GM)  62,70 
Hyundai  44 


ICO  Global 

Communications  62 
IMG  88 

ING  Banng  24, 44 
Integrated  Paving 
Concepts  101 
I  Intel  (INTO  38, 82 


National  Australia  Bank  13 
National  Car  Rentai 
System  34 
NationsBank  (NB)  13 
NatWest  Bank  (NW)  105 
Natwest  Securities  (NW)  72 
NEC  24 

Neiman  Marcus  (NMG)  72 
Netcom  On-Line  (NETG)  35 
New  England  Consulting  74 
News  (NWS)  62 
Nike(NKE)  72,88 
Nissan  34 

Northern  Telecom  (NT)  62 
Northwest  Airlines  (NWA)  4, 32 
NT&T  24, 62 

O   . 

Okasan  Securities  24 
Old  Navy  Clothing  (GPS)  72 
Orbital  Sciences  (ORBI)  70 


Pacific  Electric  Wire  & 
Gable  62 


UBS  Securities  82 
Ultrafem  (UFEM)  86 
Union  Bank  of  Switzf 
United  Airlines  (UAL) 
41 

United  Auto  Group  I 
USA  Global  Link  48 
U.S.  Global  Investors 
US,  Robotics  (USRX: 
UUNet  Technologies 

y  

Vanguard  Group  85 
Viacom  (VIA)  13  ] 
Victona's  Secret  (LTti 
j  VISX  102 

W  . 

Walgreen  (WAG)  86 
I  Walt  Disney  (DIS)  6 
Warner-Lambert  (Wl 
Weil  Gotshal  &  Man 
Wells  Fargo  (W/FC)  ' 

Y 


Young  &  Rubicam 


Orcul^on,  and  Ad.e.,s,ng  0«,c^:  1221  Avenue  0.  nal  irg  o  pa.d  a,  Mon.eal,  P  Can^ 


ivestment  Figures  of  the  Week 


■P  500 

July    Jan.  Jan.  9-15 


r-|-  770 

-  767.20 

  760 

M 

  750 

gek  change 
5.5% 

  740 

-week  change 
+2.5% 

IMENTARY 

rong  week  in  the  U.S.  eq- 
markets.  Upbeat  earnings 
!  at  financial,  airline,  and 
gy  companies  buoyed  the 
(at,  as  did  continued  ex- 
ations  of  muted  inflation. 
Dow  Jones  industrial  aver- 
rose  60  points  to  a  record 
of  6770  on  Jan.  14— its 
I  gain  in  seven  days. 
;rs  were  cheered  by  word 
consumer  prices  rose  at  a 
r-than-expecled  rate.  But 
narket  gave  back  some  of 
ains  on  Jan.  15,  as  down- 
earnings  forecasts  for  In- 
;orp.  put  a  damper  on 
luter  stocks. 


ASURY  BOND  INDEX 

July    Jan.  Ian.  9-15 


■1495 
:  1487  02 

;  1470 
■  1445 
"  1420 


change        1 -week  change 

+o.e% 

(oomberg  Financial  Markets 


AL FUNDS 


00"  HI  U  S  Diversified  M  All  Equity 
ital  return         52-week  total  return 


U.S.  MARKETS 


%  change 
Week  Year 


Dow  Jones  Industrials 

6726.9 

2.7 

33.4 

NASDAQ  Combined  Composite 

1333.5 

1.0 

34.9 

S&P  MidCap  400 

262.0 

1.5 

26.0 

COD   Pmnlir^nn  CRfl 

Sikr  smaiii,ap  buu 

147.8 

1.2 

28.0 

S&P  SuperComposite  1500 

165.2 

2.3 

27.7 

%  change 

SECTORS 

Latest 

Week 

Year 

Bloomberg  Information  Age 

240.3 

2.7 

31.4 

S&P  Financials 

84.7 

3.3 

42.2 

S&P  Utilities 

202.7 

1.4 

0.8 

roc  icbiiiiuiugj 

256  1 

2.4 

40.1 

%  change 

FOREIGN  MARKETS 

Latest 

Week 

Year 

London  (FT-SE  100) 

4158.9 

1.7 

13.5 

Frankfurt  (DAX) 

2988.5 

2.8 

26.7 

Tokyo  (NIKKEI  225) 

18,093.1 

-3.1 

-10.8 

Hong  Kong  (Hang  Seng) 

13,766.7 

2.3 

29.5 

Toronto  (TSE  300) 

6065.3 

2.3 

28.0 

Mexico  City  (IPC) 

3728.0 

4.8 

28.2 

Week 

Year 

FUNDAMENTALS 

Latest 

ago 

ago 

S&P  500  Dividend  Yield 

1.88% 

1.92% 

2.27% 

S&P  500  P/E  Ratio  (Last12mos. 

)  21.6 

21.2 

17.1 

S&P  500  P/E  Ratio  (Next  12mos 

)*  16.5 

16.1 

NA 

First  Call  Earnings  Surprise* 

4.59% 

1.92% 

NA 

Week 

TECHNICAL  INDICATORS 

Latest 

ago 

Reading 

S&P  500  200-day  average 

685.5 

682.2 

Positive 

Stocks  above  200-day  average 

72.0% 

69.0% 

Negative 

Options:  Put/call  ratio 

0.51 

0.52 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.85 

1.85 

Positive 

BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month  % 

months  % 

Oil  &  Gas  Drilling 

23.5 

Gold  Mining 

-8.3 

Dil-Well  Equip.  &  Svces. 

16.0 

Toys 

-5.4 

Soft  Drinks 

14.2 

Specialty  Appar.  Retailers  -5.3 

Shoes 

14.0 

Specialty  Retailers 

^.6 

Hardware  &  Tools 

12.1 

Manufactured  Housing  -4.3 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month  % 

months  % 

Oil  &  Gas  Drilling 

162.7 

Trucking 

-24.9 

Semiconductors 

95.7 

Broadcasting 

-21.7 

Shoes 

78.7 

Gold  Mining 

-17.1 

Personal  Loans 

64.4 

Machine  Tools 

-12.4 

Oil-Weil  Equip.  &  Svces. 

62.5 

Steel 

-7.6 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
signilicant  ljuying  on  price  weakness 

Price 

1-month 
change 

Micron  Technology 

33 

-13/4 

Novell 

9'/8 

-Vs 

Time  Warner 

37  ^'4 

-V2 

PacifiCare  Health  Systems 

74 

-9 

Adobe  Systems 

383/4 

-V4 

Ross  Stores 

45^/8 

-3  "/re 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Intel 

147V8 

19% 

Microsoft 

85% 

8% 

Oracle 

43  V4 

'Vl6 

Cisco  Systems 

72  Vs 

8^4 

WorldCom 

26'/8 

3V8 

Dell  Computer 

65% 

11 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


MONEY  MARKET  FUNDS 

4.95 

4.98 

5.17 

90-DAY  TREASURY  BILLS 

5.13 

5.16 

5.14 

6-MONTH  BANK  CDS 

5.01 

5.01 

4.91 

1-YEAR  TREASURY  BILLS 

5.55 

5.61 

5.06 

10-YEAR  TREASURY  NOTES 

6.52 

6.60 

5.66 

30-YEAR  TREASURY  BONDS 

6.79 

6.83 

6.09 

LONG-TERM  AA  INDUSTRIALS 

7.28 

7.33 

6.67 

LONG-TERM  BBB  INDUSTRIALS 

7.70 

7.80 

7.10 

LONG-TERM  AA  TELEPHONES 

7.49 

7.54 

7.02 

BLOOMBERG  MUNI  YIELD  EQUIVALENTS 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 


EQUITY  FUNDS 
Leaders 

Four-week  total  return 


assuming  a  31%  federal  tax  rate. 

10-yr.  bond 
Latest  Last 
week  week 

30-yr.  bond 
Latest  Last 
week  week 

GENERAL  OBLIGATIONS 

4.89% 

4.85% 

5.53% 

5.49% 

PERCENT  OF  TREASURIES 

75.05 

73.62 

81.46 

80.24 

TAXABLE  EQUIVALENT 

7.09 

7.03 

8.01 

7.96 

INSURED  REVENUE  BONDS 

5.01 

4.98 

5.77 

5.74 

PERCENT  OF  TREASURIES 

76.89 

75.59 

84.99 

83.89 

TAXABLE  EQUIVALENT 

7.26 

7.22 

8.36 

8.32 

EQUITY  FUND  OBJECTIVES 

% 


Laggards 

Four-week  total  return  % 


Leaders 

Four-week  total  return 


Laggards 

Four-week  total  return 


Vontobel  Eastern  Europ.  Eq.  18.9 

Pioneer  India  A  15.6 

Morgan  Stanley  Em.  Mkts.  B  15.5 

Lexington  Troika  Russia  1 5.2 

American  Heritage  14.8 

Leaders 

S2-week  total  return  % 


DFA  Japanese  Small  Co. 
Capstone  NIkko  Japan 
Fidelity  Japan  Small  Co. 
Dean  Witter  Japan 
Franklin  Templeton  Japan 

Laggards 

52-week  total  return 


-13.5 
-10.4 
-10.0 
-9.5 
-9.3 

% 


% 

9.6  Specialty-Precious  Metals 

7.6  Pacific 
7.4  Multiasset  Global 

6.7  Balanced 
6.3  Asset  Allocation 

Laggards 

%  52-week  total  return 


Jrningstar,  Inc. 


State  St.  Res.  Glob.  Res.  A     84.7  United  Svcs.  Gold  Shares  -37.9 

Interactive  Inv.  Tech  Value     82.0  Fidelity  Japan  Small  Co.  -28.3 

PBHG  Technology  &  Commun.  77.1  Matthews  Korea  -28.3 

Portico  MicroCap  Instl.        74.3  DFA  Japanese  Small  Co.  -28.3 

Fidelity  Sel.  Energy  Serv.      63.5  Lexington  Strat.  Invmnts.  -27.1 


Diversified  Emerging  Market 
Specialty-Natural  Resources 
Specialty-Technology 
Specialty-Real  Estate 
Maximum  Growth 

Leaders 

52-week  total  return 

Specialty-Natural  Resources  36.5  Specialty-Precious  Metals 

Specialty-Technology  36.2  Pacific 

Specialty-Real  Estate  35.0  Foreign 

Specialty-Financial  34.2  Diversified  Emerging  Market 

Growth  and  Income  27.5  Specialty-Utilities 


-3.0 
0.9 
2.4 

3.2 
3.3 

% 


-7.6 
1.5 
11.8 
12.6 
12.7 


e  as  of  market  close  Wednesday,  Jan.  15,  1997,  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Jan.  14.  For  a  more  detailed  explanation,  write 
lude  S&P  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  mon-     to  us  or  E-maii  figuresSbusinessweek.com  NA=Not  available  "Vanguard  Index  500  Fund 
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THE  BATTLE  TO  BUILD  A  NEW  JAPAN 


Heed  the  Nikkei.  A  revaluation  of  Japan  Inc.  is  under 
way.  Take  govemment  economic  policy:  The  recent  2000- 
point  drop,  sending  the  stock  index  down  50%  ii'om  its  high, 
is  a  vote  of  no  confidence  in  traditional  policies,  including  pro- 
tection of  domestic  markets;  high-tax,  high-pork  budgets; 
and  single-minded  promotion  of  exports.  Then  take  Corporate 
Japan.  Even  as  it  plunges,  the  Nikkei  is  rewarding  interna- 
tionally competitive  industries,  such  as  autos  and  electronics, 
with  higher  stock  prices  while  severely  punishing  once  pro- 
tected, overvalued  domestic  industries,  such  as  finance  and  in- 
surance. The  competitive  forces  of  the  open  global  economy 
are  catching  up  to  Japan's  closed  domestic  economy.  Only  mas- 
sive deregulation  and  a  significant  tax  cut  that  redistributes 
buying  power  away  from  bureaucrats  toward  Japanese  con- 
sumers can  restart  the  nation's  economic  growth.  State-di- 
rected mercantilism  has  gone  as  far  as  it  can,  and  the  Nikkei 
is  moving  Japan  toward  a  more  open — and  ultimately  more 
competitive — economy. 

But  only  if  policymakers  allow  the  Nikkei  to  work.  As 
the  U.  S.  discovered  in  the  1980s,  the  process  of  becoming 
competitive  can  be  extremely  painful.  Despite  tremendous  re- 
sistance, the  job  was  essentially  done  in  the  U.  S.  by  the  be- 
ginning of  the  1990s.  Japan,  however,  is  dragging  its  feet. 
Nearly  six  years  into  a  growrth  recession,  assets  have  yet  to 
be  assigned  theii"  proper  market  values.  The  Nikkei  is  down, 
but  it  may  need  to  drop  even  fiuther.  Just  24  months  ago,  it 
plummeted,  but  before  it  could  revamp  the  economy,  fearful 
Finance  Ministry  bureaucrats,  with  help  from  the  U.  S.  Trea- 
sury, propped  it  up  with  hquidity  and  a  massive  yen  devalu- 
ation— to  no  avail. 

The  man  most  responsible  for  the  Nikkei's  ciurent  plunge 
is  also  most  responsible  for  Japan's  deregulation.  Prime  Min- 


ister Ryutaro  Hashimoto  rode  a  promise  of  deregulatioi 
office  and  surprised  eveiyone  by  actually  trying  to  deliv 
that  promise.  First,  he  announced  a  "Big  Bang"  deregu 
of  his  nation's  financial  system.  Then,  he  agreed  to  U.  S. 
siu"e  to  open  Japan's  insurance  market.  Without  fixed 
and  government  protection,  dozens  of  banks  and  insu 
companies  were  then  seen  as  overpriced  by  Japanei 
vestors.  Their  shares  plunged,  as  did  those  of  compan 
other  protected  industries  that  ai'e  candidates  for  deregu 

But  Hashimoto  must  depend  on  the  support  of  zoku 
or  tribes  of  special  interests  vdthin  the  party.  They 
stuffed  his  new  budget  with  pork,  ranging  from  new  m 
losing  bullet  trains  to  agricultural  subsidies.  To  pay  fo 
lard,  as  well  as  that  left  over  fi"om  previous  public-work 
grams,  Hashimoto  is  pushing  for  a  two-percentage-poi 
crease  in  the  consumption  tax,  to  5%.  Consumers  don't 
They  have  already  cut  back  their  spending,  sendin 
Nikkei  down  further 

Special  interests  vrill  put  tremendous  pressure  on  Has! 
to  backtrack  on  his  deregulation  efforts.  He  should  resii 
cause  there  is  no  alternative  tool  left  for  Japan.  Pump- 
ing has  failed.  Low  interest  rates  haven't  worked.  A  wej 
isn't  doing  the  trick.  Only  more  competition  can  stir 
gi'ov^rth.  Hashimoto  should  speed  deregulation  of  ret 
transportation,  telecommunications,  constniction,  and 
trie  power  He  should  also  take  advantage  of  growing 
cynicism  toward  Japan's  bureaucrats  by  reducing  the 
thority.  Above  all,  he  should  cut,  not  raise,  taxes. 

Japan  now  has  a  two-tier  economy,  one  competitiv 
not.  Prime  Minister  Hashimoto  must  defeat  the  burea 
and  special  interests  who  are  resisting  change  and  int< 
all  of  Japan  into  the  global  marketplace. 


CLINTON'S  SHELL  GAME  ON  MEDICARE 


Leadership  is  the  art  of  coaxing  people  into  doing  what 
they  know  they  must  do.  That's  why  President  Clinton's 
shell  game  with  Medicare  reform  is  so  troubUng.  The  Presi- 
dent has  the  persuasive  skills  to  make  clear  to  America's  el- 
derly why  they  should  join  most  of  their  childi'en  in  managed 
care.  He  can  show  why  it's  necessary  to  cut  gi'ov\^h  in  gov- 
emment expenditures  on  medical  care  to  balance  the  budget 
— and  why  this  would  spiu*  economic  gi'owth  and  help  every- 
one. He  can  do  this,  but  he  won't.  That's  a  major  mistake. 

Instead,  Clinton  is  taking  the  easy  way  out.  In  the  budget 
plan  hell  submit  to  Congress  in  early  February,  Clinton  wall  of- 
fer to  cut  Medicai'e  spending  in  pait  by  shifting  $55  billion  over 
five  years  fi"om  the  Federal  Hospital  Insurance  Tnist  Fund, 
which  pays  hospital  bills  and  is  hurtling  towai'd  banknaptcy,  to 
the  fund  that  covers  doctors'  bills,  which  has  unlimited  access 
to  general  revenues.  The  Administration's  dubious  rationale  is 


that  it  is  just  putting  home  health-care  costs  where  they  1 
Not  so  fast.  The  maneuver  does  nothing  to  addre! 
real  problem:  Fee-for-service  medical  care  is  too  inef 
and  expensive,  not  only  for  Corporate  America  but  also  fo 
licly  supported,  aging  America.  Incentives  must  be  crea 
lui'e  people  into  hmos.  Medicare  premiums  should  go  up  f 
for-semce  visits.  Co-payments  should  rise.  This  will  helpia 
HMOS  more  attractive.  Millions  of  Medicare  recipients  he- 
ready  shifted  to  hmos  because  Medicare  won't  pay  forn. 
but  most  HMOS  vrill.  In  fact,  another  Clinton  Administraticf 
posal  to  chop  $20  billion  over  five  years  fi^om  Medicare  Hiv  p 
miums  could  jeopardize  hmos'  offering  these  benefits. 

President  Chnton  has  a  chance  to  redeem  himself )' 
shameless  "mediscare"  poUticking  during  the  election  * 
ercising  some  leadership  iri  cutting  Medicare  costs.  He  oi 
use  that  chance  to  lead  the  nation  into  doing  the  right  li) 
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The  miLeSahre. 
The  family's  safely  home. 


Out  there,  you  rely  on  things  like  the  safety  of  LeSabre's 
dual  air  bags!  You  rely  on  the  performance  of  its  anti-lock 
brakes.  And  your  family  relies  on  you.  For  more  reasons 
why  you  and  your  family  can  rely  on  LeSabre,  visit  our 
Web  site  at  http://www.buick.com  or  call  1-800-4A-BUICK. 


LeSABRE 

PEACE  OF  MIND 


©1997  Microsoft  Corporation.  All  rights  reserved 

Microsoft  and  Where  do  you  want  to  go  today'  are  registered  trademarks  of  Microsoft  Corporation 


pacemar 


iu_  ~  is  here.  And  that  means  there  are  a  bunch  of  webby  things  you  can  do  right  now 

what  you  already  know  right  now.  You  can  type  a  Web  address  into  anything,  for  instance, 
ffice  97  will  recognize  it  and  You  can  find  files  on  your  corporate 

et  just  by  typing  in  a  keyword,  the  same  way  you'd  search  the  Web.  And  if  you  want  to  publish 
:hing  to  the  Web,  just  select  Boom,  instant  Web  page,  no  programming 

3d.  Better  still,  you  can  share  fully  functional  Office  documents— a  spreadsheet,  for  example, 
bunch  of  key  people  can  update  simultaneously.  You  can  even  that 
n  one  Office  document  or  spreadsheet  to  another.  All  of  this  webbiness  helps  you  find  and 
ind  share  your  work  with  the  rest  of  the  world  and,  more  particularly,  the  rest  of  the  office. 
:o  know  more?  Check  out  our  Web  site.  New  Microsoft  Office  97.  This  is  the  good  stuff. 


Microsoft 
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PRATFALLS 

GOT  AN  AOL  GRIPE? 
TRY  CARRIER  PIGEON 

AMERICA  ONLINE  CUSTOMERS 

have  had  trouble  getting  onto 
the  service  since  it  introduced 
its  flat  i-ate  in  December.  This 
isn't  all  that  is  clogged  on 
AOL.  Irate  users  have  sent 
('EO  Stephen  Case  such  volu- 
minous E-mail  that  his  pri- 
mary screen  name  ("Steve 


Case")  froze  for-  24  hours  re- 
cently. In  other  words,  his 
mailbox  was  blocked.  At  the 
same  time,  another  link  to 
contact  him — an  icon  atop  the 
Steve  Case  Mailbag,  located 
on  his  official  aol  site — was 
deactivated  for  four  days. 
The  icon  was  later  replaced 
by  a  hy]jerlink  buried  at  the 
bottom  of  the  Mailbag. 

Case,  who  normally  re- 
ceives up  to  3,000  electronic 
missives  daily,  lately  gets  al- 


TALK  SHOW  ^America  demands  big  things  from  us,  a  1 
nothing  big  ever  came  from  being  small.'? 

— President  Clinton,  in  his  inaugural  address,  calling  for  a 
end  to  partisan  bickering 


any  longer;  a  50-persoi 
does  that.  All  this  ( 
kvetching  to  the  boss  1 
AOL  to  install  new  snl 
to  manage  Case's  mail 
Case  received  his  fi 
mail  surge  in  August 
AOL  crashed  systemwid  ; 
new  flat  rate  expandil 
subscriber  base  by  a  i  i 
1.2  million,  or  17%,  hi 
resulting  tie-ups  on 
hnes  have  prompted  a 
action  and  an  invest  ii 
by  a  gi'oup  of  state  atti 
general.  Lisa  No 


STEVE  CASE:  Inflammable 

most  twice  that.  Flamers 
should  know  that  Case  does 
not  handle  replies  personally 


SILICON  SAGAS 


APPLE  IS  LOOKING  MIGHTY  LONELY 


SOME  OF  APPLE'S  CLOSEST 
partners  are  looking  to  strike 
out  on  their  own.  Four  Mac- 
intosh clonemakers — Power 
Computing,  Motorola,  umax, 
and  DayStar  Digital — recent- 
ly met  with  ihm  and  Expo- 


KAHNG:  Declaring  independence 


nential  Technology,  which 
make  the  PowerPC  chips  for 
Macs,  to  discuss  ways  to  beef 
up  their  products  using  tech- 
nologies from  Apple  rivals. 
(Motorola  also  is  a  PowerPt: 
provider.)  Says  ceo  Steve 
Kahng  of  Power  Com- 
puting, the  No.  1  clone- 
maker:  "We  don't  want  to 
depend  entirely  on  Apple 
anymore." 

The  doners,  whose 
low-cost  vmits  have  led  to 
fast  growth  at  Apple's 
expense,  worry  that  fi- 
nancially beleaguered  Ap- 
ple can  no  longer  be 
trusted  to  furnish  them 


with  new  features  customers 
want.  How  would  they  assert 
independence?  Power  Com- 
puting has  already  licensed 
Be  Inc.'s  Be  operating  sys- 
tem. The  other  clonei's  hint 
they  may  follow.  (Apple  re- 
cently bought  Nex  r  Software, 
spurning  a  Be  acquisition.) 
The  chipmakers,  for  their 
part,  say  they're  looking  at 
licensing  Intel's  popular  mmx 
multiinedia  technology,  among 
others,  which  would  go  into 
the  doners'  Powerpc-based 
machines. 

Such  moves  could  hmt  Ap- 
ple: Licensees  may  then  be 
even  more  competitive  with 
the  Mac.  Apple  says  it's  un- 
aware of  the  partners'  plans 
but  welcomes  any  of  their 
innovations.    Peter  Burrows 


STREET  NEWS 


GOLDMAN'S  GRUMPY  ALSO-RANS 


GOLDMAN    SACHS  CREATED 

the  managing  director  title 
last  October  to  mollify  young 
vice-presidents  who  don't 
make  pai'tner.  But  in  some 
cases  it  has  backfired,  spawn- 
ing considerable  malaise. 
Some  of  those  named  md 
view  the  new  post  as  little 
more  than  a  booby  prize. 
And  some  young  hotshots 
feel  far  more  miffed  at  get- 
ting passed  over  for  the  8ii 
MD  slots  than  for  the  more 
lofty  (and  lucrative)  rank  of 
partner — given  to  only  40 
veeps  this  time. 


The  result:  A  number  of 
Goldman  folks  have  quit,  and 
a  lot  more  may  be  on  the 
way,  say  people  close  to  the 
firm.  Christopher  Hogg,  who 
oversaw  new  preferred-stock 
products,  and  Brian  Maier, 
who  headed  the  hotel  and 
gaming  group,  recently  de- 
camped to  Merrill  Lynch. 
Both  say  not  being  pi'omoted 
to  MD  was  "a  factoi'."  Noreen 
Hanington,  in  the  London  of- 
fice, did  make  md  but  felt  she 
should  have  made  partner; 
she  quit  and  says  she's  dis- 
cussing joining  other  firms. 


There  are  signs  (joldman 
is  aware  of  the  gTumbhng.  In 
what  insiders  call  a  bid  to 
calm  the  passed-over,  the  fiiTn 
has  promised  more  mds  will 
be  named  in  1997.  (joldman 
labels  all  talk  of  unhappiness 
ovei'  the  title  "rumors  and 
speculation."     Lisa  Sanders 


PROFIT  &  GLOSS 

BAUSCH  &  LOMB 
MAY  SEE  AN  OUT 

THE  SECURITIES  &  EXCl 
Commission's  two-yt; 
probe  into  alleged  accoi,ti; 
shenanigans  at  Bauss 
Lomb  is  nearing  an  o 
couit  settlement,  say  si 
close  to  the  inquiry.  A 
nouncement    should  j; 


AT  B&L:  Back  to  ttorij/a 

within  two  months  u  ■ 
Although  neither  m  n 
the  SEC  would  commeri 
torneys  familiar  with  si 
SEC  probes  say  the  lil 
outcome  is  a  cease-and 
order.  K&L  would  neilln 
mit  nor  deny  wrongdoiii; 
would  agree  to  refrain  'O 
futm'e  violations.  And  th^;' 
would  release  the  prolii 
flattering  findings.  !!a 
legedly  inflated  1993  eai 
by  improperly  booking 
contact  lens  and  sungllsi 
sales.  Early  last  yeai- 
conceded  the  chargr 
substance  by  voluntani 
stating  199;i  and  1991  - 
ings.  That  move  may  iv 
saved  b&l  fi-om  even  ha'i' 
sanctions.    Mark  Mai' 
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"If  You  Look  For  Value, 
You  May  Find  Performance." 


■  Now  you  can  join  the  many  investors  who  have 
recognized  the  significant  opportunities  presented 
by  searcliing  for  undervalued  and  overlooked 
securities.  The  Franklin  Templeton  Group  now 
offers  you  4  additional  value-oriented  funds 
designed  for  capital  growth  to  help  comple- 
ment your  investment  portfolio. 

■  Mutual  Series  is  one  of  die  premier  names 
in  equity  muti..al  ftmds.  Each  of  the  funds  below 


5 -Star 
Morningstar  Rating' 


boasts  competitive  performance  as  well  as  an  overall 
5-star  Morningstar  rating,  as  of 
12/31/96.'  The  Morningstar 
ratings  measured  each  fund's 
performance  against  a  uni- 
verse of  1,826,  1,058  and  598  equity  funds  for 
tlie  three-,  five-  and  ten-year  periods,  respectively 
■  Mail  in  die  postage-paid  card  or  call  today  to 
learn  more  about  the  Mutual  Series  Funds. 


Fund  Name 

Cumulative  Total  Returns" 

Average  Annual  Total  Returns 

10-Year 

5-Year 

1-Year 

5-Year 

10-Year 

Mutual  Beacon 

328.2° 

132.3 

15.6 

18.3 

1 5.6 

Mutual  Qualified 

307.6°» 

133.0° 

1 5.6° 

18.4 

1 5.0 

Mutual  Shares 

298.1 

128.3^ 

15.2 

17.9 

14.8 

Mutual  Discovery 

SINCE  INCEPTION  12/31/92 

1  15.7° 

19.1 

SINCE  INCEPTION 

21.1°° 

These  funds  may  invest  in  mergers,  consolidalions,  liquidiitions  and  reorgani^utions  as  weli  as 
in  lower-ralcd  corporale  bonds.  Foreign  issues  may  incur  special  risks  including  currency 
fluctuation  and  political  uncertainty  Investors  should  carefully  assess  the  risks  to  principal  and 
income  associated  with  these  types  of  securities  as  discussed  in  each  fund's  prospectus. 
'The  Morningstar  rating  is  based  upon  performance  when  the  fund  had  no  sales  charges  or  Rule  1 2  b  - 1 
fees.  Class  I  and  11  shares  which  were  initially  offered  on  November  1 ,  1 996,  have  not  beai  rated. 
Morningstar  proprietary  ratings  reflect  historical  nsk-adpisted  performance.  The  ratings  are 
subject  to  change  every  month.  Past  performance  is  no  guarantee  of  fulure  results  Morningstar 
ratings  are  calculated  from  the  fund's  three-,  five-  and  ten-year  average  annual  returns  in  excess 
of  90-day  Treasury  bill  rcaims  with  appropnate  sales  chorge  ad|uslments.  and  a  risk  factor  that 
reflects  hind  performance  below  90-day  T-bill  returns  The  one-year  rating  is  calculated  using 
the  same  methodology  but  is  not  a  component  of  the  overall  rating.  Ten  prrieni  ol  the  funds  m  an 
investment  category  receive  five  stars.  22,5%  receive  four  stars  and  S5"o  receive  three  stars, 
Morningstar  ratings  for  other  penods  ended  1 2 / 3 1  /96  arc  the  following:  Mutual  Beacon,  ( 5 ), 
(5)  and  (5)  stars;  Mutual  Qualified.  (5).  (5)  and  (5)  stars,  Mutual  Shares.  (4).  (5)  and  (5) 
stars;  and  for  the  Mutual  Discovery,  (5),  (N/A)  and  (N/A)  stars  among  1,826,  1,058  and 


598  equity  lunds.  lor  three,  five  and  ten  years,  respectively  The  Mutual  Beacon  Fund  received  4 
stars;  Mutual  Qualified  Fund  received  4  stars;  Mutual  Shares  Fund  received  4  stars;  and  the 
Mutual  Discovery  Fund  received  5  stars  for  the  one-year  penod  among  2.959  equity  funds. 
Past  performance  does  not  guarantee  future  resulli. 

Performance  figures  shown  pertain  only  to  Class  I  shares  of  the  fund.  Class  11  shares  are 
subject  to  different  fees  and  expenses  which  will  affect  their  performance. 
Cumulative  total  returns  show  the  percent  change  in  value  of  an  investment  and  average 
annual  total  returns  represent  the  average  annual  increase  in  value  of  an  mvetment  over  the 
indicated  periods,  ended  12/31/96.  All  calculations  have  been  restated  to  reflect  the 
current,  ma.vimum  4.5%  initial  sales  charge  and  assume  reinvestment  of  dividends  and 
capital  gains  at  net  asset  value.  Returns  have  not  been  restated  to  reflect  Rule  I2b-1  fees 
for  Class  I  and  Class  11  shares  which  arc  included  only  from  the  date  of  their  implemen- 
tation on  November  1,  1996.  Such  fees  will  affect  subsequent  performance.  Investment 
return  and  principal  value  will  fluctuate  with  market  conditions,  and  you  may  have  a  gain 
or  loss  when  you  sell  your  shares.  Past  performance  docs  not  guarantee  fulure  results. 
Franklin  Templeton  Distributors,  Inc. 


CALL  TOLL  FREE  1 -888-FRANKLIN  EXT.  P238i 


YES!  I  would  like  a  free  prospecuis  containing  more  complete  informacion  cjn  tlie  Mutual  Series  Funds 
including  sales  charges  and  expenses.  I  wiU  read  it  carefully  before  I  invest  or  send  money 

□  Mutual  Beacon         □  Mutual  Qualified      □  Mutual  Shares      □  Mutual  Discovery 

□  I  am  currently  a  Franklin  Templeton  shareholder 

□  I  am  currently  a  Mutual  Series  shareholder 
Name 
Address 

City/State/Zip  

Daytime  Phone 


BWK2/97 
P238 


F  R  A    K  L  I 

Mutual  Series  Funds 

111  Mariners  Island  Boulevard 
San  Mateo,  CA  94404-1585 


A    Member   of   the   $172    Billion  Franklin 


Templeton  Group 


Up  Front 


TRADEMARK  TIFFS 

HALLMARK  RAISES 
A  CYBER  STINK 

GIANT  HALLMARK  IS  OUT  TO 

squelch  an  upstart  rival  in 
the  nascent  field  of  E-mail 
gi'eeting  cards.  Hallmark  is 
asking  the  U.  S. 
Patent  & 
Tr-ademark 
OiTice  to  yank 
tiny  cardmaker 
Greet  Street's 
trademark  for  a 
product  called  E- 
greetings  award- 
ed last  May  With 
E-greetings,  you 
pick  an  animated, 
musical  version  of 
Greet  Street's  off- 
beat paper  cards 
online  and  E-mail  it. 

Hallmai'k,  which  sometimes 
calls  its  own  product  E-gi'eet- 
ings,  argues  that  the  tenn  is 


E-CARD 

by  Greet  Street 


generic  and  should  not  have 
been  granted  a  trademark. 
Hallmark  points  out  that  the 
Ti'ademark  Office  denied  a 
mark  last  June  for  an  almost 
identical  tenn,  E-greeting,  to 
a  company  named  Global 
Concepts.  The  agency  says 
it's  unclear  why  Greet 
Street's  mark  got  a  yes 
and  Global's — only  a 
month  later — a  no. 
Greet  Street  says 
E-greetings  isn't  a 
commonplace  term 
and  points  to  other 
trademarked  names 
such  as  E-book.  To 
date.  E-mailed 
greetings  aren't 
an  economic  pres- 
ence in  the  $7  bil- 
lion card  industry. 
Greet  Street  won't 
debut  E-greetings  until  Feb. 
3.  Price:  $4.95  each.  Hall- 
mark's alternative,  launched 
last  fall,  is  free  thus  far.  □ 


SOFTWARE  HARDBALL 


THE  DEADBEAT  PARENT  TRAP 


DEADBEAT   DADS  AND  MOMS 

beware.  The  feds  are  up- 
gi'ading  their  ci'eaky  and  in- 
effective databank  for  states 
to  track  down  parents  who 
skip  town  and  avoid  child- 
support  payments.  Before, 
the  Health  &  Human  Ser- 
vices Dept.'s  computer  took 
weeks  to  do  a  search.  With 
new  software  in  place,  that's 
cut  to  a  couple  of  hours. 

The  databank  will  really 
get  cranked  up  next  October 
when,  under  the  1996  welfare 
refoiTn  law,  employers  will  be 
required  to  report  all  new 


hires  to  the  states.  The  goal 
is  to  halve  the  $5.8  billion  in 
child  support  that  goes  un- 
collected yearly. 

The  reason  the  feds  help 
play  bloodhound  is  that  many 
of  the  deadbeats'  kids  are  on 
welfare.  In  1995,  54%  of  the 
19.2  million  single  parents 
abandoned  by  their  mates 
had  offspiing  on  Aid  to  Fam- 
ilies with  Dependent  Chil- 
dren. Single  parents  left  in 
the  lurch  who  aren't  welfare 
clients  can  use  the  tracking 
sei^vices,  too. 

Errant  parents  can  be 
crafty,  repeatedly  changing 
jobs  or  adopting  multiple  So- 
cial Security  numbers.  The 
HHS  database  aims  to  get 
past  these  ruses  by  letting 
states  pool  infomnation  about 
parents  on  the  lam.  Not 
everyone  is  sure  the  new 
scheme  will  raise  much  mon- 
ey. Many  deadbeat  parents 
are  destitute,  says  Michael 
Tanner  of  the  libertaiian  Cato 
Institute.  Elena  Maria  Lopez 


DRAWN  &  QUARTERED 


PowC  Jo-5ecorJP  A05  COST  fl.2.  /tiiL<-ioA/ 


^^^^^  \nr4'r  H\ 


l-WAY  PATROL 

A  NEW  GIG  FOR  YOUR 
PHONE:  NET  SURFER 

A  LONGSTANDING  QUEST  FOR 

many  companies  is  how  to  tap 
into  the  Internet  without  a 
computer,  so  they  can  hook 
nontechie  buyei-s.  One  answer 
came  last  year  fi-om  Philips/ 
Magnavox  and  Sony.  Their 
WebTV  is  a  set-top  box  that 
lets  folks  siuf  the  Web  via  the 
familiar  television. 

Next  comes  the  good  old 
telephone.  A  promising  Inter- 
net "appliance"  on  display  at 
the  recent  Consumer  Elec- 
tronics Show  in  Las  Vegas 
was  iPhone.  Planned  for  a  na- 
tional rollout  by  fall,  it  is  a 
joint  product  of  ciDCO,  a  mak- 
er of  caller  id  and  smart 


■PHONE:  Look  ma,  no  PC 

screen  phones,  and  InfoGear,  a 
developer  of  Internet-access 
devices  and  software.  The 
phone  contains  a  7.4-in.  backlit 
VGA  monochi'ome  touch  screen 
lai'ge  enough  to  let  somebody 
view  a  complete  Web  page 
with  no  scrolling  up  and  down. 
Touch  a  phone  number  at  a 
Web  site  to  make  an  instant 
call.  iPhone  has  a  small  key- 


boai'd  that  slides  out  fi'ur 
der  the  console  for  yc 
compose  E-mail. 

The  question  is:  Willoi 
sumers  pay  the  price?  iFor 
will  cost  about  $500.  Wi^r 
at  $300,  beats  that  handy- 
although  a  PC  can  cost  $0(i 
or  more.       Edward  C.  a 


THE  BIG  PICTURE 


OIL  IS  BURNING  V 

U.S.  energy  conservati< 
has  long  been  improvii. 
But,  measured  by  consup^ 
tion  relative  to  econoir; 
activity,  there  was  no 
progress  last  year.  Mo 
oil  was  used  partly 
because  of  a  5%  i 
crease  in  cold  da 
and  a  pn 
erence  ft 
less-fuel 
efficient 
vehicle. 


DATA:  AMERICAN  PETROLEUM  INSTITUTE 


FOOTNOTES  Total  shopping-center  square  footage,  by  state:  California,  621  million  (the  most);  Wyoming,  6  million  (the  least) 
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LONGP  I  ST  A NCE  RUNNERS 


II 


MPROVE     YOUR    BUSINESS  PERFORMANCE 


^  ^Arthur 
Andersen 


When  you  work  with  over  one-third  of  the  world's  largest  companies,  you  earn  a  track 
record  for  advising  clients  on  controlling  their  business  risks. 
Which  puts  business  performance  improvement  in  the  fast  lane. 
Care  to  join  us  for  a  run? 


http:f/zuufw.cirthumndersen.com 
©  1997  Arthur  Andersen.  All  Rights  Reserved. 


LJ  On  the  island  of  Sardinia,  protecting  all  that  lives  there  comes  naturally. 
So  when  the  people  challenged  us  to  power  their  growing  economy,  they  also 
challenged  us  to  preserve  the  environment.  We  combined  two  technologies, 
literally  taking  residue  from  Italy's  largest  refinery  and  returning  it  as  clean 
energy.  What's  on  your  energy  wish  list?  1-800-274-3332,  www.enron.com 

; ,  X  s  •    Natural  gas.  Electricity.  Endless  possibilities:^ 
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RALLYING  ROUND 
MACK  McLARTY 


Your  article  on  Thomas  F.  "Mack" 
McLarty  is  wrong  on  the  facts,  and  it 
unfaii'ly  attacks  Mi-.  McLarty's  character 
("Skeletons  in  Mack  McLarty's  closet?" 
Finance,  Jan.  20).  On  behalf  of  Presi- 
dent Clinton  and  the  McLarty  family, 
please  allow  me  to  set  the  record 
straight. 

Fu'st,  your  assertion  that  Mr.  McLar- 
ty "asked  to  be  named  Commerce  Sec- 
retary or  Ambassador  to  Mexico"  is  ab- 
solutely false.  Furthermore,  you  were 
wrong  to  report  that  the  Oklahoma 
Coipoi'ation  Commission  matter'  entei'ed 
into  White  House  consideration  re- 
garding Mr.  McLarty's  future  role  in 
the  Administration.  It  was  never  a  top- 
ic of  discussion.  Your  headline  asked 
whether  there  are  any 
"skeletons  in  Mack  McLar- 
ty's closet."  The  answer  is 
an  unequivocal  no. 

Finally,  you  claim,  erro- 
neously, that  Mr.  McLarty 
has  somehow  been  "side- 
lined." On  the  contrary, 
Mack  McLarty  continues 
to  be  one  of  the  Presi- 
dent's most  trusted  and 
valued  advisers.  Following 
his  reelection,  President 
Clinton  asked  Mr  McLarty  to  delay 
his  return  to  the  private  sector  so  he 
could  continue  to  serve  as  Counselor 
and  could  undertake  new  responsibili- 
ties as  Special  Envoy  for  the  Americas. 
Mr.  McLarty's  new  assignment  will  fo- 
cus on  expanding  trade  and  strength- 
ening U.S.  relations  with  our  neigh- 
bors in  the  hemisphere.  His  mission  is 
a  top  foreign  policy  priority  of  Presi- 
dent Clinton,  and  Mr.  McLarty  is 
singularly  qualified  to  serve  in  this 
capacity. 

Your  attack  on  Mr  McLarty's  char- 
acter is  inaccurate  and  gTossly  unfair 
Mr.  McLarty  is  a  man  of  great  personal 
integi'ity  and  character  In  the  Clinton 
Administration,  he  has  been  a  tireless 
advocate  for  matters  affecting  the 
American  business  community.  Your 


readers  deserved  a  more  respniil 
portrait  of  Mack's  valuable  servif  i 
Michael  M(,(a 
White  House  Press  Secr^ 

Waslii)-' 

Your  story  assails  the  good  nai 
Mack  McLarty.  I  do  not  know  the 
of  the  case,  but  I  know  Mack  M-  !: 
and  I  can  read.  The  article  spins  LLi 
of  wrongdoing  and  intrigue  wil 
telling  how  McLarty  was  involvt 
what  he  supposedly  did  wrong. 

Statements  such  as  the  one  in  \ 
a  "Democratic  Senate  source"  a 
Mack  "couldn't  get  confii'med  if  hi 
depended  on  it"  are  irresponsible 
in  all  likelihood,  dead  wi'ong.  I  w 
the  Senate  long  enough  never  to 
diet  the  outcome  of  confirmations. 
Mack  McLarty  is  respected  and 


ANUNGHEGKEREDPAST 

"Your  headline  asked 
whether  there  are 
any  'skeletons  in 
Mack  McLarty's 
closet.'  The  answer 
is  an  unequivocal  no" 


by  many  members  on  both  sides  o 
aisle. 

Mack  is  known  for  his  moderatior 
his  bipartisan  approach.  I  am  pie 
that  we  still  have  businesspeople 
Mack  willing  to  serve  in  governnti' 
even  with  the  assaults  that  now  see  t 
be  automatic  in  Washington.  I  am 
pleased  that  he  continues  to  servr 
Clinton  Administration  and  the  Ai 
can  people  vdth  such  responsibilitii 
Counselor  to  the  President  and  Sp 
Envoy  for  the  Americas. 

Sam  ^ 
Washiii 

Editor's  note:  Nunn  is  a  former  Lh 
cratic  Senator  from  Georgia. 

I  was  disturbed  to  read  the  ai 
about  Mack  McLarty  that  appeaif 


Business  Week 

A  [)ivisu)n  of  The  McGraw  Hill  ( }»npamci 


FEBRUARY  3,  1997  (ISSN  0007-7135)*  **  3512 

I'lilili-linl  «,  ,  1  i ,  ,.,.|,   II.  II.  Iii:mi     liv  Till- IWi-Craw-Hill 

r,,in|i,u,|.      !•      I     ■,■  li.  I     I       I     M    '.I  '  .      ■       "I'l  I'l4i<). 

Kmtnihi  ,  I  .1  ..I  I  ,.  '  ,1  ,i..i  .  ,1  ,  i.„,  VI,  I  ,  .  I  ilfices:  The  McGraw- 
Hill  r,,i„|,,,i,i,    i;,  .„...  IJJI  .Xviiiirnl  III,,  ,\,n,,,K.a.s,  New  York,  N,Y, 

liiiL'n  I'  ii  |,i,.,i"  JiJ-:,IJ  JilK),  Tek-.\;  Dumestii-  IZIUS'J:  Intl.  iS(iOI27fl:K). 

I '  ,s  -hI  ill,,.,  I  III-  •  ri  'I,',  per  .year;  2  years.  S79,95; :!  .years,  .$!l!l.a5, 

Siiifjk  I  ,,|        s:;  ,",ii,  I,. 1, 1  i-siies,  $.S,  Write  for  rates  in  other  countries. 

Suiiscnher  Senir  (  -  I  -i«i  r,  ivijilil  TUI):  l-!<00-.>>4-1.57il 


Postma.slcr:  Seml  .kIUh 
Hightstown,  N,l.ll,s.-.3i  1' 
111  luWitii.nal  mailing  .iffic. 
Inli'i-national  I'uhlicjition: 


.  Ii.im  r  to  BUSINESS  WEEK.  P.O.  Box4:i0, 
i  iilIumI,  liostage  paid  at  New  York.  N.Y.. and 
^  J'l.ista^'e  paid  at  Montreal.  P.Q.  Canada  Post 
Mail  Product  .Sales  Agreement  No.  24<>4Jv4 


Registered  for  RST  as  Tlie  McGraw-Hill  Companies,  I  nt.  GST  » 1 : 1  - 
Cfjpynght  lt»97byThe  McGraw-Hill  Companies.  Inc,  All  righlM-e.^.  i 
tie  registeml  in  I  l.S.  Patent  OtEce,  European  Cil-culation  Center, 
HjII  Hoasc.  Maidenhead,  Berki.  England.  Telephone:  aili2»-2Stil;  Telej « 

( Ifficer-  of  The  McGraw-Hill  Companies.  Inc.:  Joseph  L.  Dionne,  Clp 
and  (  hief  E.vecutiye  Officer  Harold  W.  McGraw,  III,  President  at* 
( tperating  Officer  Kenneth  M.  Vittor,  Senior  Vice  President  and  .ei 
(."oiinsel;  Robert  .J,  Bahash,  Executive  Vice  President  and  Chief 
Officer;  Frank  D.  Pcngla.se.  Senior  Vice  President,  Treasury  OpejO 
Michael  K.  Hehir.  President,  Information  Services  Group, 

PHOTOCOPY  PERMISSION:  Where  necessary,  permission  isik 
hy  the  copvTight  ov\Tier  for  those  registered  with  the  Copyright  ('In* 
(''enter  (C:('C|,  222  Rosewood  Drive,  Danvers,  MA  Onet,  to  photKi' 
article  hei-ein  for  the  flat  fee  of  $1.«0  per  copy  of  each  article,  Se|M 
ment  to  the  CCC.  Copying  for  other  than  personal  or  internal  re'" 
use  without  express  permi.ssion  of  The  McGraw-Hill  Companies  c. 
[)rohibited.  Address  requests  for  customized  bulk  reprints  to  BP* 
Week  Reprints,  P,0,  Box  4,57,  HighLstown,  NJ,  08520,  or  call  609-!:* 
ISSN  0007-7i:i,5/;)6/$:!..50  PRINTED  IN  THE?- 


12  BUSINESS  WEEK  /  FEBRUARY  3,  1997 


WKen  Ji  J  you  stop  looking  up? 


here  was  a  time  when  travelling  was  still  a  great  adventure  to  yon. 
It  opened  your  eyes.  Inspired  you.  And  always  gave  you  a  fresh,  new  perspective  on  the  world. 

Fortunately,  there's  a  place  where  it  still  does.  Step  inside  any  Hyatt  hotel  or  resort, 
and  discover  once  again  the  joy  of  reaching  a  destination  that  captures  your  inuiguiation. 

You  might  see  a  magnificent,  23'Story  atrium  when  you  enter  our  lobby.  Or  a 
panoramic  city  view  through  the  windows  of  one  of  our  meeting  rooms.  Or  Romanesque 
ii^f     arches  towering  above  you  in  a  hotel  created  from  a  historic  train  station. 

And  everything  we  do,  from  tlic  fine  art  we  commission  to  the  exceptional  cup  of 
coffee  we  serve,  will  help  make  your  next  trip  a  delightfully  new  experience.  In  fact,  things  could  start 
looking  up  from  the  moment  you  check  in.  For  reservations, 
contact  your  travel  planner  or  call  Hyatt  at  1-800-233-1234. 


H  YAT  T 


AT&T 

YourTrue  Choice 


LS  &  RES 


® 


Feel  the  Hyatt  Touch" 


prouel  \o  (ittt-r  KVtkl  Long  Distance  Service  for  all  your  ATCT  Calling  Card.  ATCT  Universal  Card  and  operator-assisted  calls  at  most  locations. 

Hyutt  Holch  ami  RcwtIs"  encompasses  hotels  munogeci.  futjichsed.  or  operated  by  two  separate  groups  of  amipantes  -  Hyatt  Corporation  and  its  affiliates  and  affilialcs  of  Hyatt  Intertialioiial  Corporation  €W996  Hyatt  Corp. 
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BUSINESS  WEEK.  I  know  Mack  McLarty 
as  a  friend  and  colleague  and  was  per- 
sonally gi'atified  when  he  agi'eed  to  take 
on  his  present  assignment  as  Special 
Envoy  for  the  Americas.  He  is  held  in 
high  regard  by  key  leaders  throughout 
Latin  America  and  the  Caribbean,  and  I 
believe  that  he  can  make  very  impor- 
tant contributions  in  furthering  the  re- 
lationship between  the  U.  S.  and  our 
neighbors  in  the  Americas. 

Our  Latin  American  neighbors  know 
Mack  McLarty,  as  I  do,  as  a  man  of  in- 
tegiity,  piinciple,  and  decency.  I  am  con- 
vinced that  as  Special  Envoy  for  the 
Americas,  Mack  McLarty  will  serve  his 
country  and  the  President  with  effec- 
tiveness and  honor  in  a  manner  that 
will  advance  relationships  between  the 
U.  S.  and  the  other  countries  of  the 
hemisphere. 

Sol  M.  Linowitz 
Washington 

Editm-s  mte:  Linowitz,  a  longtime  Latin 
America  expert,  was  U.  S.  ambassador 
to  the  Organ  izatio7i  of  American  States 
from  1966-1969  ayid  co-negotiator  of  the 
Panama  Canal  treaties. 

TO  AND  FRO 

ON  TANDY  

Readers  of  the  article  on  Tandy 
might  be  left  with  less  than  a  com- 
plete picture  of  our  company's  growth 
("Promises,  promises  at  Tandy,"  News: 
Analysis  &  Commentaiy,  Jan.  20).  Since 
1980,  the  compounded  annual  increase 
in  our  stock  value  has  been  more  than 
12%,  plus  dividends.  In  addition,  we 
are  in  a  cyclical  industry,  which  was 
booming  in  1987  but  is  in  its  worst 
downturn  in  history  right  now.  As  not- 
ed in  your  article,  overall,  Tandy  has 
made  more  money  in  consumer  elec- 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  tfie  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 


www.businessweek.com 

and  on  America  Online  at  Keyword  BW, 
To  sign  up  for  BW  on  AOL,  call  (800)  B41-4848 
and  mention  Business  Week. 

MaVen 

Shopping  for  computer  equipment?  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.com 


tronics  than  any  other  corporation  in 
the  electronics  industry. 

Going  foi"ward,  we  intend  to  continue 
to  grow.  Strategic  plans  for  both  Radio- 
Shack  and  Computer  City  will  capitalize 
on  growth  opportunities,  such  as  Amer- 
ica's Telephone  Stores  for  the  former 
and  small  office/home  office  for  the  lat- 
ter. Fortunately,  unlike  most  of  the  in- 
dustry, our  plans  do  not  require  us  to 
wait  on  the  appearance  of  a  new  prod- 
uct to  gl"OW. 

This  strategy  should  fuel  earnings 
gi'owth  as  our  restnicturing — and  re- 
sulting leaner  operations — generate  ex- 
cess cash  flow.  Also,  the  article  did  not 
mention  om-  share  repuix-hase  program, 
which  should  further  enhance  gi'owth 
in  earnings. 

John  V.  Roach 
Chairman  and  ceo 
Tandy  Corp. 
Fort  Worth 

Your  story  on  John  Roach  and  his 
performance  as  Tandy's  CEO  was  right 
on  target.  Since  meeting  personally  with 
Mr.  Roach  in  1990  concerning  a  share- 
holder proposal,  I  have  been  convinced 
that  he  is  neither  a  visionary  nor  an 
effective  implemented 

I  hoped  to  be  proved  wi-ong,  but  un- 
fortunately the  opposite  has  been  the 
case.  I  was  particularly  frightened  by 
his  statement  that  he  did  not  see  Wal- 
Mart  Stores  Inc.  as  a  competitor.  And 
he  did  not  think  that  Tandy's  PC  busi- 
ness should  have  been  spun  off,  because 
it  "couldn't  siu^vive  without  RadioShack's 
volume." 

There  is  another  culprit  in  this  sad 
story  of  a  once  great  company  and 
stock — the  boai'd.  I  have  one  easy  ques- 
tion for  them:  If  Mr  Roach  had  been 
their  stockbroker  or  financial  adviser, 
and  their  personal  portfolios  had 
dropped  5.7%  in  the  past  10  years — 
during  the  gi'eatest  bull  market  of  all 
time — which  of  them  would  have  not 
fij-ed  him  by  now? 

If  RadioShack  accounts  for  all  of 
Tandy's  profits,  and  Mr  Roach's  strate- 
gies have  all  failed,  how  can  this  board 
continue  to  support  him?  I  believe 
strongly  that  it  all  starts  at  the  top 
and  that  15  years  is  enough  time.  The 
only  thing  this  board  has  not  tried  is 
changing  the  ceo.  They  owe  that  to 
their  shareholders. 

Matthew  D.  Upchurch 
Fort  Worth 

Editor's  note:  Matthew  Upchurch  is  the 
son  of  Jesse  Upchurch,  the  stepsoyi-in- 
law  of  Charles  Tandy,  who  was  the 
founder  of  Tandy  Corp.  Jesse  Up- 
church resigyied  from.  Tandy's  board 


on  Jan.  15  in  a  dispute  over  Jh 
Roach  's  performance. 

LOOK  BEFORE  REVAMPING 
SOCIAL  SECURITY  

The  innovative  private-sector  ; 
tions  proposed  by  the  Social  Sect 
Advisory  Council  are  a  welcome  ; 
tion  to  the  debate  on  restoring  S 
Security  to  long-range  solvency  (" 
should  we  fix  Social  Security?"  X 
Analysis  &  Commentary,  Jan.  2(i). 

The  American  Academy  of  Act  ; 
ies  has  examined  means  testing  and' 
distinct  ways  to  privatize  the  systen 
vesting  Social  Security  trust  func  , 
sets  in  the  private  mai'ket  and  moviT 
portion  of  the  Social  Security  cont  ^ 
tions  into  individual  accounts.  The  ; 
emy  concluded  that  both  methodsi. 
feasible. 

However,  before  drafting  legisl: 
that  would  mark  a  departure  fron 
system's  basic  philosophy  of  providi 
floor  of  retirement  savings  for  ; 
Americans,  Congress  must  con^ 
several  important  questions:  Will 
vate  markets  continue  to  yield 
rates  of  return  after  a  huge  iiifi 
of  Social  Security  assets?  Will  hi 
costs  erode  those  returns?  Will  wm 
be  permitted  to  spend  their  acci 
before  retirement?  Will  govemmei! 
spond  to  retirees  who  spend  thei  i 
dividual  accounts  too  rapidly?  And ' 
will  the  federal  government  res 
to  the  decrease  in  revenues  fr^m 
vatizing  Social  Security — with  inert 
borrowing,  higher  taxes,  or  red 
spending? 

Larry  Zimijlt 
Pres 

American  Academy  of  Actu 
Washii  - 
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FLICTING  ACCOUNTS 

Creation  and  Crash  of  the  Saatchi  &  Saatchi  Advertising  Empire 

3vin  Goldman 

n&  Schuster.  384pp.  $26 


UTCHI:  THE 
HAT  HUBRIS 


HOUSE 
WRECKED 


1  ven  by  the  eccentric  standards 
of  the  advertising  business,  it's 
J  hard  to  find  behavior  more  out- 
sh  than  that  of  the  Saatchi  brothers 
le  1980s  and  early  1990s  at  their 
cy,  Saatchi  &  Saatchi.  Conflicting 
mnts.  by  former  Wall  Street  Jour- 
advertising  columnist  Kevin  Gold- 
.  details  that  outrageousness.  More- 
,  it  is  a  blow-by-blow  account  of 
brothers  Charles  and  Maiuice  built 
mpire  to  feed  their  egos  and  then 
erately  destroyed  it  after  they  were 
ed  for  irresponsible  behavior. 
)ldman  tells  a  riveting  story  fi'om 
perspectives  of  its  many  partici- 
;.  T"here  ai'e  problems,  though:  Con- 
>ig  Accounts  offers  a  wealth  of  in- 
ation  but  doesn't  organize  it  well, 
mes,  readers  from  outside  the  ad 
less  may  find  themselves  lost  amid 
isider  gossip,  multitude  of  charac- 
and  complex  machinations.  And 
's  precious  little  insight  into  the 
ations  of  the  brothers,  who  appear 
)  have  cooperated  with  the  author. 
Idman  lays  the  blame  for  the  ad 
I's  demise  squarely  at  the  brothers' 
Charles  and  Maurice  are  the  sons 
I  Iraqi  Jew  who  emigTated  to  Lon- 
I  n  1947,  where  he  owned  textile 
Charles  went  into  copywriting, 
'oungei-  brother  Maurice  sold  ad 
in  trade  journals.  In  1970,  at  27 
5,  respectively,  they  pooled  their 
s  to  create  Saatchi  &  Saatchi,  hii-- 
ich  future  luminaries  as  Tim  Bell, 
■  public-relations  fii-m  now  repre- 
the  cream  of  British  society,  and 
1  Sorrell,  now  chairman  of  rival 
•roup. 

question,  the  upstait  agency's  out- 
as  good.  Its  "Labour  Isn't  Work- 
ampaign  is  credited  with  bring- 
irgai'et  Thatchei-  to  power  in  1979. 
;m  was,  the  brothers  set  their 
on  building  the  biggest,  not  nec- 
\  tlie  best,  ad  shop  in  the  woi'ld. 


They  began  using  the  stock  market 
to  fund  a  huge  acquisition  binge.  Tvpi- 
cally,  they  issued  new  stock  to  existing 
shareholders  and  used  the  proceeds  to 
buy  smaller  agencies.  They  usually  paid 
out  half  the  asking  price  in  cash  and 
covered  the  rest  in  installments  over 
10  years — draining  future  cash  flow 
when  it  would  be  needed  the  most.  In 
the  U.  S.,  they  acquired  Backer  & 
Spielvogel,  Dancer  Fitzgerald,  and  Ted 
Bates  Advertising.  They  branched  out 
into  other  areas,  snatching  up  manage- 
ment consults  Hay  Group, 
the  Yankelovich  pollsters, 
and  the  Kobs  &  Draft  di- 
rect-marketing shop. 

By  1986,  Saatchi  & 
Saatchi  had  spent  $1  bil 
lion  to  acquire  37  compa- 
nies. It  had  18,000  employ- 
ees in  500  offices  in  (i5 
countries.  But  as  Goldman 
tells  it,  the  brothers  cjuick- 
ly  ignored  each  new  pur- 
chase. They  did  nothing  to 
manage  client  conflicts,  and 
they  hired  managers  who 
knew  little  about  advertising  since  those 
were  easier  to  manipulate. 

Meanwhile,  the  duo  began  withdraw- 
ing from  day-to-day  operations.  Mau- 
rice continued  to  advise  his  favorite 
clients,  British  Aii-ways,  Mars,  and  Proc- 
ter &  Gamble,  but  Charles  became  a 
total  recluse.  Despite  being  chairman, 
he  never  once  attended  a  board  meet- 
ing. Goldman  reveals  that  Charles'  shy- 
ness was  pure  shtick:  He  really  led  an 
active  social  life  and  spent  his  time 
building  one  of  the  world's  largest  mod- 
ern art  collections. 

In  1987,  events  took  an  almost  farci- 
cal turn.  The  Saatchis  made  a  bid  for 
Midland  Bank,  then  Britain's  fourth- 
largest,  with  $77  billion  in  assets.  Tliey 
failed  miserably  and  were  rightly  de- 
rided by  City  of  London  financial  wiz- 


KEVIN  GOLDMAN 


ar-ds.  Simultaneously,  the  company  start- 
ed having  serious  cash-flow  problems, 
clients  began  jumping  ship,  and  the  re- 
cession hit.  The  Saatchis  never  regained 
their  footing,  despite  hiring  caretaker 
CEOS  to  cut  costs  and  lay  off  thousands. 
The  firm  dipped  close  to  bankruptcy 
several  times,  and  yet  the  brothers  con- 
tinued to  blow  money. 

At  this  time,  bottom-feeding  mutual 
funds,  including  those  managed  by 
American  David  Herro,  began  buying 
up  Saatchi's  shares,  which  had  fallen 
from  a  high  of  $12  to  $2.  Herro  had 
high  hopes  for  a  Saatchi  turnaround, 
but  was  horrified  by  Maurice's  antics. 
With  12%  of  the  company's  shares  in 
his  portfolio,  Herro  would  ultimately 
lead  the  charge  to  get  rid  of  the  broth- 
ei's.  Through  it  all,  the  board  did  little, 
mostly  because  Maurice  had  packed  it 
with  yes-men,  according  to  Goldman. 

The  denouement  came  at  a  Decem- 
ber, 1994,  board  meeting.  Tlie  last  straw 
was  a  lucrative  stock-option  package 
that  Mam-ice  negotiated  for 
himself,  despite  years  of 
losses.  He  was  dumped. 
His  brother  and  three  key 
executives  left  with  him 
and  precipitated  an  ugly 
war  that  profited  no  one. 
The  brothers  formed 
M  &  C  Saatchi— but  al- 
though they  managed  to 
lure  away  Bi'itish  Airways 
and  other  key  clients,  they 
are  unlikely  to  evei-  repair 
then-  image.  Theii-  old  com- 
pany, now  Cordiant,  con- 
tinues to  struggle. 

The  Saatchi  brothers  were  not  alone 
in  making  mistakes.  Herro  especially 
failed  to  note  big  differences  in  British 
corporate  governance,  whose  unwiitten 
rules  then  did  not  condone  the  forced 
ousting  of  management — particularly  by 
Americans.  Shareholders  can  see  what 
happens  when  they  act  too  late  and 
then  tiy  to  adjust  by  making  overly  ag- 
gi-essive  demands,  as  Herro  did.  Board 
members,  too,  should  view  the  Saatchi 
ch'ama  as  an  exami)le  of  how  not  to  gov- 
ern a  company.  Others  can  just  enjoy 
this  incredible  tale  for  its  pure  enter- 
tainment value.  It's  better  than  fiction. 

BY  PAULA  DWYER 
Former  London  Bureau  Chief  Dwijer 
covered  Saatchi  &  Saatchi  for  business 

WEEK. 


jQLDMAN  LAYS  THE  BLAME  FOR  THE  AGENCY'S 
DEMISE  SQUARELY  AT  THE  BROTHERS'  FEET 
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The  other  is  information.  Because  no  trade  would 
ever  be  made  without  it.  And  helping  clients  manage 
information— not  just  process  it— is  what  Unisys  does 
best.  That's  why  Unisys  solutions  are  trusted  for  the  most 
demanding  jobs— like  trading  over  800  million  shares  in  a 


single  day.  Unisys  systems  support  500  transactions  a  s 
ond,  transmitting  details  to  over  3,000  workstations.  At 
Unisys  is  behind  everything  from  managing  a  quotallai] 
database  to  maintaining  the  world's  first  "electronic  tradiou 
floor.  "  It's  all  part  of  information  management— our  wai, 


)ing  you  use  information  as  an  asset  to  gam  competitive 
antage.  Call  for  details  and  learn  what  clients  like  The 
daq  Stock  Market  learned.  When  it  takes  information  to 
your  business,  it  takes  Unisys  to  help  you  run  it  better. 
,  /www.unisys.com  or  1-800-874-8647.  ext.  222 


UNiSYS 

When  information  is  everything. 
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by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 
THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible — with  a  new  resource  guide. 

FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
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Hey,  Gen-Xers — mutual  funds  and  mortgages  can  be  fun! 

PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 
THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investme 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  fi 
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THE  TRUTH  ABOUT  MONEY  by  Ric  Edelman  (Georgetowt 
University  Press  •  $19.95)  How  to  plan  and  invest,  accoi 
to  a  financial  columnist. 
THE  ROAD  AHEAD  by  Bill  Gates  with  Nathan  Myhrvold  ai 
Peter  Rinearson  (Penguin  •  $15.95)  Microsoft's  chief  on 
implications  of  the  l-way,  in  a  "completely  revised"  editic 
1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $8.95)  Give  them  a  champagne  brunch,  a  a 
al-dress  day — or  plain  old  cash. 
J.K.  LASSER'S  YOUR  INCOME  TAX  1997  by  the  J.K.  La; 
Institute  (Macmillan  •  $14.95)  Get  ready,  here  it  comes. 
THE  WAVE  3  WAY  TO  BUILDING  YOUR  DOWNLINE  by 
Richard  Poe  (Prima  •  $14.95)  Further  tips  on  network 
marketing. 

YOUR  MONEY  OR  YOUR  LIFE  by  Joe  Dominguez  and  Vic 
Robin  (Penguin  •  $11.95)  To  achieve  financial  indepen- 
dence, restructure  your  life. 
INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Bo< 
$19.95)  From  stocks  to  small  business — with  cartoons,  t 
THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTAND! 
MONEY  AND  INVESTING  by  Kenneth  M.  Morris  and  Alan 
Siegel  (Fireside  •  $13.95)  Concise  explanations  enrichec 
with  graphics. 

THE  ONE  MINUTE  MANAGER  by  Kenneth  Blanchard  Phi 
and  Spencer  Johnson  M.D.  (Berkley  •  $9.95)  Three 
management  techniques,  conveyed  in  brief  story  form. 
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it's  nearly  14  MONTHS  SINCE  BILL  GATES'S 

The  Road  Ahead  hit  the  stores.  In  In- 
ternet Time — the  speeded-up  pace  at  which  the  Net  is  driving 
changes  in  technology  and  Silicon  Valley  business  strategy — 
that's  almost  a  decade.  So  it's  high  time  for  an  update.  Sure 
enough,  a  heavily  revised  new  edition  came  out  in  November. 
It's  now  No.  8  on  business  week's  paperback  best-seller  list. 

A  year  of  living  by  the  Internet  clock  has  focused  Gates's 
thinking  about  the  Net  and  other  Information  Age  issues,  re- 
sulting in  a  far  better  book.  The  original  tended  toward  garden- 
variety  speculation  on  the  direction  and  impact  of  the  Infor- 
mation Revolution.  Appearing  just  as  Gates's  Microsoft  Corp. 
was  scrambling  to  come  to  grips  with  the  Net,  The  Road 


Ahead  seemed  determinedly  out  of  touch  with  reality: 
knowledged  the  phenomenal  rise  of  the  Internet  but  trea 
as  one  of  many  interesting  developments  m  a  fu+ure  fl( 
with  all  sorts  of  interactive  networks. 

The  new  Road  Ahead  comes  down  to  earth  in  imp( 
ways:  In  a  new  introduction,  Gates  admits  he  had  unc 
timated  the  Net  while  pursuing  technologies  such  as 
active  TV  networks.  Chapter  5  is  one  of  four  wholly  reW 
ones  that  make  clear  that  the  Internet  is  the  road  aheai 
that  Gates  is  now  giving  it  his  best  thinking.  That  may  ! 
another  update  soon.  Better  yet,  what  about  a  permc] 
continuously  updated  Road  Ahead  Web  site? 

GEOFF 
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ourse,  you  wouldn't  make  an  important 
:ion  like  this  for  anything  but  love. 
)nce  you've  made  your  decision, 

u 
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you  spend* The  Citibank  AAdvantage 
card  is  accepted  at  more  than  12  million 
locations  —  lots  of  places  to  buy  things 
that  reflect  your  devotion  and  love 
of  miles.  To  apply,  call  I-800-FLY-4444. 


Never  miss  another  mile. 


or  was  it  the  miles? 

=  maximum  number^of  AAdvantage  miles  you  can  earn  with  the  Citibank  AAdvantage  card  is  60,000  miles  per  calendar  year  (purchases  recorded  on  your  Jan  -  Dec  billing  statements).  Amencan  Airlines 
age  Platinum*  and  AAdvantage  Gold  '-  members  are  excluded  from  this  limit.  Amencan  Airlines,  AAdvantage,  AAdvantage  Platinum  and  AAdvantage  Gold  are  registered  trademarks  of  American  Airlines,  Inc. 
rican  Airlines  reserves  the  right  to  change  AAdvantage  program  rules,  regulations,  travel  a»/ards,  and  special  offers  at  any  time  without  notice,  and  to  end  the  AAdvantage  program  with  six  months  notice. 
The  Citibank  AAdvantage  card  is  issued  by  Citibank  (South  Dakota),  N.A.  Diamond  engagement  ring  by  Van  Cleef  &  Arpels.  ©  1 997  Citibank  (South  Dakota).  N.  A.  Member  FDIC 


To  keep  energy  flowing,  we're 
approaching  tilings  from  a  different  angle 


Sometimes  the  best  way  to  get  to  drilling  can  dramatically  reduce  drilling  costs, 

the  bottom  of  things  isn't  straight  but  more  importantly,  it  greatly  expands  the 

down.  For  example,  there  are  vast  reserves  world's  useable  reserves.  In  many  cases, 

of  oil  and  natural  gas  in  formations  that  are  vertical  wells  that  were  near  depletion  have 

best  approached  sideways.  So,  using  been  converted  to  horizontal  and  are  now 

advanced  drilling  technology  and  space-age  producing  more  abundantly  than  before.  The 

guidance  systems,  we  can  now  turn  our  wells  search  for  energy  is  critical  to  all  of  us.  This 

horizontally  from  miles  down  and,  in  some  is  one  way  we've  turned  the  corner  on  it.  To 

cases,  in  multiple  directions.  Horizontal  learn  more,  our  Web  site  is  www.mobil.com. 


Mobil 


The  energy 
to  make  a  difference- 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

MAKE  WAY  FOR 
MMX  COMPUTERS 


PCs  with  Intel's  new 
chip  are  not  only  fast, 
they're  tops  in 
multimedia  functions 

My  workhorse  office 
computer  i-s  really 
fast.  With  a  200- 
megahertz  Pentium  Pro  chip, 
64  megabytes  of  memory, 
and  Windows  NT,  it  ought  to 
be.  But  in  some  applications, 
especially  those  using  video 
clips,  the  latest  home  com- 
puters leave  it  in  the  dust. 

The  difference,  as  you 
doubtless  know  if  you've  seen 
any  computer  ads  in  the  past 
few  weeks,  is  something 
called  MMX  technology  from 
Intel.  Unless  you're  a  fanati- 
cal gamer,  mmx  isn't  reason 
enough  to  replace  an  other- 
vdse  satisfactoiy  desktop.  But 
if  you're  in  the  market  for  a 
new  system,  mmx  is  definitely 
the  way  to  go. 

The  improvement 
can  be  dramat- 
ic. On  my  Pen- 
tium Pro  ma- 
chine, film  clips 
are  flickery 
when  viewed 
at    bigger  than 
postage-stamp  size.  \ 
Two  mmx  machines  I  ^. 
tried,  a  Compaq  Pre- 
sario  4770  and  an  IBM 
Aptiva  S90,  showed  the 
same  clips  smoothly  even 
on  a  full  screen. 

What  does  mmx  do?  Until 
now,  Intel  has  improved  Pen- 
tium performance  by  giving 
the  chip  a  faster  "heartbeat," 
which  governs  how  fast  in- 
structions are  processed. 
MMX's  new  cii'cuitry  provides  a 
shortcut  for  simple,  repetitive 
arithmetic.  Dissolving  one 
video  scene  into  another,  for 


example,  takes  1.4  billion 
mathematical  operations  per 
frame  without  mmx,  accorcUng 
to  Intel.  MMX  needs  just  525 
million  operations.  In  addition, 
Intel  says  design  changes 
boost  the  overall  performance 
of  MMX  chips  by  about  10%. 

Getting  the  full  benefit  of 
an  MMX  Pc:  requires  specially 
designed  software,  which  is 
on  the  way.  For  one  thing, 
Intel  gave  the  detailed  pro- 
gramming information  for  the 
new  chip  to  software  devel- 
opers last  March,  so  they've 
had  lots  of  time  to  prepare. 

"^^rf^^v'^'     Over  time,  the  new 

not  all,  MMX  com-  ' 
puters   on   sale  chip  should  help 

feature    movie  make  computers 

players  that 


show  videos  in  a 
much  improved 
way.  Software 
makers  are  al- 


simpler  and  cheaper 

COMPACT  PRESARIO 
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ready  shipping 
about  a  dozen  mmx  applica- 
tions, such  as  the  arcade 
game  pod  fi-om  Ubi  Soft  En- 
tertainment, a  3-D  design 
package  called  Visual  Home 
from  Books  That  Work,  and 
the  image  manipulation  pro- 
gram Adobe  PhotoDeluxe 
fi-om  Adobe  Systems. 


mmx  should  be  a  boon  for 
videoconferencing.  But  other 
mainstream  business  apphca- 
tions — word  processing,  data- 
base browsing,  number 
crunching,  or  E-mail — will 
benefit  only  as  they  use  more 
multimedia  featui"es.  In  addi- 
tion to  games  and  video,  the 
applications  that  vdll  gain  the 
most  will  be  image  editing, 
including  digital  photogi'aphy, 
and  desktop  publishing. 
FREE  DISH.  Nearly  every 
computer  maker  added  mmx 
models  at  the  beginning  of 
January.  For  the  moment, 
MMX,  which  comes  in  166-Mhz 
and  200-Mhz  versions,  is 
found  mainly  on  top-of-the- 
hne  models.  A  166-Mhz  MMX 
family  PC  fi"om  Gateway  2000 
costs  $2,149  without  monitor, 
only  $50  more  than  the  stan- 
dard Pentium  machine.  (And 
the  MMX  includes  a  coupon 
for  free  sateUite  dish  system 
hardware.)  By  yearend,  most 
desktops  and 
laptops  will  be 
MMX  models.  A 
Pentium  Pro 
version  of  MMX, 
code-named  Kla- 
math, is  due  in 
the  second  half 
of  the  year. 

Over  time, 
MMX  should  help 
make  computers 
simpler  and 
cheaper.  Many 
functions  now 
done  by  special- 
ized circuits, 
such  as  sound 
cards,  graphics 
accelerators,  and 
modems,  wiU  be 
taken  over  by 
the  processor. 
Yamaha  already 
offers  an  all-software 
music  synthesizer  for  mmx, 
and  Motorola  will  soon  have 
software  modems. 

Sluggish  retail  sales  of 
computers  in  the  closing 
months  of  last  year  suggest 
that  many  people  delayed 
purchases  to  wait  for  mmx. 
Based  on  what  I've  seen,  I 
think  most  of  them  will  find 
the  wait  worthwhile. 


BULLETIN  BOAR 


SEARCH  TOOLS 
FAULTLESS  FILE  FINDER 

You  know  the  data  you  wai 
on  your  computer,  but  you 
can't  find  it.  Blame  the  rui 
mentary  search  tools  built 
into  Windows.  You  need 
AltaVista  Search  My  Comp 
for  Windows  95  and  NT,  thi 
personal  version 


^^Sm — ii 

of  the  popular  World  Wide 
search  tool.  A  trial  of  the  i 
program  can  be  downloadj 
from  altavista. digital. comi 
When  the  program  is 
installed,  it  indexes  all  yoij 
files,  then  updates  the  ind. 
daily.  You  search  using  a 
Microsoft  Corp.  or  Netscap 
Communications  Corp.  brcs- 
er.  The  results  pop  up  witf 
clickable  link  to  the  file. 

BROWSERS 
SNEAK  PREVIEW 

Adventurous  souls  who  w2 
look  at  the  next  generatioi 
Web  browsers  can  down 
"preview"  version  of  Nel. 
Communicator  from  home 
netscape.com.  Commumc 
breaks  the  parts  of  Netscr 
Navigator  into  a  Web  brov\^r, 
a  Web  page  editor,  an  E-it'I 
program,  and  a  discussioi 
group  reader.  For  the  first 
time  since  its  debut  three 
years  ago,  the  browser  getia 
complete  facelift  that  lets' 
keep  pace  with  Microsoft 
Internet  Explorer.  The  setu, 
program  lets  you  keep  youi 
current  version  of  Navigat: 
— a  good  idea,  since  Comiu 
nicator  is  a  bit  crash-pror 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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INTRODUCING  A  SINGLE  ACCOUNT 


THAT  GIVES  YOU  THE  GUIDANCE  AND  TOOLS 


TO  CONTROL  ALL  YOUR  FINANCES. 


THE  JUNGLE  JUST  GOT 

A  LITTLE  LESS  FRIGHTENING. 


THE  LION  ACCOUNT^^' 


Start  to  plan  your  future.  Take  advantage  of  Dreyfus  Advice 
and  Guidance  a  personal  financial  planning  service  available 
through  the  new  Lion  Account."  With  one  call  you  can  get 
ongoing  access  to  advice  as  well  as  educational  materials. 
Just  one  way  the  Lion  Account  offers  you  the  tools  to  reach 
your  goals  and  the  power  to  control  all  your  Imances. 
Call  I-80O-THE  LION  e.xt.  4236.  stop  by  a  Dreyfus 
Financial  Center  or  visit  our  website  at  wrww.dreyfus.com. 


Economic  Viewpoint 


BY  ROBERT  KUTTNER 


THE  MILS  ARENT  IN  THE  COFFIN 
OF  THE  BUSINESS  CYCLE  YET 


WATCH  OUT: 

Sure,  the 
economy  is 
more  flexible 
today.  But  the 
tendency  to 
excess  that 
leads  to  booms 
and  busts 
is  still  very 
much  with  us 


Robert  Kuttner  is  co-editor  of  The 
American  Prospect  ar\6  author  of  the 
forthcoming  Everything  for  Sale:  The 
Virtues  and  Limits  of  Markets 


With  the  current  economic  expansion 
soon  to  celebrate  its  sixth  birthday, 
and  growth  having  settled  into  a 
narrow,  steady  range  of  2%  to  2^'%,  econo- 
mists and  business  strategists  are  wonder- 
ing whether  the  dreaded  business  cycle  has 
been  at  last  slain.  Why  can't  the  recovery 
last  indefinitely? 

Business  cycles — the  mai'ket  economy's  ten- 
dency to  boom  and  bust — are  generally 
caused  by  the  penchant  of  markets  to  over- 
shoot. Neither  the  company  nor  the  con- 
sumer has  perfect  fore.sight.  Euphona  on  the 
upside  and  panic  on  the  downside  prevent 
real-world  markets  from  being  as  peifectly 
self-coirecting  as  they  are  in  textbooks.  Busi- 
nesses overinvest,  expecting  that  booms  will 
last  forever.  When  overbuilding  and  excess  ca- 
pacity lead  to  disappointing  returns  and  even 
bankruptcies,  businesses  pull  back  sharply. 
This  cycle  of  misperception  and  excess  inten- 
sifies the  minute  swings  of  normal  economic 
equilibrium. 

In  this  century,  governments  have  sought 
to  temper  booms  and  busts  tlirough  fiscal  and 
monetai-y  policy.  But  I'esults  have  been  mixed. 
For  business  cycles  to  have  been  tamed,  as 
some  suggest,  one  of  two  things  must  have 
happened.  Either  the  private  economy  is  more 
resilient  and  prescient,  or  the  managers  of 
fiscal  and  monetary  policy  are  smarter-. 
PARADOX.  In  some  respects,  the  new  economy 
truly  is  more  flexible  than  the  old.  Mass  pro- 
duction at  huge  and  rigid  plants  has  given 
way  to  more  customized  manufacturing.  In- 
ventories are  leaner.  And  the  manufacturing 
economy  itself  is  being  overtaken  by  a  senice 
economy.  Moreover,  wage  rigidities  are  a 
thing  of  the  past.  Deregulation  lets  markets 
make  quicker  adjustments,  wi-ite  off  excess 
capacity,  and  exit  unprofitable  product  lines. 
Greater  competition  disciplines  prices. 

But  there  is  a  paradox.  If  business  cycles 
reflect  the  market's  tendency  to  overshoot,  a 
freer  economy  is,  if  anything,  more  inclined  to 
bouts  of  excess.  Today's  mai-kets  ai'e  better  at 
adjusting,  but  that  hasn't  prevented  cycles 
of  real  estate  overbuilding,  periodic  excess 
capacity  in  eveiT/thing  fi'om  computer  chips  to 
phone  lines,  ill-considered  mergers  and  ac- 
quisitions, costly  bank  lending  fads  and  wild 
speculative  swings  in  securities.  The  new 
economy  may  be  more  flexible  than  the  old, 
but  outbreaks  of  euphoria  and  the  herd  in- 
stinct are  still  hallmarks  of  capitaHsm. 


By  the  same  token,  it's  not  clear  that 
day's  managers  of  fiscal  and  monetaiy  i^ol 
are  any  more  clever  than  their  jjredeces- 
In  the  '60s,  the  fine-tuners  were  fiscal 
hoping  to  manage  growth  by  adjusting  1 
getaiy  deficits  or  surpluses.  But  today,  t 
poHcy  is  off  the  table.  The  deficits  of  Uv' 
and  the  current  bipartisan  commitment  ti 
duce  them,  leave  government  with  lim 
capacity  to  use  public  spending  counter-c 
cally.  If  the  balanced-budget  amendmeii 
the  constitution  is  enacted,  federal  fiscal 
cy  will  become  pennanently  pro-cyclical 
recessions,  as  tax  receipts  fall,  public  sjieh 
would  fall  with  them,  deepening  slumps. 
LEAKPROOF.  That  leaves  monetary  polic 
this  recoveiy,  the  Federal  Resei-ve  appeal 
have  conducted  monetaiy  policy  just  a  I 
perfectly,  keeping  its  foot  off  the  brake  \^ 
remaining  ever-vigilant.  But  Fed  Chaii 
Alan  Greenspan  has  also  been  uncomin 
lucky,  since  there  are  currently  few  inflaii; 
ary  pressui'es  spurring  the  Fed  to  tigl.'i 
Greenspan's  seemingly  flawless  stewardjii 
of  monetary  pohcy  is  a  bit  like  maintain):' 
leakproof  roof  when  the  sun  is  shining. 

The  inflation  of  the  '70s,  let's  recall, 
only  partly  the  result  of  a  macroecoii 
overheated  by  Vietnam  War  spending 
proximate  causes  were  sectoral  and  tht 
ucts  of  happenstance — the  opec  oil  prict 
a  series  of  bad  harvests  that  raised 
prices,  structural  inflation  in  the  medical 
tor,  and  speculation  against  the  dollar.  Ii 
sponse  to  these,  the  Fed  of  Paul  A.  \nl 
sent  interest  rates  skyward  and  the  ecoii 
into  a  deep  ft-eeze. 

Critics  of  the  Fed  often  claim,  with  .-: 
justification,  that  few  recoveries  die  ofy] 
age.  More  often,  they  are  done  in  byh 
Fed's  itchy  trigger  finger.  As  an  agencji 
countable  mainly  to  a  community  of  ai 
tors,  the  Fed  is  structurally  biased  t(t 
more  wary  of  inflation  than  of  recession.  'I 
Fed,  just  like  the  piivate  economy,  sc^i 
times  overi'eacts  and  overshoots.  As  soo|j 
some  extraneous  source  of  inflation  stre 
the  Fed  will  likely  oveireact  again.  i| 

In  shoit,  the  economy  may  indeed  be  in 
resihent  than  it  once  was.  And  it  is  douby! 
capable  of  gi-owing  at  bettei-  than  2'A%  a  « 
for  a  long  time.  But  as  long  as  businesspeb 
aren't  angels  and  central  bankers  afln 
philosopher  kings,  the  report  of  the  busib 
cycle's  death  is  greatly  exaggerated. 
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Better  communication. 


Better  teamwork. 


Better  performance. 
Better  planning. 


Better  management. 


Better  service. 


Better  profits. 


Better  integration. 
Better  productivity. 


Better  ideas. 


Better  results. 


Better  outlook^ 


All  SAI'  ii-fctciH-i-v  luTi-in  .m-  cl.v  ^^•^lM^■t^•^i  or  ui-irpuL-R-d  ti.uii-m.irkN  oCSAl'  AI.     CI'I'I7  SAP  AnuTju.  In. 


ter  return  on  information.  It's  what  makes  better  companies. 


/es  you  more  than  better  software.  We  give  you  a  better  return  on  information. 


:hat  with  business  appHcations  that  integrate  your  company  and  streamHne 


ocesses.  And  that  means  everything  from  increased  efficiency  and 


ivity  to  increased  revenues  and  profits.  In  short,  it  means 


company.  And,  so  far,  SAP  has  helped  nearly  7,000 


es  in  50  countries  become  just  that.  To  find 


.t  a  better  return  on  information 


3r  you,  visit  us  at  http:// 


ip.com  or  call 


-283- 


Economic  Trends 


BY  GENE  KORETZ 

GREEN  LIGHT  FOR 
THE  GREENBACK 

Why  the  dollar  should  stay  strong 

A specter  is  haunting  the  financial 
markets:  fear  that  a  withdrawal  of 
foreigTi  capital  from  U.S.  fixed-income 
securities  could  topple  the  buoyant  dol- 
lar, causing  interest  rates  to  surge  and 
roiling  stock  and  bond  markets. 

Inspiiing  such  fears  is  what  some  see 
as  a  potentially  dangerous  buildup  of 
foreign  holdings  of  U.S.  Ti-easury  se- 
curities. David  Hale  of  Zurich  Kemper 
Investments  estimates  that  net  foreign 
purchases  of  such  securities  exceeded 
$200  bilUon  last  year,  compared  with  an 
average  $51  billion  a  few  years  ago.  As 
a  result,  foreigners — mainly  central 
banks — now  appear  to  hold  more  than 
30%  of  all  marketable  Ti'easury  debt. 

Hale  is  one  economist,  however,  who 
doesn't  think  foreigners  are  about  to 
disgorge  U.S.  securities  anytime  soon. 

THE  DOLLAR  RALLY 
IS  STILL  ON  TRACK 


i 


APRIL 
▲  INDEX  H-H--1IJI 

■VS  18MW0R  CURRENCIES 
DATA:  FEDERAL  RESERVE  BANK  OF  ATLANTA 

"The  reasons  that  prompted  dollar  in- 
vestments are  still  compelling,"  he  says. 

To  bolster  Japan's  still-fragile  recov- 
ery, notes  Hale,  the  Bank  of  Japan  has 
loaded  up  on  Ti'easuries,  causing  the 
yen  to  fall  fi'om  80  per  dollar  in  early 
1995  to  118  recently.  With  a  sagging 
stock  mai'ket  and  large  tax  hikes  ahead, 
Tokyo  will  want  to  keep  the  yen  from 
appreciating  for  many  months  to  come. 

Meanwhile,  Eui'opeans  ai'e  contending 
with  sluggish  economies  and  a  rocky 
road  toward  European  Monetaiy  Union. 
And  because  of  the  fiscal  constraints 
imposed  by  emu  membei-sliip  rules,  theii' 
only  available  policy  instruments  to  pro- 
mote gi'ovi1;h  are  lower  interest  rates 
and  currency  depreciation — a  policy 
stance  that  Hale  says  is  unlikely  to 
change  until  a  broad-based  European 
recovery  is  firmly  in  place. 


The  other  big  buyers  of  Ti'easuries 
have  been  the  central  banks  of  devel- 
oping countries,  whose  foreign  reserves 
have  soared  because  of  trade  surpluses 
and/or  investment  inflows.  Because  of 
the  liquidity,  depth,  and  transparency 
of  U.S.  financial  markets,  argues  Hale, 
these  nations  have  little  choice  but  to 
hold  the  bulk  of  their  gi'owing  reserves 
in  dollars  for  some  time  to  come. 

To  be  sure,  within  the  next  decade, 
both  a  new  Eui'opean  currency  and  the 
yen  could  well  challenge  the  dollar's  role 
as  a  reserve  currency.  But  Hale  thinks 
that  the  radical  adjustments  needed  to 
achieve  such  ends  are  actually  likely  to 
increase  dollar  demand  in  the  interim. 
And  that  prospect,  plus  continuing  slug- 
gishness overseas,  suggests  that  the  dol- 
lar will  stay  strong  for  another  year  or 
two — and  possibly  far  longer. 


WHAT  KEEPS 
CEO  PAY  DOWN? 

High  social  status  in  the  boardroom 

Shareholders  upset  by  the  huge  com- 
pensation packages  some  CEOs  are 
garnering  might  do  well  to  make  sure 
that  board  members  of  their  companies 
— especially  the  heads  of  compensation 
committees — are  of  high  social  status. 

That's  the  imphcation  of  a  recent 
study  of  CEO  pay  by  Mam-a  A.  Belliveau 
of  Duke  University,  Charles  A.  O'Reilly 
of  Stanford  University,  and  James  B. 
Wade  of  the  University  of  Illinois.  The 
study  found  that  pay  levels  at  61  major 
corporations  in  the  mid-1980s  had  vir- 
tually nothing  to  do  with  the  CEO's  job 
teniu'e  or  college  degi'ees  and  were  only 
modestly  related  to  company  profitabil- 
ity. What  cUd  affect  pay  levels,  however, 
was  the  social  status  of  the  compensa- 
tion committees'  heads — as  measured 
by  the  corporate  boards  they  sit  on,  the 
social  clubs  they  belong  to,  and  the 
prestige  of  the  college  they  went  to. 

In  general,  the  higher  the  social 
standing  of  the  compensation  chair,  the 
lower  the  CEO's  pay — especially  if  there 
is  a  difference  in  their  social  standings. 
When  both  enjoy  high  social  status,  the 
dampening  effect  is  small.  But  all  else 
being  equal,  a  high-status  compensation 
chaii'  doles  out  about  17%  less  to  a  low- 
status  CEO  than  a  low-status  compen- 
sation head  to  a  high-status  ceo. 

"Oiu-  findings,"  say  the  authors,  "sug- 
gest that  shareholders  are  well  served 
by  compensation  chairs  of  high  social 
status,  since  they  ai"e  better  equipped  to 
resist  undue  ceo  influence." 


DIVIDEND  HIKES 
ON  THE  UPSWIN( 

But  the  yield  on  stocks  stays  sli 

Don't  look  now,  but  Standai- 
Poor's,  a  division  of  The  Mc< ;  • 
Hill  Companies,  reports  that  the  iiui 
of  companies  increasing  then*  di\  h 
payouts  rose  14%  last  year  to  2,17 
16-year  high.  And  the  amount  of 
dends  paid  on  the  s&p  500  index  was 
solid  8%,  the  largest  rise  since  191  it) 
Still,  with  profits  last  year  uji  > 
more,  the  share  of  profits  paid  ni 
dividends  was  one  of  the  lowe- 
record.  And  with  stock  prices  still  li 
the  dividend  yield  on  the  s&p 
mains  at  a  historical  low  of  around 
The  slim  dividend  yield  doesn'i 
essarily  mean  that  stocks  are  dai 
ously  overvalued.  Edward  S.  Hym; 
International  Strategy  &  Invest) 
Group  Inc.  notes  that  in  inflatini 
justed  terms  the  yield  is  not  espi-i 
low.  In  fact,  the  only  times  it  has 
liigher  since  the  late  1960s  was  ii 
mid-1980s  and  the  past  few  years. 


WHERE  THE 
LIVING  IS  COSTL) 

East  Asian  cities  still  lead  the  [ 

For  U.S.  executives  working  a 
the  most  expensive  places  ' 
remain  in  the  Far  East,  while  smi 
the  cheapest  are  across  the  boi'ilt 
Canada  and  Mexico.  That's  the  fimli 
Runzheimer  International  Ltd.'s  sii 
of  living  costs  in  cities  ai'ound  the  l: 

Based  on  the 
needs  of  a  middle- 
class  U.S.  family, 
the  consulting  finn 
found  that  Hong 
Kong,  Tokyo, 
Seoul,  Beijing,  and 
Singapore  were 
the  priciest  domi- 
ciles— vrith  the  to- 
tal tab  for  food, 
housing,  trans- 
portation, and  oth- 
er items  averaging 
between  two  and 
three  times  the 
New  York  level. 
The  least  expen- 
sive postings  in- 
cluded Montreal, 
Mexico  City,  Nai- 
robi, and  Prague. 


THE  TAB  AROUB 
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Business  Outlook 


'  JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


VILL  GROWTH  COOL  OFF  ENOUGH 
0  CHILL  IIVFLATION  FEARS? 

on't  look  for  a  repeat  of  last  quarter's  boost  from  trade 


ES.  ECONOMY 


IBiC  SWING  IN  TRADE 
LIFTS  THE  QUARTER 


Wall  Street  rarely  works  it- 
self into  a  lather  worrying 
out  gross  domestic  product.  It's  considered  old  news, 
ice  the  monthly  data  already  give  analysts  a  good 
i&  of  how  the  components  will  add  up,  and  it's 
DUght  to  hold  little  insight  into  the  future.  Even  so, 
3  Commerce  Dept.'s  report  on  fourth-quarter  GDP,  due 
Jan.  31,  might  well  spark  more  than  the  usual 
lount  of  discussion — and  market  reaction, 
riiat's  because  economic  growth  last  quarter  appeal's 
have  accelerated  to  an  annual  rate  in  the  neighbor- 
od  of  4%,  up  from  2.1%  in  the  third  quarter.  Only  a 
V  weeks  ago,  it  was  widely  expected  that  growth  last 
arter  would  remain  at  about  2%.  Growth  at  4%  is 
'6  to  raise  questions  about  future  inflation  and  Fed- 
il  Reserve  policy,  especially  with  other  indicators,  no- 
)ly  in  the  manufacturing  sector,  suggesting  that  the 
momy  was  gathering  momentum  as  it  began  1997. 

Several  Fed  policymakers 
recently  have  spoken  more 
pointedly  about  concerns  over 
future  inflation  in  the  face  of 
strong  growth  and  an  already 
tight  labor  market.  Of  course, 
the  most  important  policy- 
maker. Fed  Chairman  Alan 
Greenspan,  offered  little  in 
his  Jan.  21  congressional  tes- 
timony to  suggest  that  he  is 
ready  to  lift  interest  rates, 
.  he  too  spoke  warily  of  growing  wage  pressures, 
en  the  Fed's  Beige  Book,  a  report  on  regional  con- 
ions,  noted  that  economic  growth  remained  "mod- 
te,"  but  shortages  of  skilled  labor  were  lifting 
?es  in  some  areas. 

E  KEY  QUESTION  IS.  will  the  economy's  rapid 
rth-quarter  pace  continue?  Measured  by  top-line 
'  growth  alone,  the  answer  is  probably  not.  That's 

!  ause  a  big  swing  in  the  trade  deficit  accounted  for 
eh  of  last  quarter's  acceleration  (chart),  and  that 

I  will  not  be  repeated  this  quarter.  However,  the 

j  ist  monthly  data  strongly  imply  that  domestic  de- 
id  and  production  are  gaining  steam.  If  so,  labor 
'kets  will  tighten  further,  and  producers  will  edge 

I'  r  closer  to  the  limits  of  their  production  capacity. 
0  here's  a  roundup  of  what  to  expect  from  the 

f  oming  report  on  fourth-quarter  GDP  and  what  it 
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means  for  the  economy  as  1997  gets  under  way: 

In  addition  to  foreign  trade,  a  rebound  in  consumer 
spending  and  an  explosion  in  business  construction 
supplied  the  economy's  power  last  quarter  Business  in- 
vestment in  equipment  grew  at  a  much  slower  pace, 
and  housing  barely  advanced.  Inventories  appear  to 
have  risen  a  bit  more  slowly  than  they  did  in  the  third 
quarter,  providing  about  the  only  drag  on  gi'owth. 

The  turnaround  in  foreign 
trade  was  stunning.  Exports 
surged  broadly  last  quarter, 
while  imports  barely  rose.  As 
a  result,  net  exports  likely 
added  some  two  percentage 
points  to  real  GDP  gi'owth.  The 
monthly  data  show  that  the 
trade  gap  for  goods  and  ser- 
vices edged  up  to  $8.4  bilHon 
in  November,  from  $8  billion 
in  October,  but  the  deficit  had 
averaged  $11.2  bilhon  per  month  in  the  third  quarter. 

The  improvement  is  part  real  and  part  illusion,  how- 
ever. In  recent  years,  the  trade  gap  has  shown  a  ten- 
dency to  narrow  in  the  fouith  quarter  only  to  widen 
again  in  the  following  quarter,  probably  reflecting  in- 
adequate seasonal  adjustment.  But  while  last  quarter's 
export  surge,  at  an  estimated  15%  to  20%  rate,  is  not 
sustainable,  othei'  signs— such  as  firmer  gr'owth  abroad, 
stronger  export  orders,  and  the  pickup  in  factory  out- 
put— hint  that  export  growth  is  improving  again  after 
slowing  down  during  much  of  last  year. 

Of  course,  with  imports  still  grabbing  an  increasing 
share  of  U.  S.  demand,  they  are  not  Ukely  to  remain  flat 
in  the  first  quarter.  All  this  means  that  trade  should  be 
a  drag  on  fo-st-quarter  gdp — but  for  the  year,  it  will 
most  likely  end  up  being  a  small  plus. 

ANOTHER  BIG  BOOST  last  quarter  came  from  busi- 
ness constmction,  although  here,  too,  don't  expect  fii'st- 
quarter  growth  to  match  that  double-digit  surge.  Still, 
the  uptum  in  commercial  building  seems  lasting.  Office 
vacancy  I'ates  have  fallen,  especially  in  subui'ban  areas. 
Hotel  rooms  are  in  short  supply  in  many  cities.  And 
lending  conditions  are  favorable. 

Residential  construction  is  a  different  story  (chart). 
Housing  starts  dropped  122%  in  December,  to  an  annual 
rate  of  1.33  million,  but  extremely  harsh  weather  in 
the  West  accounted  for  the  region's  29.2%  plunge.  Per- 
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mits  to  begin  new  constinaction  held  up  faifly  well,  how- 
ever, even  in  the  West.  That  suggests  a  rebound  when 
the  weather  improves. 

Last  quarter's  surge  in  business  consti-uction  offset 
some  of  the  expected  slowdown  in  business  equipment. 
Outlays  for  equipment  appear  to  have  slowed  to  a  low 
single-digit  pace  after  rising  at  a  20%  annual  rate  in  the 
thii'd  quarter.  However,  the  third-quarter  pace  was  in- 
flated by  a  surge  in  aircraft  purchases,  which  eased  in 
the  fouilh  quarter.  The  tine  trend  lies  somewhere  in 
between,  and  it  should  reassert  itself  in  the  first  quar- 
tei;  given  good  profit  gi'owth  and  continued  strength  in 
high-tech  spending. 

The  final  source  of  strength  last  quarter,  and  the 
most  important,  is  consumer  spending.  Consumers 
proved  that  theu*  weak  third-quarter  showing  was  only 
a  breather.  Growth  appeal's  to  have  rebounded  to  about 
3%,  ft'om  only  0.5%  in  the  third  quarter.  Given  strong 
labor  markets,  consumers  seem  likely  to  keep  spending 
at  least  in  line  with  an  expected  rise  of  2.5%  to  3%  in 
real  disposable  income,  providing  a  key  support  for 
economic  gi'owth  in  early  1997. 

ONE  OF  THE  MOST  IMPORTANT  SIGNS  of  the  econ 

omy's  foi"ward  drive  is  the  ongoing  pickup  in  manufac- 
tuiing.  Most  recently,  overall  industrial  production  rose 
a  solid  0.8%  in  December,  the  same  as  in  November. 
But  excluding  a  weather-related  weakness  in  December 
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utility  output,  factory  production  jumped  1.1%  ^ 
posted  the  strongest  two-month  gain  since  1994.  j 

Last  year's  ups  and  downs  in  auto  production,  esj 
cially  the  strike-related  drop  last  quarter,  have 
scured  a  broad  acceleration  in  manufacturing  outpl 
Excluding  motor  vehicles  and  parts,  output  has  gi-d^i 
faster  in  each  of  the  past  four  quarters  (chart).  7- 
high  level  of  overtime  and  rising  orders  outside  ol' 
auto  industry  at  the  end  of  1996  suggest  that  nui 
facturing's  momentum  carried  into  1997. 

Moreover,  auto  and  truck 
production  are  scheduled  to 
bounce  back  strongly  in  the 
fii'st  quarter.  With  auto  mak- 
ers ending  1996  with  stocks  of 
motor  vehicles  at  comfortable 
levels,  some  of  the  increased 
production  may  be  held  in  in- 
ventory. That  means  rising  in- 
ventories could  be  a  small  plus 
for  fii'st-quarter  gdp  growth, 
after  last  quarter's  likely  drag. 

Add  it  all  up,  and  first-quarter  GDP  growth  see 
destined  to  fall  back  to  a  moderate  pace  in  the  2% 
3%  range.  But  with  factoiy  production  starting  to  i 
faster  than  new  capacity  and  with  tight  labor  mari 
ah'eady  pushing  up  wages,  a  tamer-looking  gdp  num 
may  not  be  enough  to  placate  the  F'ed. 
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BOOMING  MARKETS  MASK  OTHER  PROBLEMS 


After  a  severe  recession,  Ar- 
gentina  has  finally  recovered 
from  the  "Tequila  effect,"  the  fall- 
out in  Latin  America  fi"om  Mexi- 
co's 1994  peso  devaluation.  As  a 
result,  the  financial  markets  are 
booming,  and  the  gov- 
ernment of  President 
Carlos  Saul  Menem  is 
moving  to  tame  the 
deficit. 

Output  slumped  in 
1995  and  eariy  1996, 
but  Argentina's  econo- 
my ended  1996  on 
fii'mer  footing,  thanks 
to  strong  capital 
spending  and  some  fis 
cal  stimulus.  Fourth-quarter  in- 
dusti'ial  output  rose  12.3%-  from  a 
year  ago,  almost  recouping  the 
12.6%  drop  in  1995  (chart). 

After  falling  7%  in  1995,  real 
GDP  likely  gr-ew  3.5%  in  1996,  and 
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the  consensus  forecast  is  for  a  5% 
gain  in  1997.  Increased  interest 
payments  on  foreign  fimds  and  ris- 
ing imports  may  widen  the  cui-- 
rent-account  deficit,  but  exports 
will  get  a  boost  from  grain  ship- 
ments, a  key  export. 
Ai'gentina  expects 
record  haivests  of 
wheat,  com,  and 
soybeans. 

Better  growth 
prospects  and  falling 
inflation  have  hfted 
the  financial  markets. 
The  Merval  index  of 
24  leading  stocks  is 
up  40%  since  August, 
1996.  And  with  interest  rates 
down,  the  government  announced 
on  Jan.  20  a  plan  to  sell  a  record 
$2  billion  in  global  bonds. 

Workers,  however,  have  not 
benefited  fi"om  the  upturn.  Unem- 


ployment was  17.4%  in  the  third 
quarter,  and  wages  are  falling. 
'The  government,  business  groups 
and  trade  unions  will  begin  talks 
in  late  Januai-y  to  try  and  over- 
haul Argentine  labor  laws.  They 
hope  to  encourage  hiring  and  at 
the  same  time  boost  productivity 
Another  lingering  problem  of 
the  recession  is  the  higher  budg( 
deficit.  The  deficit  doubled  in 
1996,  to  5.9  billion  pesos  ($5.9  bi 
lion).  The  gap,  however,  remaine 
below  the  limit  set  by  the  Inter- 
national Monetary  Fund  to  conti 
ue  IMF  funding.  To  meet  the  IMF 
goal  of  a  1997  deficit  of  3  billion 
pesos,  the  goveniment  has  or- 
dered spending  cuts  of  285  millic 
pesos.  Private  economists,  thoug 
warn  that  even  with  better 
growth  and  fiscal  restraint,  the 
1997  gap  will  only  shrink  to  5  bi 
lion  pesos. 
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Are  You  Ready  To  Be 
Unemployed? 


They  re  much  the  same.  Neither 
provides  a  paycheck.  And  most  people 
might  never  be  prepared. 

Think  of  your  retirement  as  a  major 
purchase,  something  you  buy  with  monthly 
installments.  Your  investment  returns  today 
will  determine  how  much-or  how  little-you 
receive  tomorrow  through  these  installments. 

The  AIM  Retirement  Roadmap  is  a  handy 
calculation  tool  that  can  show  you  how  large  your 
installments  should  be  to  achieve  financial 
independence  in  retirement.  Order  your  free  copy 


^    with  retirement  planning,  ask  a  financial 

consultant.  Because  successful  investment 
results  don't  just  happen.  That's  why  AIM 
Funds  are  sold  through  financial  consultants. 
The  AIM  companies 
manage  approximately 
$62  billion  in  assets  as  of 
November  30,  1996.  Ask 
a  professional  about  AIM. 
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Will  You  Be 
Ready  For  Your 
Unemployment? 


i 


^   today,  along  with  AIM'S  "Will 
You  Be  Ready  For  Your 
Unemployment?"  Investors  Guide. 
For  more  comprehensive  assistance 


J 


Am 


CALL  TOLL-FREE  FOR  YOUR  FREE  COPY! 

1-800-246-4246 

www.aimlxinds.com 


AIM 


Wfliore  complete  information  about  AIM  Funds,  including  sales  charges  and  expenses,  ask  your  financial  consultant  or  call  the 
number  above  for  a  free  Investors  Guide  and  prospectus.  Please  read  the  prospectus  carefully  before  investing  or  sending  money. 
Fund  performance  caimot  be  guaranteed  and  will  fluctuate.  A 1  M  Distributors,  Inc.  1/97. 
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DEALS 


A  PACK  OF  800-LB 


The  number  of 
major  corporate 
players  is  shrink- 
ing. Is  that  bad? 

Is  the  U. S.  economy  becoming  a  pri- 
vate party?  One  commercial  aircraft 
maker.  Three  major  defense  con- 
tractors. Five  big  raih'oads,  soon  to 
be  four.  Fewer  banks,  electric  utilities, 
phone  companies,  hospitals. 

In  virtually  every  major  American  in- 
dustiy,  the  number  of  major  players  is 
shrinking.  Domestic  mergers  and  acqui- 
sitions totaled  a  record  $659  billion  in 
1996,  according  to  Securities  Data  Co. 


In  1997,  the  merger  binge  looks  to  be 
picking  up  steam.  The  latest:  Raytheon's 
agreement  on  Jan.  16  to  acciuii-e  Hughes 
Electr-onics'  defense  holdings  for  $9..5  bil- 
lion and  Banc  One's  Jan.  20  announce- 
ment of  plans  to  buy  credit-card  issuer 
First  USA  for  about  $7  billion  in  stock. 
EFFICIENCY  GAINS.  As  far  as  Wall  Street 
is  concerned,  bigger  is 
better.  Since  1994,  stock 
returns  for  large  compa- 
nies have  far  outstripped 
the  gains  for  their  smaller 
brethren  (chart),  even 
though,  historically,  small 
stocks  have  boasted  high- 
er average  returns  in  exchange  for  the 
greater  volatility  of  their  stock  prices. 
What's  more,  up  to  this  point,  the 


economic  impact  of  the  merger  boom 
has  been  positive.  Despite  increased 
concentration,  companies  have 
not  been  able  to  raise  prices, 
so  inflation  has  stayed  low. 
Meanwhile  corjjorate  earnings 
have  soared,  benefiting  in 
part  from  merger-related  ef- 
ficiency gains.  s 

But  an  economy  of  behe- 
moths raises  troubling  issues  in  the  long 
tenn.  As  mergers  continue  and  the  num- 
ber of  competitors  declines,  companies 
will  be  increasingly  tempted  to  take  ad- 
vantage of  theii-  mai'ket  power  and  raise 
prices — especially  in  industries  such  as 
defense,  raib'oads,  and  health  care,  where 
foreign  competition  is  less  important. 
"It's  the  generation  of  transactions  af- 
ter these  that  are  the  problems,"  says 
George  Mason  University  antitrust  law 
professor  William  E.  Kovacic. 

That's  true  in  the  defense  industry, 
where  the  Boeing-McDonnell 
Douglas  and  Raytheon-Hugh- 
es combinations  will  bring 
the  value  of  deals  since  1990 
to  over  $60  billion.  Future 
deals  could  virtually  elimi- 
nate competition  in  many 
market  segments.  Indeed,  af- 
ter merging  vrith  Hughes,  Raytheon  will 
be  the  only  domestic  maker  of  the  latest 
generation  of  air-to-air  missiles.  "If 
you're  down  to  one  or  two  manufactur- 
ers, one  has  to  worry  about  that,  even 
with  a  large  and  sophisticated  buyer" 
like  the  Pentagon,  says  Hai-vey  J.  Gold- 
schmid,  an  antitrust  expert  from  Co- 


lumbia  University  School  of  Law.  . 
Paul  G.  Kaminski,  Defense  Under  • 
retary  for  acquisition  and  techim 
who  generally  supports  defense  ir 
try  mergers:  "The  consohdation  is 
ting  to  the  point  where  we  need  In 
looking  at  tliis  veiy  carefully." 
HIGHER  AIRFARES?  In  banking,  the  i 
ber  of  commercial  banks  has  decae 
some  25%  since  1990.  Market  sha: 
becoming  more  concentrated  in  le! 
volume  businesses  such  as  credit  c 
and  mortgage  servicing,  which 
huge  investments  in  technology  t 
profitable.  After  acquiring  First ; 
Inc.,  Banc  One  Corp.  will  becomtti 
third-largest  card  company.  Chase  a 
hattan  Corp.  will  become  the  nai 
second-largest  servicer  of  home  i.  i 
when  it  completes  its 
recently  announced 
acquisition  of  mo.st  of 
the  mortgage  opera- 
tions of  Source  One 
Mortgage  Services. 

Are  bank  mergers 
hurting  consumers? 
Not  according  to  Chase  Manhu 
Chairman  Walter  V.  Shipley,  who  lac 
the    country's  laie 
bank.  "The  evidem 
that  it  is  still  very 
petitive  in  the  bai 
business,"  says  Shi 
J  "Our  desire  here 

gain  market  shai''- 
don't  gain  market  - 
by  raising  your  prices." 

But  in  places  such  as  Califomiaith 
surviving  banks  may  be  able  to  inios 
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3re  fees  and  pay  below-market  rates 
deposits.  "Banking  is  still  a  neigh- 
rhood  business,"  says  PaineWebber 
alyst  Lawrence  W.  Cohn.  "There  is 
question  that  some  large  individual 
irkets  are  quite  concentrated."  Such 
ncentration  may  hit  low-income  con- 
mers,  since  people  with  gi'eater  as- 
ts  can  more  easily  use  companies  such 
Fidelity  Investments  and  Merrill 


nch  &  Co.  for  their  banking  needs. 
In  railroads,  the  legacy  of  1.5  years 
ars  of  mergers  "appeai-s  to  have  been 
wable,  on  balance,"  says  Wilhs  Em- 
ms, a  Harvard  business  school  pro- 
fessor. He  argues  that  real  ship- 
ping costs  have  declined  over 
that  period.  But  the  ac- 


quisition  of  Conrail  by 
either  csx  or  Norfolk 
Southern  will  bring  the  num- 
ber of  megacarriers  down  to  only 
X,  a  distressing  prospect  for  indus- 
3S  such  as  automobiles,  coal,  and  food 
it  ship  much  of  their  output  by  rail, 
rhe  same  problem  could  happen  in 
'  airline  industry,  where  mergers 
lid  eventually  eliminate  two  or  three 
jor  carriers.  Preliminary  talks  be- 
3en  Delta  Air  Lines  Inc.  and  Conti- 
ital  Airlines  Inc.  collapsed.  But  with 
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their  profit  margins  still 
lagging  behind  the  rest 
of  Corporate  America's, 
carriers  are  under  pres- 
sure to  find  partners. 
The  result  could  be  more 
cities  dominated  by  a  sin- 
gle au'Une,  which  typical- 
ly leads  to  higher  fares. 

In  health  care,  consoli- 
dation among  managed- 
care  companies  is  raising 
fears  that  health-care 

prices,  ah'eady  on 

the    rise,  may 

soon   shoot  up. 

The  latest  deal: 

Columbia/HCA 

Healthcare  CorjD., 

the  largest  man- 
aged-care compa- 
ny, announced  on  Jan.  15 
a  $1.3  billion  acquisition 
of  Value  Health  Inc.,  a 
large  independent  pro- 
vider of  managed  behav- 
ioral care  and  pharmacy 
benefits.  Such  deals,  plus 
even  bigger  ones  such  as 
the  1996  combination  of 
Aetna  Life  &  Casualty  and  U.S.  Health- 
care Inc.,  are  shrinking  the  number  of 
alternatives  for  employers  seeking  an 

HMO. 

DRAWING  THE  LINE.  One  industry  that  is 
nowhere  near  the  danger  point  is  the 
patchwork-like  utilities  industry,  despite 
over  $40  billion  worth  of  deals  last  year 
There  ai-e  still  more  than  100  investor- 
owned  utilities  as  well  as  perhaps  2,000 
municipals  and  electrical  co-ops.  In  10 
years,  there  wiU  be  just  100  sizable  com- 
panies specializing  in  vai- 
ious  pails  of  the  business, 
argues  Edwai'd  J.  Tii-ello 
Jr,  an  electric-utilities  an- 
alyst at  NatWest  Securi- 
ties Corp. 

So  far,  the  high-tech 
sector  has  mostly  es- 
caped the  merger  and  acquisition  boom. 
But  even  there,  companies  such  as  ibm, 
Microsoft,  and  Compaq  have  made  a 
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series  of  small  acquisi- 
tions in  recent  months. 
And  all  three  have  built 
up  big  cash  hoards  that 
could  be  available  for 
bigger  deals. 

Will  the  Justice  Dept. 
and  the  Federal  Trade 
Commission  stop  merg- 
ers that  step  over  the 
hne?  In  the  case  of  de- 
fense mergers,  the  anti- 
trust agencies  are  defer- 
ring to  the  Defense 
Dept.,  which  so  far  has 
encoui'aged  consohdation. 
More  generally,  new 
merger  guidelines  ex- 
pected soon  from  the  ftc 
and  Justice  will  give  effi- 
ciency more  weight  in 
antitiTJst  policy.  "We  will 
consider  how  cost  sav- 
ings might  make  firms 
more  competitive,"  says 
Lawrence  Pt.  Fullerton, 
Deputy  Assistant  Attor- 
ney General  for  mergers. 
But  regulators  also  vow 
to  discourage  mergers 
that  reduce  innovation. 

The  forces  that  have  propelled  con- 
solidation are  bound  to  continue.  It's  up 
to  regulators  to  find  the  point  where 
the  benefits  of  merger  mania  tum  into 
costs  for  the  economy. 

By  Michael  J.  Mandel  with  ALison 
Rea,  i')(.  New  York,  Catherine  Yang  in 
Washington,  and  bureau  reports 
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STRATEGIES 


THE  SMUDGY  LEGACY 

AT&T'S  NEW  PREZ  LEFT  BEHIND 

Ailing  stock,  sullied  image  at  Donnelley.  Was  Walter  to  blame? 

Timing  is  everything.  When  AT&T 
tajjped  John  R.  Walter  as  president 
last  October,  the  then  chainnan  of 
R.  R.  Donnelley  &  Sons  Co.  was  hailed 
by  those  who  knew  liim  as  an  energetic, 
bold  leader  who  had  shaken  up  an  old- 
line  outfit  and  warmly  embraced  tech- 
nology. The  choice  wasn't  popular  on 
Wall  Street,  tnie.  But  Waltei-'s  backers 
maintained  that  he  was  up  to  the  job  of 
enlivening  the  lumbering  phone  giant. 

Walter  seems  to  have  jumped  at  the 
right  moment.  Now,  his  legacy  at  Don- 
nelley, the  Chicago  printer  where  he 
had  spent  his  entire  27-year  career, 
seems  a  bit  smudged.  Donnelley  was 
expected  to  report  on  Jan.  28  flat  sales 
of  $6.5  biUion  and  a  25%  drop  in  earn- 
ings, to  about  $225  million — below  the 
level  of  1989,  when  Walter  became 
chairman.  Margins  are  less  than  half 
the  7%  they  were  running  in  the  late 
'80s.  The  stock  has  fallen  shaiply — down 
20%  last  year,  while  the  Standard  & 
Poor's  500-stock  inde.x  was  up  20%-. 
Many  of  Walter's  vaunted  expansions 
overseas  look  like  long-distance  bets, 
and  forays  into  the  Digital  Age  are  be- 
ing unwound.  Most  stunning  to  a  com- 
pany long  respected  for  its  civic  vutues, 
Donnelley  must  contend  with  a  boycott 
triggered  by  allegations — fiercely  de- 
nied— of  age  and  race  discrimination. 
COLD  FACT.  Daunting,  indeed,  for  the 
next  (^Eo,  who's  most  likely  to  be  chosen 
in  the  next  month  or  two  from  the  out- 
side. Walter  has  left  behind  undeniable 
strengths — a  youthful  team  and  mod- 
em plants  with  leaduig  market  shai-es  in 
magazines,  catalogs,  and  phone  books. 
And  for  now,  Donnelley  family  mem- 
bers, holders  of  18%  of  the  stock,  are 
patient.  "We're  very  comfortable  now," 
says  Vice-Chau-man  James  R.  Donnelley, 
'Taut  we'd  be  concerned  if  the  stock  was 
at  this  level  in  three  or  four  years." 

Company  insiders  and  some  investors 
don't  think  it  should  take  that  long  to 
get  back  on  track.  But  few  expect  more 
than  a  modest  upswing  in  1997.  Who- 
ever takes  on  Waltei''s  job  must  come  to 
giips  with  a  simple  fact:  The  promise  of 
a  high-tech,  high-gi-owth,  global  ftitiu-e  is 
being  replaced,  for  now,  with  the  sober- 
ing reality  of  a  company  managing  its 
way  through  a  high-cost,  mature  pre- 
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►  Costs  are  too  high  at  Donnelley's 
core  printing  business 

►  Acquired  operations  have  to  be 
integrated-or  dumped 

►  Charges  of  racial  and  age  dis- 
crimination need  to  be  resolved 
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sent.  "There  will  be  a  higher  levelb: 
discipline  around  financial  managemii 
than  there  was  before,"  says  JonathaiF 
Ward,  who  heads  the  commercial  prt 
ing  unit.  "This  is  about  [increasing]  nr 
gins  rather  than  [i-evenue]  growth." 

That's  welcome  news  to  disillusio  ■( 
investors,  who  have  long  complaii 
that  Donnelley  failed  to  deliver  on 
targets.  "Walter  oversold  the  stm 
says  Kermit  Eck,  portfolio  managci- 
Cooke  &  Belier  Inc.,  holder  of  2.2  i 
lion  shares.  "We  need  a  ceo  more  r- 
istic  about  gi-owth  prospects." 

Those  prospects  aren't  exciting — |) 
haps  1%'  to  3%  grow1;h  in  its  dome 
printing  operation.  Executives  jjle 
to  be  far  m.ore  stingy  about  build, 
plants  and  adding  ecjuipment.  It's  lil 
the  thi'ee-unit  printing  operation— ' ; 
logs  and  magazines,  phone  books 
financial  sei-vices,  and  intemational 
erations — will  be  consolidated, 
driving  home  the  new  focus  on  retii 
some  300  managers  this  year  will  In 
seeing  up  to  70%  of  their  compensa 
tied  to  retiuTi  on  capital  and  stock  |  >i 

What  went  wrong?  Spooked — | 
haps  rightly  so — by  the  prospect  t 
traditional  printing's  days  are  numbr 
Donnelley  rushed  into  electronic  i 
lishing,  software  disk  manufactui' 
and  digital  processes.  Meanwliile.  i'u> 
by  still  respectable  growth  in  its  c 
business,  it  spent  $300  million  in  1 
and  1995  building  plants  or  bu\ 
stakes  in  such  developing  markt  ts 
Poland,  China,  Latin  America,  and  li 
Investors  generally  bought  in.  Tlie  ii 
Capture  the  printing  of  disks  and 
companying  guidebooks  for  clients 
as  Microsoft  Corp.  while  mining  hh 
gTowth  overseas  print  markets. 
UNWINDING.  Partly  through  bad  Iik 
bad  timing,  or  poor  execution,  the  st ; 
egy  came  unstuck.  Donnelley  figiii  ( 
could  marry  its  printing  of  softwi 
manuals  and  disk  production  with  a  I 
er  and  installer  of  desktop  software 
form  a  kind  of  one-stop  shop.  But 
mid-'95  union  of  Donnelley's  unit  \i 
Corporate  Software  Inc.  to  produ( 
$1.6  billion  company  was  hobble!  1 
culture  problems  and  the  sudden  pi 
met  in  piinting  and  disk  businesses, 
gi'oup,  called  Stream  Intemational 
lost  an  estimated  $10  million  last  yi 

Now,  many  of  the  new  venture- 
being  unwound — and  Walter  himsell 
tiated  much  of  the  cleanup  last  yu 
when  Donnelley  took  $560  millioiii 
write-offs.  Stream  is  being  split 
three  businesses  for  sale.  Total  \ , 
perhaps  $400  million  to  $500  millioi  x 
direct-mail  outfit,  Metromail  Corp.. 
sold  to  the  public  last  summer. 
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iths  before  another  high-tech  unit, 
inelley  Enteipnse  Solutions  Inc.  "All 
things  being  disposed  of  were  sup- 
ed  to  be  the  wave  of  the  future," 
ps  Dean  Witter  Reynolds  Inc.'s 
les  D.  Dougherty. 

^Tiile  Donnelley  hunkers  down  to  its 
>  printing  business,  it  finds  itself  bat- 
g  charges  of  discrimination  and  a 
cott  initiated  on  Jan.  15  by  the  Rev- 
nd  Jesse  Jackson's  Rainbow/pusH 
.lition.  Former  workers  filed  two 
s  in  Chicago  in  1995  and  1996,  al- 
ng  age  and  race  discrimination  in 
handling  of  employees  laid  off  after 
hicago  plant  was  closed  in  1994.  One 


charge:  81%  of  white  employees  were 
transferred  to  other  sites,  while  only 
1.2%  of  blacks  were.  (Many  of  the  blacks 
were  temporary  workers.)  Executives 
steadfastly  deny  any  discnmination  and 
note  that  Donnelley  supplemented  its 
traditional  severance  package  in  the 
Chicago  closing. 

Thi-ough  a  spokeswoman,  Walter  said 
he  would  not  speak  about  his  record  or 
the  challenges  at  Donnelley.  His  only 
comment:  "at&t  &  Donnelley  have  zero 
tolerance  for  discnmination  of  any  kind. 
I  was  extremely  disturbed  and  upset 
to  heai'  about  the  incidents.  If  tme,  they 
are  completely  against  the  policies  of 


Donnelley  and  my  personal  beliefs." 

The  charges  have  sparked  a  re- 
examination of  employment  practices 
and  relations  with  minority  suppliers. 
The  company  recently  hired  workforce- 
diversity  consultant  Alexander  &  As- 
sociates Inc.  James  Donnelley  himself 
has  written  family  members  to  reas- 
siu-e  them — and  to  reaffirm,  as  he  reads 
from  a  two-decade-old  book  by  the  late 
Gaylord  Donnelley,  a  former  chairman, 
that  the  company  has  always  insisted 
on  "affirmative  action."  Now,  the  task  is 
to  restore  confidence  to  all  employees 
and  investors. 

By  Richard  A.  Melcher  in  Chicago 


TOS 


UN  THIS  MINIVAN 
ENT  DETROIT? 

/ota  may  finally  have  come  up  with  the  right  formula 

loyota  isn't  accustomed  to  playing 
the  laggard.  Its  small  cars,  family 
sedans,  and  luxury  models  virtually 

theii-  market  segments.  But  when 
)mes  to  the  $28  billion  U.  S.  minivan 
ket,  mighty  Toyota  Motor  Corp.  has 
1  a  nonstarter.  Sales  of  its  Previa 
ivan  peaked  just  above  50,000  units 
991,  shortly  after  it  hit  the  market, 
nore  appealing  competitors  crowded 
nd  Previa's  base  sticker  price  soared 
/e  $25,000,  Toyota's  minivan  sales 
iped  to  8,500  last  year, 
oyota  vows  to  change  things  with 
[998  Sienna  minivan,  which  will  be 
;  in  Georgetown,  Ky.  Analysts  are 
ng  Toyota's  prediction  that  it  will  in- 
■se  its  minivan  sales  sixfold,  to 
;hly  55,000  vehicles,  in  1998,  Sienna's 
full  year,  and  eventually  to  65,000 
lally.  Says  J.  Davis  Illingworth,  se- 
vice-president  at  Toyota  Motor 
s  USA  Inc.:  "We're  convinced  we've 
he  target  squarely." 
DING  LOYALISTS.  Sales  in  the 
'ded  minivan  segment  are  stalled  at 
nillion  vehicles  annually,  so  Toyota's 

will  have  to 
e  from  weaker 
ers,  including 
.nese  imports.  Si- 
.,  scheduled  to  ar- 
in  dealer  show- 
is  late  this  year, 
i  also  dent  De- 
's  91%  share  of 

U.  S.  minivan 
ret.  Says  Chiisto- 
'  W.  Cedergren, 
atomotive  consul- 

at  Nextrend, 
d  in  Thousand 


Oaks,  Calif.:  "Sienna 
is  the  first  serious 
Japanese  thi-eat  in  the 
compact-van  market." 

That's  because  Sien- 
na was  designed  for 
American  tastes.  Un- 
hke  the  Japanese-built, 
teardrop-shaped  Pre- 
via, which  was  derided 
by  analysts  as  "over- 
priced and  underpow- 
ered," the  new  mini- 
van,  unveiled  this 
month  at  the  North 
American  Internation- 
al Auto  Show  in  De- 
troit, boasts  front- wheel  drive,  a  V-6 
engine,  and  conventional  styhng,  while 
sharing  many  chassis  components  with 
the  Camry. 

Toyota  executives  promise  Sienna  will 
be  priced  lower  than  the  Previa  so  it 
can  compete  with  Chiysler  Corp.'s  in- 
dustry-leading Dodge  Caravan,  which 
starts  at  just  under  $18,000.  "I  think 
it's  closer  than  they've  ever  been,"  says 


MINI  MINIVAN  SALES 


'95 


'91      '92  '93 
THOUSANDS 
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Jacques  A.  Nasser,  president  of  Ford 
Motor  Co.'s  auto  operations.  "They've 
clearly  tried  to  move  the  product  more 
mainstream  than  the  Previa." 

The  mainstream  is  where  Sienna  aims 
to  be.  Illingworth  says  Sienna  should 
stop  Toyota  loyalists  fi-om  leaving  the 
fold  when  they  want  a  minivan.  It  could 
siphon  sales  fi'om  Ford's  Windstar,  Nis- 
san's Quest,  Mercuiy's  Villager,  Mazda's 
MPV,  Honda's  Odyssey, 
and  the  new  minivans 
from  General  Motors 
Coip.  Honda  Motor  Co. 
will  fight  back  in  the 
fall  of  1998  with  a  new 
Accord-based  minivan. 
Predicts  DRi/McGraw- 
Hill  analyst  Lincoln 
Merrihew:  "It's  going 
to  be  cutthi'oat." 

Before  joining  the 
scnmi,  Toyota  studied 
the  smashing  success 
of  Chrysler's  mini- 
vans.  Sienna  dupli- 
cates everything  from 
the  plethora  of  cupholders  to  Chiysler's 
innovative  driver-side  sliding  passen- 
ger door.  Akihii-o  Wada,  Toyota's  world- 
wide product-development  czar,  says 
that  as  soon  as  he  saw  the  extra  door 
on  Chrysler's  new  minivan  at  the  1995 
Detroit  auto  show^  he  ordered  his  en- 
gineers to  copy  it.  "It's  a  very  good 
idea,"  he  says. 

Toyota  execs  downplay  the  idea  that 
-  — .  r-.  Japan  is  challenging 
Detroit.  "I  think  the 
American  public  will 
look  at  Sienna  as  an 
American  pi'oduct  that 
meets  their  needs," 
Illingworth  says.  And 
he  isn't  troubled  by 
the  competition:  "I 
think  there's  always 
room  at  the  top."  The 
top,  of  com-se,  is  where 
Toyota  hkes  to  be. 
By  Kathleen  Kenvin 
in  Detroit 
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News:  Analysis  &  Commentary 


STRATEGIES 


OH,  NO,  DOW  JONES: 

THE  TROUBLE  AT  TELERATE 

$650  million  may  not  fix  its  financial-data  service 


A 


round  the  world,  business  leaders 
rely  on  the  financial  acumen  of  the 
I  journalists  at  Dow  Jones  &  Co.  to 
give  them  an  edge.  So  it's  no  small 
ii'ony  that  the  company  itself  is  facing  a 
financial  emban-assment. 

The  Wall  Street  JoumaFs  pubhsher 
also  owns  the  Telerate  real-time  finan- 
cial-data service,  which  has  lost  mar- 
ket share  as  competitors  offered  more 
technologically  advanced  products.  On 
Jan.  20,  Dow  Jones  said  it  will  spend 
$650  miUion  to  overhaul  Telerate,  ac- 
quired for  $1.6  billion  in  a  series  of 
transactions  that  ended  in  1990.  The 
news  sent  the  long-depressed  shares  of 
Dow  Jones  down  an  additional  16%  by 
Jan.  22.  The  company's  market  value 
is  now  $2.6  biUion,  compared  with  $5.4 
biUion  a  decade  ago. 

Trouble  is,  there's  no  guarantee  that 
Dow  Jones  can  revive  Telerate  even 
with  $650  million.  The  financial-informa- 
tion services  unit,  which  is  made  up  of 
Telerate  and  the  Dow  Jones  news  ser- 
vices, saw  its  operating  income  fall  21% 
in  1996,  to  $156  milhon,  on  revenues  of 
$980  million.  Rivals  Reuters  Holdings 
PLC  and  Bloomberg  Financial  Markets 
have  floiuished  by  ofifeiing  what  Telerate 
does  not:  the  ability  to  trade  many  se- 
curities, pull  up  extensive  historical  data, 
and  perfoiTn  complex  financial  analysis. 
Telerate's  strongest  ft-anchise  is  its  data 
on  government  bond  trading.  "It  sounds 
like  they're  waking  up  to  the  comj^etition 
now,"  says  Michael  J.  Wolf,  who  heads 
the  media  practice  at  Booz,  Allen  & 
Hamilton  Inc.  "But  this  effort  may  come 
a  little  bit  too  late." 

A  TINY  RETURN.  Dow  Jones  President 
Kenneth  L.  Burenga  is  confident  Tele- 
rate can  be  revamped.  "Telerate  has 
been  a  good  business  for 
Dow  Jones,"  he  says.  But 
many  analysts  say  it  is  worth 
less  than  what  Dow  Jones 
paid  for  it.  Its  margins  have 
slipped  from  about  20%  in 
1995  to  16%  in  1996  and  just 
14%  in  1996's  fourth  quarter, 
while  rival  Reuters  routinely 
posts  margins  above  20%, 
says  Oppenheimer  &  Co.  me- 
dia analyst  Edward  Atorino. 
"Telerate  has  sort  of  fallen 


Telerate's  strongest  franchise  is 


BURENGA:  "TELERATE  HAS  BEEN  A  GOOD  BUSINESS' 


apart,"  he  says.  Al- 
though Telerate  is  still 
profitable,  it's  delivering 
just  a  4%  return  on  in- 
vestment after  taxes, 
Atorino  estimates. 

While  Telerate  is  far 
beliind  its  competitoi-s  in 
some  sei-vices,  Burenga 
says  he  is  leading  a  tech- 
nological overhaul  that 
will  replace  its  cun'ent 
practice  of  essentially 
broadcasting  fixed  pages 
of  data  to  subscribers' 
screens  vdth  a  new  In- 
ternet-based system  that 
vrill  distribute  easily  ma- 

nipuiated  data  via  a  se-  data  OR  govemment  bond  tradiik 

cm-e  Dow  Jones  intimiet.  

Subscribers  will  also  be 
able  to  communicate 
with  one  another  and  ti-ade  over  the  sys- 
tem. The  company  is  searching  for  a  top 
technology  e.xecutive  to  handle  the  trans- 
foiTnation.  Reuters'  subscribers  can  al- 
ready tap  into  historical  and  analytical 
data,  as  well  as  execute  foreign-exchange 
and  NASD.'XQ  equities  trades.  Bloomberg 
also  offers  extensive  historical  and  ana- 
lytical capabilities,  as  well  as  the  ability 
to  trade  securities. 

Burenga  says  that  the  market  for  fi- 
nancial infoiTnation  is  booming  to  such  a 
degi-ee — from  $6.5  billion  to  $8.5  bilhon 
in  the  next  four  years,  he  predicts — 
that  the  revamped  Telerate  doesn't  have 
to  beat  the  competition  to  survive.  "This 
plan  is  not  predicated  on  dislodging 
Reuters  or  Bloombei'g,"  he  says.  "We 
will  benefit  from  market  growth." 

But  Telerate  is  so  far  behind  that  Bu- 
renga may  be  wTong  in  thinking  it  can 
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regain  the  ground  it  has  lost.  It  ha( 
of  the  first  foreign-exchange  tran>a 
services,  but  the  company  closed  it  ( 
years  ago  because  of  losses.  "Once  . 
failed  at  it,  they  didn't  try  again."  i 
Schroder  Wertheim  &  Co.  anal\  -i 
chael  W.  Ellmann.  And  then,  instt : 
building  a  Treasury-bond  tradiim 
vice  as  an  outgi-owth  of  its  preen  m 
in  bond- trading  data,  Dow  Jones  in, 
tried  such  niche  offeiings  as  online 
ing  of  power  plants'  surplus  elect  t  ; 

Strangely  enough,  Dow  Jones  i 
parently  facing  little  pressure  fv-i 
directors  over  the  Telerate  me.<- 
board  voted  unanimously  at  its  i 
ing  on  Jan.  15  to  approve  the  addi 
Telerate  investment.  The  majori 
the  descendants  of  company  patrr 
Clarence  Barron,  who  hold  4  of  tl 
board  seats  and  have  voting  coiitt 
about  70%  of  the  stock,  also  appc 
be  firmly  behind  management,  tl: 
Fortune  recently  detailed  dissatisl; 
among  younger  heirs.  Nonetheles- 
company's  annual  meeting  on  Aj 
should  make  for  some  interestinsj 
While  the  family  and  other  outsii 
rectors  seem  willing  to  stand  pat,  • 
to  hear  some  loud  complaints  fnm 
patient  shareholders  who  want 
Telerate's  plug. 

By  Elizabeth  Lesly  in  Neiv 
urith  bureau  reports 
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COMMENTARY 


By  Dean  Foust 

THE  FED:  DON'T  MESS  WITH  SUCCESS.  MR.  CLINTON 


Jimmy  Carter,  Ronald  Reagan, 
and  George  Bush  all  came  to 
fear — and  sometimes  loathe — the 
Federal  Reserve.  Their  shared  behef 
was  that  the  central  bank  was  will- 
ing to  sacrifice  their  Presidencies  in 
the  battle  against  inflation.  Yet  as 
Bill  Clinton  settles  into  his  second 
term,  he's  enjoying  a  happy  marriage 
with  the  Fed  that  may  well  last  an- 
other four  years. 

Sure,  it's  easy  to  love  the  Fed 
when  the  economy  keeps  humming 
along  with  both  low  inflation  and  low 
unemployment.  But  Clinton  has  had 
a  hand  in  bringing  about  that  pleas- 
ant outcome  by  making  a  series  of 
appointments  that  have  created  one 
of  the  strongest  Fed  boards  in  re- 
cent years.  The  Clinton  forces  on  the 
Fed — all  intellectual  heavyweights — 
have  had  a  subtle  but  significant  in- 
fluence on  Chairman  Alan 
Greenspan:  They're  neo-Keyne- 
sians  who,  at  a  minimum,  have 
given  the  Fed  chief  the  support 
he  has  needed  to  fend  off  calls  ^ 
for  higher  interest  rates  in  the  i 
face  of  tight  labor  markets.  At 
most,  the  Clintonites  may  have 
influenced  his  thinking  about 
how  the  New  Economy  oper- 
ates. Indeed,  Greenspan  signaled 
Congress  on  Jan.  21  that  he  in- 
iends  to  continue  standing  pat 
For  now.  He  noted  that  al- 
;hough  wage  pressures  still  * 
;urk,  he  sees  few  "inflationary 
;ensions." 

While  some  past  boards  have  been 
sacked  with  obscure  appointees, 
Clinton  has  recruited  some  leading 
ights  of  economics — most  notably, 
V^ice-Chair  Alice  M.  RivUn  and  her 
)redecessor,  Alan  S.  Bhnder.  Gover- 
lor  Janet  L.  Yellen — a  former 
University  of  CaUfomia  at 
Berkeley  economist — doesn't 
lave  as  high  a  profile,  but  her  re- 
search into  labor  markets  is  re- 
garded as  seminal.  Before  joining 
he  Fed,  Governor  Laurence  H. 
tfeyer  was  considered  one  of 
he  best  private  forecasters. 

None  of  these  choices  is 
:onsidered  a  traditional  liber- 
il  who  believes  higher  infla- 
ion  is  a  fair  trade-off  for 
Wronger  grovi^h.  "The  Presi- 
lent  isn't  naming  ideologues 
vho  just  want  to  let  the 


economy  zip  along,"  says  a  Clin- 
tonite.  For  that,  Clinton  might  thank 
the  GOP-controlled  Senate,  which  has 
discouraged  him  from  nominating 
such  liberals  as  Wall  Street  financier 
Felix  Rohatyn,  who  pulled  out  when 
fierce  gop  opposition  surfaced. 

Clinton's  challenge  now  is  to  ap- 
point more  Fed  governors  who  are 
as  qualified  as  his  first  picks.  He  cre- 
ated one  vacancy  by  nominating 
Yellen  to  chair  the  White  House 
Council  of  Economic  Advisers.  The 
Jan.  9  resignation  of  Bush  appointee 
Lawrence  B.  Lindsey  creates  a  sec- 
ond. Moreover,  Governor  Susan  M. 
Phillips'  teiTTi  expires  next  January, 
and  the  lone  Reagan  holdout,  Ed- 
ward W.  Kelley  Jr.,  is  ending  his 
10th  year  on  the  board,  prompting 
Fed  watchers  to  note  that  Clinton 


The  President  should  stick  with  his 
formula  for  a  strong  Fed  board: 
Picking  thoughtful  moderates 


might  have  the  rare  chance  to  ap- 
point all  seven  board  members — a 
feat  matched  only  by  Reagan. 

While  Greenspan  still  holds  sway 
over  the  course  of  Fed  policy,  the 
board's  composition  has  an  impact  on 
his  thinking.  When  Reagan-Bush 
governors  dominated,  Greenspan 
launched  a  preemptive  strike  against 
inflation,  raising  rates  before  there 
were  clear  signs  of  climbing  prices. 
Now,  the  Chnton  faction  has  helped 
warm  the  Fed  chief  to  the  notion 
that  the  economy  is  operating  differ- 
ently, if  just  for  this  business  cycle. 
PERSUASIVE.  Its  mantra:  Corporate 
America's  heavy  investment  in  com- 
puters and  technology  has  pushed 
productivity  far  above  its  measured 
rate,  allowing  the  economy  to  grow 
faster  without  igniting  inflation.  The 
CUntonites  also  contended  that 
downsizing  and  global  competition 
have  kept  a  lid  on  wages. 

Greenspan  found  the  argument 
;  \    so  persuasive  that  he  fended 
off  a  push  by  Fed  regional 
bank  presidents  last  summer 
for  a  rate  hike.  In  hindsight, 
Greenspan's  call  looks  shrewd. 

The  Clintonites'  biggest 
contribution  to  Fed  pohcy 
may  be  their  push  for  "oppor- 
tunistic disinflation,"  an  idea 
championed  by  Bhnder  that 
now  appears  to  be  the  Fed's 
modus  operandi.  The  theory  holds 
that  the  Fed  should  make  the 

most  progress  against  infla- 
tion during  recessions — and 
be  content  to  contain  infla- 
tion during  expansions. 
"The  concept  was  Bhnder's 
legacy,"  says  David  M. 
Jones,  chief  economist  for 
Aubrey  G.  Lanston  &  Co. 
As  he  fills  the  new  Fed  vacan- 
cies, Clinton  should  resist  the  temp- 
tation to  use  his  rising  public-ap- 
proval ratings  to  try  to  get 
easy-money  ideologues  or 
pohtical  cronies  past  gop 
lawmakers.  Sticking  with 
thoughtful  moderates  is 
the  best  way  to  keep  the 
economy  healthy  and  his 
relationship  with  the  Fed 
a  happy  affair. 


Foust  covers  the  Fed 
from  Washington. 
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CORPORATE  PROFITS  

A  FLOURISH 
AT  THE  FINISH 

Corporate  profits  ended  '96  on  a  surprisingly  high  note 

Well,      ^    went  out  with  a  bang.  The  47%  earn- 
increase  in  business  week's  flash  report  on 
fourth-quarter  corporate  profits  of  83  companies 
was  by  far  the  best  performance  of  the  year — as  was  the 
12%  re¥er?ii6  jump.  Factor  out  companies  with  fourth- 
quarter  1995  losses  and  profit  comparisons  were  still  up  a 
healthy  : :?    .  Standouts  this  quarter  include  Intel 
(-^120%)  and  :     :  -  (-f-49%).  AT&T  spinoff  Lucent  Tech- 
nologies turned  1995's 
$1  billion  loss  into  an 
$859  million  profit.  As 
always,  there  were 
laggards;  they  included 
jieorgia-Pacific 
(-99%)  and  Motorola 
(-45%).  And  there  were 
some  high-profile  losers: 
Eastman  Kodak 
lost  $113  million. 

— Fred  Jespersen 


CURRENT  QTR. SALES 

(MILIIONS) 

INDUSTRIALS  !63?b 

ABBOTT  UBORATORIES 

2,995.8 

ALCOA 

3,257.7 

AMOCO 

10,081.0 

ASHLAND  t 

3,446.0 

BOISE  CASCADE 

1,262.7 

BRISTOL-MYERS  SQUIBB 

3,955.0 

CATERPILLAR 

4,465.0 

CHAMPION  INTERNATIONAL 

1,432.2 

CHRYSLER 

16,200.0 

COCA-COLA  ENTERPRISES 

2,118.0 

CONAGRA  tt 

6,764.5 

EASTMAN  KODAK 

4,314.0 

EXXON 

37,620.0 

FMC 

1,407.6 

GENERAL  ELECTRIC 

22,994.0 

GEORGIA-PACIFIC 

3,196.0 

INTERNATIONAL  PAPER 

5,100.0 

JOHNSON  CONTROLS  t 

2,761.3 

JOHNSON  &  JOHNSON 

5,502.0 

LOCKHEED  MARTIN 

7,662.0 

NIKE  It 

2,107.0 

PARKER  HANNIFIN 

969.6 

PFIZER 

3,160.0 

PHELPS  DODGE 

970.6 

PPG  INDUSTRIES 

1,754.5 

REYNOLDS  METALS 

1,749.0 

TRW 

2,451.2 

UNION  CARBIDE 

1,508.0 

WHIRLPOOL 

2,165.0 

SERVICES  %t 

AMR 

4,333.0 

BANKAMERICA 

NA 

BARNETT  BANKS 

NA 

BERGEN  BRUNSWIG  t 

2,822.1 

CHASE  MANHATTAN 

NA 

CITICORP 

NA 

CONTINENTAL  AIRLINES 

1,561.0 

DOW  JONES 

671.3 

ENRON 

4,049.0 

FEDERAL  EXPRESS  tt 

2,852.4 

FEDERAL  HOME  LOAN  MORTGAGE  3,217.0 

FIRST  CHICAGO  NBD 

NA 

FLEET  FINANCIAL  GROUP 

NA 

HANNAFORD  BROTHERS 

764.7 

HILTON  HOTELS 

546.7 

SOFTWARE 


IBM  AND  LOTUS: 
HAPPY  AT  LAST 

After  a  rocky  start,  benefits 
are  flowing  as  Lotus  blossoms 

When  IBM  snapped  up  Lotus  De- 
velopment Corp.  two  years  ago, 
lots  of  folks  figured  the  developer 
v/as  doomed.  The  $1  billion  software 
maker,  they  predicted,  would  get  tan- 
gled in  the  $76  billion  computer  giant's 


bureaucracy  and  lose  ground  to  Mi- 
crosoft Corp.,  Netscape  Communications 
Corj).,  and  others  that  wanted  a  piece  of 
its  key  market — E-mail  and  "group- 
ware"  programs  to  help  workers  collab- 
orate on  a  network. 

It  hasn't  happened  that  way.  While 
IBM  doesn't  break  out  Lotus  sales  sepa- 
rately, insiders  say  sales  of  Notes  and 
cc:Mail  rose  ahnost  60%  in  1996,  to  more 
than  $650  million.  When  IBM  briefed  an- 
alysts on  fourth-quarter  earnings  on 
Jan.  21,  CFO  G.  Richard  Thoman  called 
customer  acceptance  of  Domino,  a  new 
Web-ized  version  of  Notes,  "generally 
fantastic"  and  said  the  roster  of  Notes 
users  doubled  in  1996,  to  9  million.  That 


was  one  of  the  bright  spots  in  an  e 
ings  report  that  put  Wall  Street  in 
mode.  With  investors  focusing  on  an 
5.6%  sales  gi'owth,  IBM  shares  fell  6^ 
$158,  the  next  day. 

Lotus  execs,  meanwhile,  are  era 
about  how — after  a  rocky  start — 
are  finding  it  pays  to  play  on  Big  B 
team.  "It  took  us  a  year  and  a  ha 
find  the  leverage  in  the  IBM  rela 
ship,"  says  Lotus  President  Jeffre 
Papows.  That  includes  having  IBM's 
force  open  doors  and  relying  on  IB 
help  develop  new  products.  There 
unexpected  windfalls,  too,  such  ai 
heriting  $20  million  worth  of  IBM  ad 
during  National  Football  League  ] 
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%  CHG. 

EST.  EPS 
(11/14) 

REPORTED 
EPS 

DIFF. 

+19 

0.99 

1.08 

+0.09 

0.66 

0.66 

n  Q1 

0.78 

-0.13 

+321 

1.23 

1.74 

+0.51 

-59 

0.61 

0.47 

-0.14 

-97 

-0.21 

-0.16 

+0.05 

MM 

1  4.1 

1.43 

+0.02 

+^/ 

1 

1.99* 

+0.13 

-95 

0.20 

0.11 

-0.09 

-4 

1.39 

1.39 

— 

NM 

0.03 

0.06 

+0.03 

0.82 

MM 

1.19* 

+0.06 

+49 

1.40 

2.00 

+0.60 

+78 

1.12 

1.17 

+0.05 

+11 

1.26 

1.26 

— 

0.35* 

-0.21 

MM 

0.33* 

-0. 10 

+21 

1.16 

1.19 

+0.03 

+20 

0.41 

0.42 

+0.01 

+50 

1.47 

1.47* 

— 

0.54 

0.60 

+0.06 

+  i> 

u.oo 

0.70 

+0.02 

+24 

0.77 

0.77 

-46 

1.37 

1.57 

+0.20 

-€ 

0.97 

0.83 

-0.14 

0.29 

-0.13 

-0.42 

+4 

0.91 

0.84 

-0.07 

-46 

0.97 

0.68 

-0.29 

+150 

0.66 

0.60 

-0.06 

+40 

1.12 

1.16 

+0.04 

MM 

1 .00 

+0.09 

1.88 

1 .92 

+0.04 

+8 

0.74 

0.76 

+0.02 

+16 

0.45 

0.45 

+1 

1.89 

1.74 

-0.15 

1  Q? 
1.7/ 

+0.01 

O  ^1 
U.D  1 

+U. 

-1 

0.59 

0.62 

+0.03 

+2 

0.59 

0.52 

-0.07 

+15 

0.78 

0.90 

+0.12 

+10 

0.42 

0.43 

+0.01 

T^*99 

1.15 

1.15 

NM 

1  m 

X.U3 

n  AO 
— U.U^ 

+25 

0.49 

0.50 

+0.01 

-90 

0.34 

0.25* 

-0.09 

uunittn  1 

riTQ  ^Air^ 

Uln. onLCo 

flTR  PPnFIT*; 

ui n.  r nur  1 1 0 

EST  EPS 

RFPnRTFn 

DIFF. 

(MILLIONS) 

%  CHG, 

(MILLIONS) 

%  CHG. 

(ii/i4) 

EPS 

MORGAN  STANLEY  GROUP 

1,512.0 

+29 

236.0 

i^26 

1.36 

1.36 

MORGAN  (J.  P.) 

2,925.0 

+  12 

419.0 

+14 

1.70 

2.04 

+0.34 

NATIONSBANK 

NA 

NA 

632.0 

+24 

2.10 

2.14 

+0.04 

NORWEST 

NA 

NA 

308.1 

+19 

0.81 

0.81 

— 

PAINEWEBBER  GROUP 

1,469.5 

+7 

91.5 

+56 

0.70 

0.86 

+0.16 

PNC  BANK 

NA 

NA 

271.9 

NM 

0.79 

0.79 

SALOMON 

2,212.0 

-7 

228.0 

+36 

1.26 

1.83 

+0.57 

SCHWAB  (CHARLES) 

600.5 

+22 

59.7 

+40 

0.33 

0.33 

SUNTRUST  BANKS 

1,037.8 

+9 

158.5 

+9 

0.71 

0.72 

+0.01 

TRAVELERS  GROUP 

5,782.3 

+36 

643.5 

+6 

0.88 

0.97 

+0.09 

USFREIGHTWAYS 

342.0 

+19 

8.0 

+19 

0.41 

0.35 

-0.06 

WELLS  FARGO 

NA 

NA 

123.0 

-60 

3.31 

1.12 

-2.19 

TECHNOLOGY 

69,919.3 

+  / 

6,316,4 

+75 

1  06 

1  11 

+0  0,5 

ADVANCED  MICRO  DEVICES 

496.9 

-17 

-21.2 

NM 

-0.16 

-0.15 

+0.01 

APPLE  COMPUTER  t 

2,129.0 

-32 

-120.0 

NM 

-0.04 

-0.96 

-0.92 

ASCEND  COMMUNICATIONS 

177.5 

+  189 

41.1 

+205 

0.31 

0.32 

+0.01 

BAY  NETWORKStt 

514.5 

-5 

-172.9 

NM 

0.26 

0.10* 

-0.16 

COMPAQ  COMPUTER 

5,422.0 

+  15 

462.0 

+463 

1.50 

1.64 

+0.14 

COMPUTER  ASSOCIATES  INTL.ttt 

1,053.0 

+5 

-313.3 

NM 

0.75 

0.75* 

DIGITAL  EQUIPMENT  tt 

3,357.7 

-15 

31.9 

-79 

0.11 

0.15 

+0.04 

GENENTECH 

230.3 

+4 

7.5 

-71 

0.15 

0.06 

-0.09 

HONEYWELL 

2,117.4 

+  10 

153.2 

+22 

1.18 

1.21 

+0.03 

IBM 

23,143.0 

+6 

2,023.0 

+18 

3.90 

3.93 

+0.03 

INTEL 

6,440.0 

+41 

1,910.0 

+120 

1.71 

2.13 

+0.42 

LUCENT  TECHNOLOGIES  t 

7,938.0 

+7 

859.0 

NM 

1.32 

1.35 

+0.03 

MICROSOFT  tt 

2,680.0 

+22 

741.0 

+29 

0.51 

0.57 

+0.06 

MOTOROLA 

7,685.0 

+5 

238.0 

-45 

0.43 

0.39 

-0.04 

RAYCHEM  tt 

441.0 

+7 

52.4 

+109 

1.23 

1.14 

-0.09 

RAYTHEON 

3,367.0 

0 

177.4 

-20 

0.82 

0.75 

-0.07 

SUN  MICROSYSTEMS  tt 

2,081.6 

+19 

178.3 

+41 

0.42 

0.46 

+0.04 

U.  S.  ROBOTICS  t 

645.4 

+77 

69.0 

+66 

0.73 

0.72 

-0.01 

UTILITIES  &  TELECOM 

36,687,1 

+9 

3,640.1 

+210 

0  74 

a  7,5 

-  j.fil 

AMERITECH 

3,884.0 

+  10 

570.0 

+38 

0.99 

1.04 

+0.05 

AT&T 

13,238.0 

+3 

1,242.0 

NM 

0.79 

0.76 

-0.03 

BELL  ATLANTIC 

3,371.3 

+7 

345.6 

-13 

0.97 

0.97* 

NYNEX 

3,330.3 

+  1 

379.7 

+61 

0.94 

0.86 

-0.08 

PACIFIC  TELESIS 

2,449.0 

+7 

191.0 

-17 

0.58 

0.45 

-0.13 

PANENERGY 

2,556.1 

+94 

93.4 

+19 

0.60 

0.62 

+0.02 

SBC  COMMUNICATIONS 

3,768.4 

+9 

542.9 

+5 

0.91 

0.90 

-0.01 

SOUTHERN 

2,453.0 

+6 

161.4 

-17 

0.26 

0.21 

-0.05 

UNICOM 

1,637.0 

+3 

114.1 

+96 

0.34 

0.44 

+0.10 

t  First-quarter  results  tt  Second-quarter  results  tttThird-quarter  results  NM  =  not  meaningful  NA  =  not  available  *EPS  adjusted  for  special  Items 
DATA:  STANDARD  &  POOR'S  COMPUSTAT.  A  DIVISION  OF  McGRAW-HIU  INC  EARNINGS  ESTIMATE  DATA  PROVIDED  BY  l/B/E/S  INTERNATIONAL  INC  , 
NEW  YORK,  NY.  l/B/E/S  IS  A  REGISTERED  TRADEMARK  OF  l/B/E/S  INTERNATIONAL  INC. 


1  -which  Lotus  used  to  plug  Domino. 

having  Chairman  Louis  V.  Gerst- 
I  r.  help  seal  a  deal.  Last  fall,  Rock- 
I  International  Coi^p.  was  looking  for 
[  -are  to  let  40,000  workers 
I  )orate  on  a  network. 

isoft  and  Netscape,  al- 

'  big  Rockwell  suppli- 

were  vying  for  the 

less — until  Gerstner 

Rockwell  CEO  Donald 
that  Lotus  Notes  is 

al  to  IBM's  strategy. 

s    when  Rockwell 

d  up  for  Notes,  says 
I.  Abrams,  director 

lobal  initiatives  at 


Rockwell.  IBM  also  helped  bag  U  S  West, 
Chiysler,  Coca-Cola,  Mobil,  and  Pruden- 
tial last  quaiter.  Instead  of  losing  share, 
Lotus  is  gaining,  says  Dataquest  Inc. 
"The  world  is  coming  our  way,"  says 
Michael  D.  Zisman,  executive 
vice-president  and  chief 
^  strategist  for  Lotus. 

So  is  more  competition. 
Netscape  has  staked  its 
futiu-e  on  moving  upmar- 
ket from  browsers  to 
gi'oupware.  And  Microsoft 
is  doggedly  upgi-ading  its 
E-mail  and  groupware. 
Both  say  such  moves  are 
vital  to  their  strategies. 


Lotus  has  its  own  Net  plan.  On  Jan. 
28,  it  will  introduce  Domino  for  elec- 
tronic commerce,  plus  a  simplified  E- 
mail  progi'am.  Also  on  tap:  a  series  of 
Notes  "applets" — small  programs  that 
can  be  zapped  across  the  Web — written 
in  Java.  The  project  is  getting  a  major 
push  from  ibm,  which  is  building  much 
of  its  Net  strategy  around  the  Sun  Mi- 
crosystems progi'amming  language. 

So  '97  looks  good  for  Lotus,  says 
Dataquest  analyst  Robert  Lewin.  But 
he  warns:  "Lotus'  current  success  does 
not  dictate  its  fLiture  success."  In  the 
coming  battles,  Lotus  will  need  all  the 
help  it  can  get  fi'om  its  Big  Blue  pai'ent. 

By  Paul  C.  Judge  in  Cambridge,  Mass. 
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COMMENTARY 


By  Peter  Coy 


LOOKING  FOR  GROWTH  IN  ALL  THE  WROHG  KMES 


M 


I any  advocates  of  privatizing 
Social  Security  have  bigger 
ideas  in  mind  than  just  fixing 
the  system's  financing.  Their  goal  is 
to  force  households  to  save  more  for 
retirement  and  thus  raise  the  person 
al-savings  rate,  vuhich  has  fallen  to 
around  5%  from  8%  in  the  1970s. 
They  argue  that  juicing  up  savings 
would  make  the  tf.  S.  a  richer  nation 
in  the  21st  century — and  make  the 
burden  of  an  aging  population  more 
tolerable.  Act  now^,  says  Boston  Uni- 
versity economist  Laurence  J.  Kot- 
likoff;  "The  longer  you  wait,  the 
deeper  the  hole  you  dig." 


economy  as  a  whole,  that's  a  wash.  No 
wonder  that  even  at  Wall  Street 
mainstay  Goldman,  Sachs  &  Co.  econ- 
omists headlined  their  analysis  "No 
Free  Lunch." 

Most  savings  advocates  on  the  Ad- 
visory Council  on  Social  Security  ac- 
knowledged as  much  in  their  recent 
report.  That's  why  council  members 
such  as  Carolyn  L.  Weaver  of  the 
American  Enterprise  Institute  put 
such  weight  on  boosting  the  payroll 
tax  and  funneling  part  of  it  into  pri- 
vate savings  accounts. 

But  those  steps  might  not  boost 
savings  either.  After  all,  the  vast  in- 


It  doesn't  make  sense  to  target  a  savings 
campaign  at  the  bottom  60%  of 
households,  which  account 
for  just  28%  of  income 


But  it's  not  clear  that 
stronger  economic  growth 
would  result  from  the  refonns 
that  are  being  proposed — 
namely  raising  payroll  taxes, 
diverting  some  of  them  into 
the  stock  market,  and  setting 
up  individual  retirement  ac- 
counts much  like  4010^)  plans. 
Most  workers  who  want  to 
keep  spending  will  be  able  to 
defeat  efforts  to  make  them 
save  more  through  Social  Se- 
curity. They'll  do  it  by  reduc- 
ing other  forms  of  saving  or 
by  borrowing  more.  What's 
more,  even  if  the  government 
could  force  the  personal-sav- 
ings rate  upward,  some  econo- 
mists question  whether  it  would  truly 
make  the  economy  gi'ow  faster. 
A  WASH.  Start  with  the  proposal  to 
invest  payroll  taxes  in  stocks.  Wall 
Street  loves  the  idea.  By  itself, 
though,  the  move  would  do  nothing  to 
create  a  new  pool  of  savings.  It  would 
simply  siphon  away  money  that  cur- 
rently goes  into  government  securi- 
ties. To  keep  operating,  the  federal 
government  would  have  to  borrow 
more  on  the  open  market.  For  the 


m  savings 
under  401(k) 
plans  since  the  mid- 
1980s  hasn't  budged  the 
personal-savings  rate. 
Brookings  Institution  Senior 
Fellow  Wilham  Gale  points  out  that 
the  net  amount  of  private  savings  in 
the  U.  S.  is  actually  less  than  the 
amount  in  tax-sheltered  savings  such 
as  401(k)s.  The  reason,  says  Henry  J. 
Aaron,  another  senior  fellow  at 
Brookings:  "People  have  collectively 
undone  the  effects  of  these  savings  in- 
centives by  other  dissaving,"  such  as 
credit-card  borrowing,  home-equity 
loans,  and  reduction  of  other  saving. 

Raising  payroll  taxes  might  extract 
more  money  from  middle-  and  lower- 
income  Americans,  but  it  would  cause 


real  pain.  Many  of  these  people  can't 
offset  an  increased  tax  by  decreasing 
savings  elsewhere — because  they 
aren't  sa'-dng  anywhere  else.  And 
they've  ah-eady  bon'owed  to  the  hilt. 
It  hardly  makes  sense  to  target  a  sav 
ings  campaign  at  the  bottom  60%  of 
households,  which  account  for  just 
28%  of  national  income. 
BUDGET  MYTH?  In  any  case,  the  bene 
fits  of  forced  savings  might  not  be 
worth  the  pain.  Last  spring,  the  non- 
partisan Congressional  Budget  Office 
considered  the  effectiveness  of  a  dif- 
ferent means  of  increasing  national 
savings — ^that  is,  cutting  the  fed 
eral  budget  deficit.  The  cbo  an 
alyzed  two  scenarios:  a  federal 
budget  in  balance  from  now 
through  2030,  vs.  one  in  which 
federal  debt  rises  as  rapidly  as 
gross  domestic  product.  It  con- 
cluded that  real  gnp  per  capita 
in  2030  would  be  just  2%  lowei 
under  the  rising-debt  scenario 
than  with  a  balanced  budget. 

Some  contrarian  economists 
argue  that  forcing  up  savings  i; 
likely  to  slow  the  economy,  de- 
pressing investment  rather 
than  sparking  it.  "You  need  to 
stimulate  the  investment  deci- 
sion," says  University  of  Texas 
economist  James  K.  Galbraith,  a 
Keynesian.  He  would  rather  stimu- 
late growth  by  cutting  interest  rates. 
Incomes  would  rise  faster  than  con- 
sumption, and  the  vddening  differen- 
tial between  the  two  would  be  the 
savings  that  fund  new  investment. 

Critics  notvrithstanding.  Social  Se- 
curity doesn't  need  an  increase  in 
payroll  taxes  anytime  soon.  Make  a 
few  fixes,  such  as  loweiing  the  too- 
high  cost-of-living  adjustment,  taxing 
benefits  more,  and  speeding  up  the 
transition  to  a  later  retirement  age, 
and  you  have  a  75-year  fix  that 
doesn't  require  a  payroll-tax  liil^e  for 
decades  to  come. 

Raising  the  economy's  gi-owlh  rate 
is  the  single  best  thing  this  genera- 
tion could  do  for  those  to  foUow.  But 
it's  a  mistake  to  put  that  responsibUi 
ty  on  the  back  of  Social  Security. 

Coy  is  BUSINESS  week's  associate 
economics  editor. 
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The  long  term 
for  my  clients. 
It  means  as  much  tome 
as  it  does  to  them. 


Lori  A.Cousineau 
Certifii  il  Financial  Planner 


Lori  Cousineau  is  an  American 

Express  financial  advisor.  One  of  the  best.  Since  1989,  she's 
been  helping  people  in  the  Seattle  area  with  things  like 
college  funding,  retirement,  and  estate  planning.  And  while 
she's  not  one  for  blowing  her  own  horn,  her  clients  think 
she's  pretty  great. 

That's  because  Lori's  committed  to  helping  them  reach 
their  financial  goals  by  taking  a  thoughtful,  prudent,  long- 
term  approach.  She  helps  her  clients  map  out  a  personalized 
strategy  to  get  where  they  want  to  go.  And  then  provides 
ongoing  advice  and  assistance  to  help  them  stay  on  track. 

It's  the  kind  of  attitude  you'd  expect  from  someone 
who  works  for  a  company  that  pioneered  financial  planning 
;  twenty  years  ago.  And  probably  explains  why  most  of 
Lori's  clients  come  from  referrals. 


Financial 
Advisors 


To  find  out  how  an  American  Express  financial  advisor  can 
help  you  do  more,  call  1-800-GET-ADVICE. 


http://www.americanexpress.com/advisors 
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PEOPLE 


AL  CHECCHI  WANTS  TO  MAKE 
CALIFORNIA  FLY  RIGHT 

He  cleaned  up  his  mess  at  Northwest.  Why  not  try  fixing  a  state? 


It  is  scarcely  8  a.m.  on  Jan.  20,  and  Al 
Checchi  is  on  a  roll.  Jumping  from 
the  chair  in  the  study  of  his  gated 
Beverly  Hills  home,  the  co-chainnan  of 
Northwest  Airlines  paces  before  book- 
cases that  brim  with  biographies  of 
Dwight  D.  Eisenhower,  Franklin  D. 
Roosevelt,  and  other  leaders.  In  min- 
utes, the  suit  coat  comes  off.  And  with 
the  same  intensity  that  the  ex- 
Bass  Brothers  lieutenant  once 
reserved  for  lbos  and  turn- 
arounds, Checchi  talks  about 
politics  and  civic  responsibility. 

Almost  four  years  after  the 
turnaround  of  a  nearly  bank- 
nipt  Northwest — an  aii'line  that 
he  and  partner  Gaiy  L.  Wilson 
had  loaded  with  debt  in  a  1989 
takeover — Alfred  A.  Checchi, 
48,  is  contemplating  the  repair 
of  a  much  lai'ger  and  more  dys- 
functional animal:  California. 
With  a  small  band  of  Democra- 
tic political  consultants,  Checchi 
is  pondering  a  1998  gubernato- 
rial bid.  In  a  race  soon  to  be 
teeming  with  superstar  candi- 
dates, his  odds  are  decidedly 
long.  But  with  a  fortune  esti- 
mated at  more  than  $500  mil- 
lion, no  one's  counting  him  out. 
"Anyone  with  that  much  money 
and  the  itch  for  politics  has  to 
be  considered  a  player,"  says 
Sacramento  attorney  and  Re- 
publican consultant  Steven  A. 
Merksamer,  former  Governor  George 
Deukmejian's  chief  of  staff. 
HISTORY  BUFF.  Still,  even  the  wealthiest 
candidates  need  messages,  and  Checchi 
is  working  on  his.  Stressing  that  Cali- 
fornia's government  has  grown  so  unre- 
sponsive that  its  citizens  lard  the  ballots 
with  initiatives  to  change  laws,  Checchi 
would  winnow  the  bureaucracy  to  pro- 
tect civil  rights,  fight  crime,  and  enforce 
environmental  and  other  regulations. 
Armed  with  tax  credits,  the  private  sec- 
tor would  be  freed  to  create  jobs  that 
would  lessen  crime,  welfare,  and  immi- 
gi-ation  concerns.  Then  he  would  over- 
haul government,  biinging  in  like-mind- 
ed executives  for  the  2,400-odd 
appointments  the  governor  makes.  "At 
Northwest,  we  turned  around  an  air- 


line by  replacing  250  of  the  top  300 
jobs,"  he  says.  "With  2,400  new  people, 
we  can  change  the  world." 

Checclii  plans  to  spend  $3  million  and 
ti'avel  the  state  for  six  months  to  see  if 
the  message  resonates.  He  may  find  that 
voters  increasingly  are  worried  about 
social  issues,  and  Checchi,  who  is  pro- 
choice  and  favor's  the  death  penalty,  could 


see  his  agenda  biiished  aside.  "What's 
he  gonna  do  when  he  wants  to  talk  the 
economy  and  the  fii'st  question  they  ask 
is  his  stand  on  abortion?"  asks  <;0P  con- 
sultant Ken  Khachigian,  Bob  Dole's 
statewide  campaign  manager  in  1996. 

A  liistoiy  buff  who  cites  political  lead- 
ers who  have  come  from  business,  Chec- 
chi terms  his  effort  a  civic  duty.  But 
calls  to  duty  bring  scrutiny.  Critics 
flayed  him  and  Wilson  for  taking  man- 
agement fees  from  a  money-losing 
Northwest.  Their  rescue  plan  was  con- 
troversial for  the  3,000  layoffs  and  the 
$740  million  in  loans  and  other  benefits 
that  Checchi  was  seen  as  pressuring 
the  state  of  Minnesota  to  grant.  "He 
made  his  enemies,"  concedes  Northwest 
board  member  Marvin  L.  Griswold,  a 


foiTner  director  of  the  Teamsters'  Aii-|e 
Div.  "You  wonder  where  they  are,  rh 
that  the  airline  is  nanning  so  well."  ! 

Checchi  is  banking  on  two  just-pasid 
initiatives  that  limit  campaign  contrijh 
tions  and  require  an  open  primai'yjri 
1998.  The  first  gives  millionaires  v 
fund  their  races  an  advantage.  The 
ond  could  allow  Checclii  to  lui'e  indei: 
dents  fi-ustrated  with  professional  pj 
But  both  are  likely  to  see  court  c 
lenges.  And  the  field,  which  already 
eludes  a  Democratic  fi-ont-iTinner  in  !  .i 
tenant  Governor  Gray  Davis,  may 
enlarged  by  the  entry  of  either  Bill  < ' 
ton's  former  chief  of  staff,  Leon  E.  P;ii 
ta,  or  Senator  Dianne  Feinstein.  " 
narrowly  lost  a  1990  gubernator-ial  > 

Money  hasn't  always  worked 


ALFRED  A.  GHEGGHI 

AGE  48 

EDUCATION  Amherst  Col 
lege,  degree  in  American 
Studies  and  Economics; 
Harvard  MBA 

CAREER  Spends  1975  to  ' 
1982  at  Marriott,  eventual 
as  treasurer.  From  1982  to 
1986,  works  with  Bass 
Brothers.  Structures  1983 
LBO  of  land  developer  Arvi 
da.  A  year  later,  Arvida  is 
traded  for  a  9%  stake  in 
Disney.  Works  briefly  at  Dis 
ney,  advising  Chairman 
Michael  Eisner.  In  1989, 
wins  $3.65  billion  LBO  of 
Northwest  Airlines.  After 
$1.8  billion  in  losses, 
airline  is  restructured  with 
layoffs  and  concessions 


ders  in  California.  In  1994,  oil  sc 
Michael  Huffington  lost  a  tight  Sen 
race  after  spending  more  than  $2J 
lion  of  his  own  money.  Still,  Chec 
seems  willing  to  spend  the  $25  mill 
or  more  it  would  take.  And  he  has  lu 
some  big  names  to  his  exploratory 
fori,  including  Clinton  pollster  M 
Penn,  Kennedy  strategist  Bob  Shnff 
and  Dariy  Sr-agow,  who  managed  V( 
stein's  1990  campaign. 

Can  a  multimillionair-e  pro-busiti 
Democrat  with  no  political  resume  fin 
place  on  the  California  political  sec 
Checchi  intends  to  find  out.  The  ans\ 
could  make  tiuning  ai'ound  an  aOinu 
line  look  simple. 

By  Ronald  Grover  in  Los  Av<i( 
ivith  Paula  Dwyer  in  Washington 
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Producing  professional-looking  materials  would  be  a  cinch.  Perfect  presentations, 
a  piece  of  cake.  All  because  you  got  an  Agfa  StudioStar.Tw  A  fast,  high-resolution 
color  scanner  that  does  more  than  just  take  your  business  documents  and  repro- 
duce them  with  sharp  clarity  in  seconds.  Its  selective  color  correction  software 
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ability  to  prepare  color  documents,  transparencies  and  slides.  Now  nothing 
stands  between  you  and  the  perfect  document.  Except  your  imagination. 


SnapScan 

One-pass  scanning,  push-button 
ease,  300  x  600  dpi  resolution, 
24-bit.  Adaptec  PC  SCSI  card- 
Software  for  Mac®  or  PC:  Agfa 
Scanner  CD  with  FotoLook™  and 
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The  complete  picture. 


In  Business  This  Week 


HEADLiNER:  MICHAEL  WHITE 


MAYOR  ON  THE  BALL 


Just  a  year  ago,  Cleveland 
Mayor  Michael  White 
faced  a  crisis:  The  Cleve- 
land Browns  were  mov- 
ing to  Baltimore. 
White  launched  a 
rescue  mission 
on  behalf  of 
this  sports-mad 
city,  preparing 
legal  challenges 
and  begging  the 
NFL  to  give  Cleve- 
land another  team. 
Ultimately,  the  nfl  relent- 
ed, promising  another  club 
by  the  1999  season  if  it 
could  raise  the  money  to 
help  build  a  new  stadium 
by  then. 

White  met  the  chal- 
lenge. He  quickly  sold 
most  of  a  new  stadium's 
114  luxury  boxes  to  Cleve- 
land's corporate  communi- 


ty. He  chnched  the  deai 
Jan.  21  when  fans  snapjj 
up  leases  for  5,600  club 
seats,  1,600  more  thar 
needed.  That  irif; 
the  NFL  now  ni 
cough  up  $48 
million  for  ll 
stadium,  wh: 
could  cost  u] 
$250  million. 
White,  conil 
ered  one  of  the 
nation's  more 
promising  mayors,  face; 
another  huge  problem: 
Cleveland's  failing  publ 
school  system.  He's  woi 
ing  on  that  one,  too.  Hi; 
plan  to  take  personal  cc- 
trol  of  the  schools  is  wot 
ing  its  way  through  the 
Ohio  legislature  and  is 
expected  to  pass. 

By  Peter  Galii  < 


EDITED  BY  GEOFF  LEWIS 


A  HARDER  LINE 
ON  SOFT  MONEY 

IS   IT  TOO   LATE  TO   BUY  A 

night  in  the  Lincoln  bed- 
room? Stung  by  the  continu- 
ing scandal  over  1996  Demo- 
cratic campaign  contributions 
from  Asian  donors.  President 
Clinton  on  Jan.  21  ordered 
strong  reforms  in  the  way  his 
party  solicits  money  and 
treats  big  givers.  The  guide- 
lines prohibit  contributions 
from  non-U.  S.  citizens  and 
American  subsidiaries  of  for- 
eign-owned corporations.  And 
"soft  money"  donations  will 
be  capped— at  $100,000  a 
yean  Clinton  and  the  depart- 
ing Democratic  Party  chair- 
man, Christopher  Dodd  CD- 
Conn.),  challenged  the  gop  to 
adopt  similar  restiictions  and 
join  in  bipartisan  campaign 


CLOSING  BELL 


O.J.  TRIALS 

Maybe  this  is  wtiat  they  mean  by 
feehng  squeezed.  Word  of 
bumper  crops  in  Florida  and 
Brazil  pushed  orange  juice 
prices  down  35%  between  Aug. 
23  and  Ian.  10,  to  78?  a  pound. 
Then  a  freeze  in  the  Sunshine 
State  broke  the  market's  fall, 
sendmg  juice  up  to  87?  on  Ian. 
21.  The  big  question:  How  much 
damage  was  done  to  the  crop? 
Not  enough  to  keep  juice  prices 
from  fallmg  again,  predicts 
Smith  Barney  analyst  Walter 
Spiika.  Prices  could  dip  to  70?  a 
pound  as  the  Florida  harvest 
continues  and  Brazilian  juice 
floods  in,  Spiika  explains:  "The 
world  just  has  too  much  O.J," 


0  ^  ■  .  ■  T  I  I  t  ,--r  

AUG.  2, '96    •'  ■^      '     JAN.  21, '97 
DATA:  BLOOMBERG  FINANCIAL  MARKETS 


reform.  Republicans'  re- 
sponse: Why?  We  followed 
the  law,  and  they  didn't. 

FORSTMANN  LIHLE'S 
NEW  WAR  CHEST 

TED   FORSTMANN,   HEAD  OF 

the  buyout  fii-m  of  Forstmann 
Little,  has  never  relished  sit- 
ting on  the  sidelines.  So  after 
rivals  Kohlberg  Kravis 
Roberts  and  Donaldson, 
Lufkin  &  Jenrette  succeeded 
late  last  year  in  raising  $5.8 
billion  and  $3  billion,  respec- 
tively, Forstmann  apparently 
figured  he  had  to  make  a  big 
move.  And  big  it  will  be. 
Less  than  a  year  after  raising 
$2.3  billion  for  its  previous 
fund,  the  firm  is  quietly  tap- 
ping its  longtime  backers  for 
as  much  as  $4  bilHon  in  eciui- 
ty  and  subordinated  debt  to 
underwrite  a  new  round  of 
dealmaking,  Wall  Street 
sources  say.  Investors  are 
said  to  include  mostly  corpo- 
rate pension  funds,  notably 
those  of  General  Electric  and 

AT&T. 


DANGER:  LOW-FLYING 
PILOT  SALARIES 

PILOTS  AT  CONTINENTAL  AIR- 

lines  think  they  desei^ve  a  big 
i-aise  this  year — 38%.  On  Jan. 
21,  the  company's  indepen- 
dent pilots'  union  said  it  aims 
to  get  wage  and  benefit  lev- 
els lifted  to  industry  levels  in 
new  contract  talks  due  to 
begin  in  April.  The  carrier's 
pilots  currently  receive,  on 
average,  $113,000  a  year, 
62%  of  what  pilots  earn  at 
other  major  airlines,  accord- 
ing to  the  Independent  Asso- 
ciation of  Continental  Pilots. 
The  low  pay  is  a  legacy  of 
former  owner  Frank  Loren- 
zo, who  used  a  1983  bank- 
ruptcy to  slash  employee  pay 
nearly  in  half.  Continental's 
pilots  argue  that  the  airline 
can  afford  parity  aftei'  post- 
ing a  record  $556  million  in 
pretax  profits  for  1996.  Their 
move  comes  after  pilots  at 


United  rejected  a  10%  pay 
hike  over  four  years  and 
those  at  American  set  a  mid- 
P>bruary  strike  deadline. 

YOU'RE  BUSTED. 
JUNIOR  

WORRIED  THAT  YOUR  KID  IS 
smoking  grass  or  snorting 
coke  instead  of  doing  home- 
work? Now  parents  can  find 
out — assuming  they  can  col- 
lect wine  samples.  On  Jan.  21, 
the  FDA  approved  a  home 
drug-testing  kit.  Dr.  Brown's 
Home  Drug  Testing  System, 
made  by  Personal  Health  & 
Hygiene,  is  expected  to  sell 
for  under  $30,  including  a  fee 
for  having  the  urine  analyzed 
at  a  certified  lab. 


THIS  NET  BIZ  MUST 
BE  MAKING  MONEY 

IF  SUPER  BOWL  ADVERTISING 

is  any  gauge,  the  Internet  is 
coming  of  age.  Tiny  Auto- 


By-Tel  v/ill  be  thefii-st  1 
net-based  business  t  \ 
ante  up  for  a  spot — an 
mated  $1.2  million  i' 
seconds  during  Jan. 
Super  Bowl  XXXI.  Th. 
mated  spot  will  tell  hii\ 
two-year-old  company' 
buying  service  is  ch:ii 
the  way  cars  are  sold. 
By-Tel  (www.autobyt*  ! 
matches  prospecti\  i 
buyers  to  car  dealer^^, 
pay  for  the  service.  ii 
offers  low-cost  financin 
insurance. 

ETCETERA. .. 

■  Ed  Miller  resigned,  f 
ing  a  future  shot  at  ( 
Manhattan's  corner  offn. 

■  Boeing  dropped  a  $7  VH 
project  to  build  two 
747s.  Its  stock  soared. 

■  NBC,  in  search  of  mo 
stations,  may  be  talkii 
LIN  Television. 

■  Treasury  set  the  size  1 1 
first  inflation-indexed  j 
auction  at  $7  billion. 
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The  answer  might  well  be  found  in  the  tiny  soybean. 

t's  the  most  economical  and  plentiful  source  of  protein,  the  world's  most 
aluable  weapon  against  malnutrition. 

As  the  world's  largest  processor  of  soybeans,  ADM 
^DM  is  leading  the  way  in  the  fight  to  feed  a  hungry  world. 


■ttp://www. admworld.com 


Supermarket  to  the  world 


36  awards  are  positive. 


HANSOM'S  GUIDELINES 
1995 

EP  1 080  -  Best  Buy  /  Qoid  Medal 
EP  2050  -  Best  Buy  /  Gold  Medal. 
EP  4050  -  Best  Buy  /  Gold  Medal  , 
EP  2152  -  Best, Buy  /  Silver  Medal 
EP  3050 Best  Buy  /  Silver  Medal 


BUYERS 
1995 

EP  2050  - 
EP2152- 
EP  3050  - 
EP  1080- 
1996 

EP  2050  - 
EP  3050  - 
EP  1080- 


LAB 

Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 

Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 


BUSINESS 
CONSUMER  GUIDE 
1995 

EP  2050  -  Recommended* 
EP  2130  -  Recommended' 
EP  2152  -  Recommended' 
EP  4050  -  Recommended' 
1996 

EP  2152  -  Recommended*' 
EP  3050  -  Recommended-* 
EP  4050  -  Recommended* 
EP  6000  -  Recommended* 
EP  8010  -  Recommended* 


BETTER  BUYS 
FOR  BUSINESS 
1995 

EP  1080 -Editor' 
EP  2130-  Editor 
EP  2152  -  Editor' 
EP  3Q50  -  Editor 


s  Choice 
s  Choice 
s  Choice 
s  Choice 


EP2130 
EP  6000 
EP  9760 
1996 
EP  4050 
EP  1080 
EP  2050 
EP  3050 
EP  6000 


Best  Buy  /  Bronze  Medal 
Best  Buy  /  Bronze  Medal 
Best  Buy  /  Bronze  Medal 

Best  Buy /Gold  Medal 
Best  Buy /Silver  Medal 
Best  Buy  /  Silver  Medal 
Best  Buy  /  Silver  Medal 
Best  Buy  /  Bronze  Medal 


•For  a  free  copy  of  Vne  fulf  report 
can  1-800-843-8100  ' 


EP  4050  -  Editor's  Choice 
EP  6000  -  Editors  Choice 
EP  9760  -  Editor's  Choice , 
1996 

.EP  1080  -  Editor's  Choice! 
EP  3050  -  Editors  Choic^ 
EP  8010  -  Editor's  Choicej 

©199C  MINOLTA  CORPORAtlON 


350, 000  copier  sales  are 
proof  positive! 


Why  did  one  copier  line 
win  38  awards 
in  the  past  two  years? 

Sell  350,000  units 
in  the  past  five  years? 
And  enjoy  a  sales  increase 
3  times  better  than 
the  industry  average  in  one  year? 

Why? 

Because  not  all  copiers  are  Minolta. 

Call  1-800-9-MINOLTA 
www.minoltausa.com 


Copiers 
Cameras 
Faxes 
Digital  System 
Document  Imag 
Camcorders 
Binoculars 
Color  Sensor!i% 

Only  from  the  m| 
of  Minolta 


MINOLT/ 


BECAUSE  NOT  ALL  COPIERS  ARE  MINOLTA! 


Washington  Outlook 


)ITED  BY  OWEN  ULLMANN 


i  CAPITAL-GAINS  CUT 

■OOKS  LIKE  A  CAPITOL  WINNER 

s  all  the  talk  Washington  pols  ai-e  spouting  about  a  new  era 
of  bipartisanship  for  real?  The  answer  may  lie  in  the  de- 
bate over  capital  gains.  For  decades,  Republicans  and 
jmocrats  have  fought  with  fervor  over  how  much  of  a  tax 
eak  investors  should  get  for  their  gains  on  capital  assets, 
lis  year,  though.  President  Clinton  and  his  GOP  foes  in 
mgress  just  might  cut  a  deal. 

LawTTiakers  of  both  parties  are  filling  the  legislative  hopper 
th  capital-gains  bills.  To  head  off  a  broad-based  cut,  Demo- 
jts  are  proposingtargeted  tax  relief.  Senate 
nority  Leader  Thomas  A.  Daschle  (D-S.  D.), 
•  example,  would  defer  gains  for  retiring 
•mers  and  small-business  investors.  Other 
pular  beneficiaries  are  small  companies,  (■> 
cially  in  high  tech.  Representative  Robei  i 
Matsui  (D-Calif.)  proposes  letting  investors 
elude  75%  of  their  gains  on  stock  in  compa- 
is  worth  under  $100  million.  For  their  part, 
ipublicans  insist  they'll  still  make  sweeping 
;s  for  all  investors  a  keystone  of  their  five- 
ir,  $163  bilhon  tax  cut. 
THE  BENCH.  Faced  with  that  choice,  Con- 
;ss  may  adopt  both  approaches.  The  model:  a 
1  introduced  on  Jan.  21  by  Senators  Orrin  G. 
tch  (R-Utah)  and  Joseph  I.  Liebennan  (D- 
nn.)  that  would  shield  half  of  all  capital  gains 
m  taxes,  effectively  cutting  the  top  rate  on 

)fits  from  28%  to  19.8%.  The  bill  also  incor-   

•ates  Matsui's  break  for  small-company  investors,  whose  top 
e  would  fall  to  9.9%. 

That  leaves  Clinton  as  the  only  player  not  in  the  capital- 
ns  game.  The  White  House  expects  to  propose  a  $100  bil- 
1  tax-cut  package  in  its  budget,  due  on  Feb.  6.  But  that 
n  contains  only  one  capital-gains  break — hiking  the 
ount  of  home-sale  profits  excluded  from  taxes  to  $500,000 
m  the  current  $125,000.  Clintonites  pitch  that  proposal  as 
simplification — relieving  taxpayers  of  keeping  records 


RUBIN:  Cool  to  the  idea 


needed  to  calculate  their  home-sales  gains,  which  are  seldom 
large  enough  to  trigger  any  taxes — not  as  a  break  for 
investors. 

Aci'oss-the-boai'd  capital  gains  cuts  "ai-en't  a  priority  for  the 
President"  because  "they  don't  do  much  for  the  economy," 
says  Deputy  Ti-easury  Secretary  Lawrence  H.  Summers. 
And  Clintonites  note  that  Ti'easmy  Secretary  Robert  E.  Ru- 
bin helped  scuttle  the  gop's  1995  attempt  to  cut  the  gains  tax. 
GOP  lawmakers  suspect  Clinton  is  just  maneuvering  for 
position  in  the  upcoming  budget  fight.  "The 
Wliite  House  and  the  Ti-easiuy  Secretaiy  know 
that  to  pass  a  tax  bill  tlirough  Congi-ess,  we're 
going  to  have  to  have  broad-based  capital-gains 
rehef,"  says  House  Ways  &  Means  Chairman 
Bill  Archer  (R-Tex.).  Many  Democrats  agree: 
"The  odds  [of  a  cut]  are  better  than  at  any 
time  in  recent  years,"  says  Lieberman. 
NO  HELP?  Wliile  the  political  stars  may  be  in 
alignment,  the  economic  case  for  a  cut  isn't 
nearly  so  clear.  The  capital-gains  jihad  has 
produced  little  clear  eviclence  that  modest  re- 
ductions in  the  tax  rate  on  gains  will  boost 
investment  or  the  economy  by  much.  And  with 
the  stock  market  soaring,  partisans  are  hai'd- 
pressed  to  argue  that  companies  need  a  tax 
break  to  atti'act  capital.  "Mutual-fund  investors 
pay  capital-gains  taxes  eveiy  year,  but  that's 
obviously  not  keeping  people  away  fi'om  fimds," 
argues  Robert  S.  Mclntyi'e,  director  of  Citizens  for  Tax  Jus- 
tice, which  opposes  capital-gains  breaks. 

Still,  capital-gains  taxes  have  always  been  more  about  pol- 
itics than  economics.  Clinton  has  made  balancing  the  budget 
a  test  of  government's  effectiveness — and  working  with  the 
GOP  is  the  key  to  that  deal.  A  cut  in  investors'  taxes  would  be 
a  small  price  for  the  President  to  pay  if  it  keeps  his  dreams 
of  bipartisanship  alive. 

Bij  Mike  McNamee  and  Howard  Gleckman 


CAPITAL  WRAPUP 


AHACK  NOW,  KILL  UTER 


OMECOMING  AT  COMMERCE? 

David  J.  Rothkopf,  managing  direc- 
ir  of  Kissinger  Associates  Inc.,  may 
i  returning  to  Commerce  as  the 
fancy's  top  trade  official.  Rothkopf 
:rved  a  stint  in  Clinton's  first 
dministration  as  chief  deputy  to 
ternational  trade  Under  Secretary 
iffrey  E.  Garten.  He  left  when 
arten  became  dean  of  Yale  B-school, 
id  Stuart  E.  Eizenstat  succeeded 
m  in  1996.  Now  Eizenstat  is  headed 
State,  and  Rothkopf  is  on  the  short 
it  for  the  position. 


►  Hill  Republicans  are  giving  up  for 
now  on  plans  to  kill  off  Cabinet 
departments.  In  1995,  the  gop  target- 
ed Commerce,  Energy,  Education, 
and  Housing  &  Urban  Development 
for  elimination.  But  their  efforts 
stalled  in  the  face  of  stiff  Democratic 
opposition.  So  Republicans  are  push- 
ing a  longer-term  strategy:  They'll 
hold  hearings  this  year  to  expose 
"wasteful"  programs  and  hope  they 
can  build  public  support  for  killing 
the  agencies  in  two  or  four  years. 


FILLING  A  HOT  SEAT 

►  Judith  A.  Winston,  general  counsel 
to  the  Education  Dept.,  is  a  top  candi- 
date to  succeed  Justice  Dept.  civil- 
rights  chief  Deval  L.  Patrick.  But 
Winston  may  not  want  the  post, 
which  handles  controversial  discrimi- 
nation cases.  Another  prospect  is  Bill 
Lan  Lee,  co-director  of  the  naacp 
Legal  Defense  Fund's  L.  A.  office. 
The  first  Asian-American  considered 
for  the  job,  Lee  is  backed  by  Defense 
Fund  national  head  Elaine  R.  Jones,  a 
powei'ful  voice  on  civil  rights. 


\ 
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CENTRAL  EUROPE 


GERMANY'S 
NEW  EAST  BLOC 


With  massive  flows  of  investment  and  aid,  Bonn  is  expanding  its  clout  in  Central  Europ: 


On  a  steamy  Saturday  in  July,  two 
Polish  secuiity  guards  are  having 
a  tough  time.  German  Chancellor 
Helmut  Kohl,  after  a  solemn  visit 
to  Auschwitz,  is  sight-seeing  in  Ki'akow, 
and  the  big  man  has  been  mobbed  by 
cheering  Poles  as  he  crosses  the  Old 
Town  square.  The  crowd  sweeps  him 
out  of  the  guards'  reach.  When  they  fi- 
nally shove  theii'  way  to  his  side.  Kohl, 
beaming  at  his  fans,  refuses  to  budge. 
Children  try  to  touch  him.  One  elderly 
woman  gTips  his  hand  and  won't  let  go. 

A  German  hero  in  Poland?  That's 
not  so  odd  anymore.  Central  Eiu'opeans 
have  good  reason  to  be  grateful  to 
their  former  invadei's.  Every  day,  in 
Bonn's  Ministry  of  Defense,  top  offi- 
cials spend  hours  on  plans  to  fulfill  the 
dream  of  many  Czechs,  Poles,  and  Hun- 
garians by  bi'inging  them  into  the 
North  Atlantic  Ti-eaty  Organization. 
And  German  politicians  take  every  op- 
portunity to  lobby  their  counteiparts  in 
France  and  Spain  to  extend  eastward 
the  privileges  of  membership  in  the 
Eui'opean  Union. 

In  fact.  Central  Europe  ah'eady  has  a 
distinct  Gei'man  accent.  Europe's  eco- 
nomic powerhouse  has  leapfi'ogged  Aus- 
tj-ia  and  the  U.  S.  to  become  Central 
Europe's  biggest  investor.  Joint  ven- 


AS  GERMANY  LOOKS 
EASTWARD  . . . 

SECURITY  Wants  friends  on  all  its  borders  by 
bringing  Central  Europe  into  NATO.  Believes  it 
can  enlarge  NATO  without  alienating  Russia — 
perhaps  more  effectively  than  the  U.S.  can. 

BUSINESS  Needs  to  protect  its  massive  eco- 
nomic interests  in  the  region,  which  buys  $30 
billion  German  exports  a  year  and  supplies  Ger- 
man industry  with  cheap  factories  and  labor. 

CONSCIENCE  Feels  moral  obligation  to  help 
former  Iron  Curtain  members.  Bringing  them 
into  the  EU  and  NATO  is  cheaper  than 
making  loans. 


tures  bridge  its  borders,  more  than 
6,000  in  Hungary  alone.  Germany  is 
Central  Europe's  most  generous  aid 
donor  and  its  mightiest  trading  part- 
ner, accounting  for  more  than  half  of 
the  Eu's  total  trade  with  the  12  eastern 
countries  applying  to  join  the  union. 
"Germany  is  building  a  region  of  co- 
prosperity,"  says  James  Lister-Cheese, 
East  Europe  specialist  at  Independent 
Strategy,  a  London-based  econoinic  fore- 
casting fii'm. 

That  region  could  prove  to  be  a  pow- 
erful presence  in  the  EU.  Together,  the 
Czech  Republic,  Germany,  Hungaiy,  and 
Poland  have  a  population  of 
close  to  140  million  and 
a  combined  gross 
domestic  prod 
uct  of  $2.4 
trillion. 
Ger- 


many and  its  eastern  neighboi'.< 
have  a  special  synergy,  combinin.L'  < 
man  technology  with  Central  Eurx 
lower  costs.  That  ah-eady  is  giving  n 
German  companies  an  edge  ovei-  t 
Western  European  competitors. 

Not  everyone  is  thrilled  about  < 
many's  agenda  in  Central  Euii 
Bonn's  politicians  insist  that  inteu 
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•  East  and  West,  like  forging  mone- 
y  union  in  the  EU,  will  make  Ger- 
ny  more  Euroi)ean,  not  Europe  more 
intian.  But  in  reality,  (Germany  is  in- 
asingly  setting  the  teiTns  for  the  con- 
ent's  future  shape.  "Germany  will  be 
re  central  to  the  new  geogi-aphy  of 
rope,"  says  Dominique  Moisi,  deputy 
ectoi'  of  the  French  Institute  of  In- 
national  Relations.  Some  in  Western 
rope  worry  that  Germany  is  substi- 
ing  economic  and  political  dominance 
its  former  military  supremacy. 
E  FRONT  LINE.  Even  in  Central  Eu- 
le.  which  stands  to  gain  so  much  from 
relationship  with  Gennany,  some  peo- 
feel  the  Germans  are  taking  advan- 
:e  of  them.  Czechs  living  along  the 
■-mile  German  border  seethe  when 
[•mans  in  Mercedes  and  bmws  roll  into 
,71  for  cheap  beer,  food,  and  cigai'ettes. 
Poland,  laws  restrict  land  sales  to  for- 
ners  for  fear  that  Gennans  may  flock 
lenitory  they  once  had  owned.  "Ger- 
ny  is  simply  too  strong  a  partner  not 
raise  some  concerns,"  says  Foreign 
lister  Dariusz  Rosati. 
indeed,  Gennany  is  hardly  acting  out 
iltniism  in  forging  such  intimate  ties 
h  the  East.  Much  more  than  any  oth- 
Eui'opean  nation,  it  needs  a  Central 
rope  whose  loyalties  are  fimnly  locked 
)  the  West.  Although  eveiy  KU  mem- 
benefits  from  sharing  a  continent 
h  stable  democracies,  Geimany  is  on 
front  line.  It  has  nine  neighbors  al- 
ether  and  the  longest  border  with 
fomer  Soviet  bloc.  Berlin  is  just  60 
es  west  of  the  Polish  border, 
iiermany  badly  needs  a  buffer  zone 


between  itsell'  and  Russia,  tearing  that  a 
violent  conflict  in  the  region  could  send 
millions  of  refugees  into  Germany.  "We 
don't  want  a  gray  zone  of  instability," 
says  Rudolf  Seitei's,  a  top  foreigii  policy 
adviser  in  Kohl's  Christian  Democratic 
Union.  What  Germany  does  want  is  to 
bring  the  region  under  the  EU  and  nato 
umbrellas  so  it  can  share  the  cost  of 
keeping  Central  Europe  stable. 

Kohl  has  done  a  masterful  job  of  fi- 
nessing the  issue  of  NATO  enlargement 
with  Russian  President  Boris  Yeltsin, 
to  soften  the  blow  to  the  former  super- 
powei".  Moscow  is  pleased  with  Ger- 


"Germany  is  simply  too 
strong  a  partner  not  to 
raise  some  concerns," 
says  one  Czech  official 


many's  approach.  "The  Germans  have 
been  much  less  pushy  than  the  Ameri- 
cans were  to  make  us  swallow  and  di- 
gest NATO  expansion,"  says  Sergei 
Karaganov,  deputy  director"  of  the  In- 
stitute of  Eui'ope  and  a  top  foreign  pol- 
icy adviser  in  Moscow.  And  although 
some  in  Washington  complain  that  Kohl 
is  complicating  the  process  of  bringing 
Central  Europe  into  nato,  many  are 
gr-ateful  that  Ger-many  has  been  so  sen- 
sitive to  Russia. 

Perhaps  mor-e  immediate  than  any  se- 
curity concer'n  is  Central  Eurojje's  in- 
creasing importance  to  Gennan  gTowth. 
J.  P.  Mor-gan  pr-edicts  that  the  region  will 
buy  10%  of  Germany's  exjaorts  tliis  year' 
and  account  for-  a  quarter'  of  its 
for'ecast  6%  export  gr'owth. 
And  near'ly  every  Cen- 
tral Eur'opean  coun- 
try gets  at  least 
30%  of  its  im- 


ports from  Germany.  Now,  Ger-many 's 
exports  to  the  r'egion  ar'e  about  the 'same 
as  its  exports  to  Wester'n  tr'ade  part- 
ner's such  as  Fr-ance.  But  Central  Eu- 
rope's economies  are  gr'owing  at  an  av- 
er'age  of  5%  a  year — twice  as  fast  as 
Wester'n  Eur'ope. 

At  the  same  time,  the  r'egion  offers 
ideal  conditions  for  German  companies 
looking  to  boost  their  competitiveness 
by  building  lower-cost  facilities  than 
they  could  at  home.  Centr'al  Eur'opean 
worker's  ar'e  highly  skilled — and  don't 
get  the  expensive  benefits  their  Ger- 
man counterparts  do.  That's  why  Opel, 
the  German  arm  of  Gener'al  Motors 
Coi'p.,  built  a  $440  million  plant  in 
Szentgotthar'd,  Hungar'y,  using  local  tal- 
ent to  make  parts  for  and  finish  its  As- 
tr'a  hatchbacks  for  export. 

Business  relationships  between  the 
Central  Eui'opeans  and  their  old  ene- 
mies are  mostly  thriving.  Forte,  a  suc- 
cessful German-Polish  joint  ventur'e,  il- 
lustrates both  the  potential  of  such 
unions  and  the  dehcate  handling  they 
requir'e.  Founded  in  1994  when  a  south- 
er'n  Ger-man  kitchen-cabinet  maker'  and 
a  Polish  fur'niture  r'etailer'  joined  for'ces. 
Forte  had  sales  of  mor'e  than  $115  mil- 
lion in  1996.  Its  listing  ear'ly  last  year'  in 
Warsaw  was  heavily  oversubscr'ibed. 
RESPECTFUL.  The  two  founder's,  fr'om 
opi^osite  sides  of  the  bor'der',  hit  it  off 
well,  even  vacationing  together  with 
then'  families  in  Sviitzer'land.  One  reason 
is  that  the  German  par'tner  was  r'e- 
spectful  of  his  Polish  counter-part — and 
his  friend  aj^pr-eciated  it.  "Some  foreign 
investors  assume  people  here  ai-e  still 
walking  on  all  foui-s,"  says  the  Polish 
manager. 

Politically,  the  most  difficult  r'elations 
are  between  the  Germans  and  the 
Czechs — especially  in  the  so-called  Sude- 
tenland,  or-  norther-n  and  wester-n  Czech 
Republic.  Not  until  December',  1996,  did 
they  agr'ee  on  a  pact  of  reconciliation,  fi- 
nally signed  on  -Jan.  21,  over  the  treat- 


. . .  WESTERN  EUROPE 
WORRIES 

DOMINANCE  Germany's  economic  power  is 
growing,  and  many  fear  that  German  money 
and  trade  ties  will  set  the  terms  for  European 
political  and  monetary  union. 

EAST-WEST  COMPETITION  If  Germany 
brings  the  ex-communist  nations  into  the  EU, 
longtime  members  Italy,  Spain,  and  Portugal 
worry  they'ill  get  less  of  scarce  EU  resources. 

NORTH-SOUTH  RIFTS  As  Germany  lobbies  to 
bring  Central  European  allies  into  the  union, 
France  worries  that  its  clout  will  be  diminished. 
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ment  of  both  Nazi  victims  and  of  3  mil- 
lion ethnic  Germans  expelled  from 
Czechoslovakia  in  1945. 

Balancing  such  tensions,  however,  are 
centuries-old  cultural  and  commercial 
bonds  between  Gei'many  and  its  neigh- 
bors. Czech  and  Genrian  engineers  get 
virtually  identical  training.  Hungary's 
constitution  is  modeled  after  Gennany's. 
Big  German  industrial  names,  including 
Siemens  and  Volkswagen,  were  active  in 
the  I'egion  before  the  war  and  have 
good  reputations.  "We  can  work  with 
the  old  values  of  GeiTnan  companies," 
says  Roland  Koch,  head  of  Siemens' 
$1.73  billion  telecom  operations  in  Cen- 
tral and  Eastern  Europe. 

Border  areas  already  live  in  the 
rhythm  of  the  German  mark.  In  the 
Czech  town  of  Cheb,  a  tliiitl  of  the  busi- 
nesses make  a  living  off  of  Germans, 
some  65%  of  these  catering  to  touiists. 
Oompah  music  greets  them  each  Satui'- 
day  afternoon  in  a  town  square  that 
might  well  be  in  Bavaria.  "When  Ger- 
many does  well,  we  do  well,"  says 
Ladislav  Mikes,  owner  of  textile  compa- 
ny Vlnap  in  the  nearby  town  of  Nejdek. 
MUSCLE-FLEXING.  German  leaders  like  to 
stress  their  moral  obligation  to  their 
eastern  neighbors,  and  German  politi- 
cians have  shown  great  sensitivity  in 
building  tnist.  Yet  as  Gennany  pushes  to 
consohdate  its  influence  further.  West- 
em  Europe  is  nei-vous.  Bonn's  efforts  to 
call  the  shots  simultaneously  on  monetary 
union  and  NATO  e.xjjansion  at\d  up  to  a  lot 
of  muscle-flexing.  And  ultimately,  both 
goals  clearly  help  Germany  more  than 
anyone  else  in  Western  Europe. 

In  addition,  there  is  danger  in  fos- 
tering expectations  in  Central  Europe 
that  can't  be  met.  That  has  been  at  the 
root  of  continuing  friction  between  east- 
em  and  western  Gemians,  as  eastemers 
grow  fmstrated  that  it's  taking  longer 
than  they  thought  to  match  the  West's 
living  standards.  Despite  Kohl's  origi- 
nal target  of  2000  for  Poland's  entry 
into  the  kli,  it  probably  will  take  until 
2003  or  even  2005. 

For  now,  Gennany  is  doing  its  best  to 
chaperon  its  neighbor's  into  the  Westem 
clubs.  "We'd  like  to  see  a  happy  ending 
to  a  difficult  eentuiy,"  says  Klaus  Nau- 
marm,  chief  of  the  militaiy  committee  of 
NATO  and  a  German  general.  Once  again, 
it  is  behaving  like  Eur'ope's  superpower. 
Ar'ound  the  wor'ld,  people  who  remem- 
ber sadder  times  ar"e  keeping  their  fin- 
ger's crossed  that  this  time,  Ger'many's 
intentions  ar'e  benign. 

By  Karen  Lowrij  Miller  in  Bonn  and 
John  Teniplemau  in  Warsaw,  urith  James 
Drake  in  Cheb,  Rodney  Jeffersmi  in  Bu- 
dapest, and  Peggy  Simpson  in  Krakow 


GERMANY 


DUSTUP  AT 
DAIMLER 

How  Schrempp  ejected  one  of 
his  best  executives-and  why 


As  usual  over  the  Christmas  hoU- 
day,  Helmut  Werner  headed  foi' 
the  ski  slopes  with  his  family.  But 
even  tr'ying  out  the  newfangled 
carving  skis  at  the  Austrian  r'esort  of 
Lech  couldn't  keep  the  fun-loving  Mer'- 
cedes-Benz  cliief  executive  from  tliinldng 
about  the  imsavory  business  that  liu'ked 
back  at  the  office.  Werner,  60,  knew  he 
would  soon  have  to  tur'n  his  back  on 
what  he  had  repeatedly  called  "the  best 
job  in  the  wor'ld." 

In  fact,  by  the  time  the  silver'-haired 
executive  resigned  on  .Jan.  16,  the  out- 
come seemed  inevitable.  The  German 
pr'ess  had  speculated  for  months  that 
Werner  would  go.  A  reorganization  of 
Mercedes'  par'ent,  Daimler  Benz,  which  is 
expected  to  be  rubber-stamped  by  com- 
pany dtr'ector's  on  Jan.  23,  will  meld  the 
two  entities  and  erase  Wei-ner's  job. 
RISKY  MOVE.  No  one  disputes  that  the 
rejiggering  makes  sense.  It  r'eplaces  an 
unwieldy  structur'e  set  up  during  the 
1980s  for  Daimler's  ill-fated  diver'sifica- 
tion.  In  one  sweep,  it  will  eliminate  300 
manager's  and  save  $125  million.  But 
Wemer's  exit  leaves  tr-oubling  questions 
unanswered.  Why  didn't  Daimler  ceo 
Jiir'gen  E.  Schrempp  and  directors  do 
whatever  it  took  to  keep  one  of  the  com- 
pany's most  successful  executives?  And 
will  Wer^ner's  deparliu'e  dei'ail  Mercedes' 
tiu'nar'ound"?  "The  bit  [of  Daimler']  that 
didn't  need  fixing  was  Mercedes,"  says 
Salomon  Brothers  analyst  John  Lawson. 


Indeed,  tinkering  with  success  si 
mighty  risky.  Financially,  Mer'cedi 
ries  Daimler.  Auto  operations,  wii  i 
sales  of  about  $47  billion,  accounted  I. 
of  Daimler''s  estimated  $1.5  billion  in 
operating  profit.  If  Wer-ner-'s  stratci 
expand  into  developing  mar'kets  aiii 
versify  into  small  car's  and  sport  ui  i 
goes  accor'ding  to  plan,  that  figm-e  < 
jump  to  $2.6  biUion  by  1998,  figurc  - 
Mor'gan  Secmities  analyst  Nick  Sm 

Both  Wemer'  and  Schrempp  dt  r 
to  be  inter-viewed  for'  tliis  story.  But 
mid  1994,  when  he  was  chosen 
Wer'ner    to    become  Daimler' 
Schr-empp  steadily  angled  to  oven 
his  rival.  Wer'ner,  meanwhile,  mi 
lated.  He  thought  Mer'cedes'  str'on 
for'mance  would  protect  his  powci 
job.  "Wer'ner  allowed  himself  i 
pushed  ftir'ther  and  ftu'ther  into  ;i 
ner;"  says  one  industr'y  consultant. 

Schr'empp,  52,  launched  his  fir-st  i 
challenge  to  Wer'ner'  before  he  had 
daily  succeeded  Edzar'd  Reuter  as  1 


A  Two- 
Year  Clash 
Of  Wills  1 


DATA:  BUSINESSWEEK 


!yiAY^1995 

Schrempp  succeeds  Edzard 
Reuter  as  CEO  of  Daimler  Benz, 
parent  of  luxury  carmaker  Mer- 
cedes-Benz. 

SPRING,  1995 

Schrempp  spars  with  Werner 
over  car  projects.  Werner 
prevails. 


SEPT.-  OCT., 


Schrempp  fashions  a 
restructure  Daimler  i 
that  would  wipe  out) 
job. 

JANUARY,  I* 


Daimler  engages  a  cc 
to  help  fine-tune  Schi 
restructuring  plan. 
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ler  CEO  in  May,  1995.  That 
ing,  he  demanded  a  review  of  Wer- 
t's pet  project,  the  $10,000  .smart  mi- 
car,  a  daring  joint  venture  with  Swiss 
tchmakei'  smh  Swatch.  Mercedes'  su- 
visoiy  board  had  ah'eady  approved 
project  a  year  earlier  Wemer  finally 
need  criticism  in  May,  1995,  by  invit- 
Schi-empp  and  other  Daimler  board 
mbers  to  drive  the  smart  at  the 
ne-shaped  building  in  suburban 
ittgart,  where  Mercedes  executives 
w  fiitui'e  products.  They  loved  it. 
Chat  fall,  Schi'empp  began  to  mull  a 
lake  of  Daimler  He  wanted  to  ax  the 
iing  company  Reuter  had  created  as 
t  of  his  failed  effort  to  build  a  diver- 
id  technology  company.  That  would 
m  bringing  the  car  company,  wliich 
mer  ran  almost  independently,  back 
I  Daimler,  where  Schi'empp  would  caO 
shots  dii'ectly.  In  October,  the  Gennan 
ikly  Stern  pubhshed  a  stoiy  saying 
two  execs  were  on  a  collision  course. 
]arly  in  1996,  Schi-empp  liired  a  con- 
ant  to  help  fine-tune  his  plan  and 


Werner  miscalculated  when 
he  figured  that  Mercedes' 
strong  performance  would 
protect  his  power  and  job 


commissioned  Goldman,  Sachs  & 
Co.  to  study  the  worlds  50  biggest 
conglomerates.  Goldman  concluded 
that  holding  companies  were  less 
efficient  than  companies  with  close- 
ly held  subsidiaries.  This  launched 
a  yearlong  debate  within  Daimler 
over-  the  company's  future  form. 
From  the  beginning,  Wernei'  ar- 
gued that  Mercedes  was  at  a  ciucial 
uncture  in  its  turnaround  and 
should  remain  autonomous. 

Indeed,  when  Wemer  took  over 
as  Mercedes  ceo  in  1993,  the  vener- 
able company  was  straggling.  Out  of 
touch  with  customers  and  burdened 
by  the  industry's  highest  costs,  it  was 
losing  sales  to  archrival  bmw  and  to 
Japanese  luxmy  brands  such  as  Lexus. 
Losses  that  year  moimted  to  $713  million. 
Wemer  quickly  reined  in  spending,  built 
factories  outside  Gemiany,  and  unleashed 
a  product  offensive.  Besides  the  smart 
car,  due  in  1998,  Mercedes  this  year  will 
introduce  the  M-class,  a  $35,000  sport 
utility  line,  and  the  A-class,  a  $20,000 
subcompact.  Analysts  say  Mercedes  can't 
afford  to  bungle  these  key  launches. 
LEAKS  FROM  THE  TOP.  Wliile  the  debate 
raged,  Sclirempp  became  increasingly  in- 
volved in  the  car  business.  He  began 
scheduling  visits  to  Mercedes  factories 
and  offices,  often  without  alerting  Wer- 
ner. One  such  visit,  in  late  August,  was  a 
three-day  trip  to  Mercedes'  new  plant 
in  Tuscaloosa,  Ala.,  that  this  spring  will 
begin  building  the  M-class  for  the  truck- 
crazed  U.S.  market  and  export.  The  in- 
tensity of  his  interest  "really  sent  a  mes- 
sage" that  Sclii'empp  was  becoming  more 
hands-on,  says  one  plant  official. 

By  last  fall,  seven  of  eight  managing 


directors  were  lined  up 
behind  Schi'empp's  reor- 
ganization. Wemei-'s  was 
the  only  dissenting  vote. 
Schrempp  decided  to 
force  the  issue.  He  be- 
gan leaking  details  of 
the  plan — and  Wemer's 
resistance — to  the  Ger- 
man press.  Wemer  had 
even  tiu'ned  down  the  job  of  vice-chair- 
man, stories  said.  Hilmar  Kopper,  the 
Deutsche  Bank  ceo  who  chairs  Daim- 
ler's supervisory  board,  demanded  that 
the  leaks  stop.  Schi'empp's  aides  went 
right  on  talking  to  reporters. 

On  Nov.  6,  the  supei^visoi^y  boai'd  post- 
poned a  final  decision  on  the  restmctur- 
ing,  but  Kopper  ordered  Schrempp  to 
come  u})  with  a  jjlan  that  Wemer  could 
Uve  with.  Tlie  fight  only  worsened,  how- 
ever. Schrempp  and  Wemer  each  sent 
out  lettere  to  company  officials  supporting 
their  respective  positions.  On  Dec.  10, 
Schi'empp,  Wemer,  and  Kopper  met  at 
Deutsche  Bank  headquarters  in  Frank- 
fiut  in  a  final  effort  at  compromise.  But 
by  the  end  of  the  meeting,  Wemer  knew 
he  had  only  one  choice. 

He  vows  not  to  retire  to  the  ski 
slopes.  He  will  coordinate  plans  for  the 
upcoming  world  exposition  in  Hannover, 
Expo  2000,  and  both  Ford  Motor  Co. 
and  General  Motors  Coip.,  according  to 
industi-y  scuttlebutt,  want  to  talk  to  him. 
Schi'empp,  meanwhile,  can  tm'n  liis  full 
attention  back  to  fixing  Daimler  now  that 
the  power  stniggle  is  over.  He  has  lots  to 
do.  Although  Daimler  Benz  Aerospace 
has  cut  nearly  25,000  jobs  since  1993  and 
jettisoned  money-losers  such  as  Dutch 
aircraft  maker  Fokker,  the  division  lost 
an  estimated  $350  million  in  1996. 

But  the  forcing  out  of  a  stai'  lieutenant 
has  some  observers  wondering  whether 
Schrempp  isn't  following  in  his  prede- 
cessor's autocratic  footsteps.  With  Wer- 
ner gone,  there's  no  one  left  at  Daimler 
to  balance  Schrempp's  power.  It's  now 
up  to  shareholders  and  Daimler's  board 
to  make  sui'e  he  uses  it  wisely. 

By  David  Woodruff^  in  Bonn 


PRING,  1996 

management  board 
scussing  the  plan  to 
cedes  and  other  operat- 
with  parent  Daimler, 
sists. 

IIGUST,  1996 

)  spends  three  days  at 
lercedes  plant  under 


construction  in  Tuscaloosa,  Ala. 
Werner  is  absent. 

 ^9P_T9ff^^^i  A®?^_ 

At  a  conference  in  London  spon- 
sored by  investment  bankers  J. P. 
Morgan,  Schrempp,  and  other 
Daimler  managers  discuss  the 
restructuring  with  50  institu- 
tional investors 


OCT.  16^  1996 
Daimler's  managing  directors 
mostly  support  the  restructuring 
plan.  Werner's  is  the  only  dis- 
senting voice. 


i; 

Chairman  Hilmar  Kopper 
instructs  Schrempp  to  find  a 
way  to  keep  Werner  on  board. 


DEC.  10,  1996 
Schrempp  and  Werner  meet 
with  Kopper  in  Frankfurt  in  a 
final  attempt  to  break  a  dead- 
lock. They  fail. 

 i^_l6,|j?&7  

Werner  resigns. 
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International  Business 


CHINA 


WHERE'S  THAT 
POT  OF  GOLD? 

Doing  business  in  China  keeps  getting  tougher 

Although  Chma  has  always  been  a  difficult  place  to  make  money, 
multinatiojials  have  maiyitained  that  success  requires  patience.  Yet 
as  China  yyioves  into  more  sophisticated  industries,  many  compa- 
nies are  questioning  whether  their  investments  will  ever  pay  off. 
From,  power  generation  to  aircraft  and  telecoynmunications,  veter- 
ayi  iyivestors  find  tha  t  the  hurdles  for  success  grow  higher.  Beijing 
encourages  overcapacity,  bureaucratic  probleyns  drive  up  costs, 
and  central  planners  disrupt  the  market.  The  experiences  of  for- 
eign carmakers  and  drug  companies  underscore  the  problem.  In 
both  sectors,  Chiyia  is  one  of  the  most  important  emerging  markets. 
But  profits  are  as  elusive  as  ever. 


AUTOS:  STUCK  IN 
FIRST  GEAR 

Huge  plants,  skimpy  sales 

Four  years  ago,  Peugeot  seemed 
poised  to  realize  its  big  ambitions  in 
China.  The  French  auto  maker  an- 
nounced it  would  invest  $1  billion  by 
the  turn  of  the  century  to  boost  out- 
put at  its  joint- ventm-e 
plant  in  Guangzhou 
from  20,000  units  to 
150,000.  But  today, 
such  hopes  seem  for- 
lorn. With  the  French 
beset  by  problems 
ranging  from  an  out- 
dated product  to  a 
weak  i)aitner,  the  Peu- 
geot plant  turned  out 
only  2,G74  vehicles  in 
1996.  Rumors  are  rife 
that  Peugeot  is  ti-ying 
to  sell  its  stake. 

Peugeot  may  be- 
come the  fii'st  foreign 
auto  maker  to  call  it 
quits  in  the  potentially 
enormous  China  mar- 
ket. But  it  is  hardly 
the  only  one  climbing 
the  walls  in  frustra- 
tion. Volkswagen, 
whose  Santana  joint- 
ventui'e  in  Shanghai  is 


China's  most  successful  car  project,  has 
lost  more  than  $100  million  in  a  new 
venture.  Peugeot's  sister  company.  Au- 
tomobiles Citroen,  is  posting  steep  loss- 
es at  its  new  plant  in  Wuhan.  Among 
American  companies,  General  Motors 
Corp.  still  hasn't  concluded  a  deal  to 
build  Buicks  that  it  signed  in  October, 
1995.  Chrysler  Corp.  has  no  new  plans 
beyond  its  14-year-old  Jeep  venture  in 
Beijing.  Says  Cluysler  Chainnan  Robert 
J.  Eaton,  who  is  fed  up  with  the  bu- 


I'eaucracy:  "There  is  concern  whethr 
the  Chinese  will  ever  let  any  compa'r 
determine  its  destiny." 

Beijing's  meddhng  is  a  big  part  of  t 
problem.  In  the  eai-ly  19i;H3s,  when  Clii 
regarded  cars  as  a  "pillar  industn'" 
the  fiitiu-e,  poHcymakere  pushed  to  set 
huge,  world-class  plants.  But  when  i 
economy  overheated,  Beijing  impov 
tight-money  policies  that  suppressed  c 
demand.  The  result:  Last  year,  passd 
ger-car  sales  rose  by  19%,  to  382,0( 
Capacity,  however,  reached  700,000  a 
vdll  continue  to  gi-ow  dramatically. 
SMUGGLING.  Adding  to  the  competiti 
is  car  smuggling  from  Japan  and  Sou 
Korea,  which  some  industry  sources  ( 
timate  reached  100,000  units  last  yej. 
Meanwhile,  the  government  recent 
lowered  its  projections  for  future  i 
demand  from  1.2  million  in  200(i 
850,000. 

Compounding  the  problem  is  tl 
passenger-car  prices  are  fixed  by  t 
government  at  between  $15,600  a 
$26,000.  At  those  levels,  few  manuf; 
turers  can  realize  profits  because 
their  low  production  volumes.  The  sii 
ation  could  "get  very  serious  in  a  yeaif 
the  government  keeps  playing  aroum" 
warns  Denis  Duchesne,  general  man;- 
er  of  Dongfeng  Citroen  Automobile  ( . 

The  Citroen  plant,  among  Chin 
most  modern,  has  Beijing's  blessinti 
make  up  to  300,000  cars  a  year  \m 
century.  Yet  last  year,  it  produced. 

paltry'  13,000  of  ^  

its  zx  Fukangs.  VWs  IN  SHANGHAI: 
That  low  volume,  0)ie  of  the  few 
plus  the  need  to  profitable  plants 
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Potholes  In  China 


PEUGEOT 

CITROEN 

VOLKSWAGEN 

MERCEDES 

GENERAL 
MOTORS 


Production  has  halted  at  its  Guangdong  plant,  where  demand  has  fallen 
far  short  of  capacity.  Company  may  be  looking  for  a  buyer. 

Peugeot's  affiliate  is  producing  at  a  fraction  of  capacity  at  its  $1.4 
billion  Wuhan  plant. 

Its  Shanghai  car  plant  is  China's  most  successful,  but  VW's  new 
150,000-unit  plant  in  Changchun  has  lost  an  estimated  $100  million. 

Its  $1  billion  plan  to  make  minivans  in  Guangzhou  is  bogged  down  in 
negotiations.  Many  analysts  think  it  unviable. 

The  U.S.  giant  still  has  not  signed  a  contract  for  a  $1  billion  deal 
struck  in  1995  to  build  cars  in  Shanghai. 

DATA:  BUSINESS  WEEK 


import  40%  of  its  parts,  makes  it  im- 
possible to  break  even  on  the  zx 
Fukang's  $17,800  price  tag.  Citroen  is 
expanding  steadily  and  expects  to  be- 
come profitable  in  five  years,  Duchesne 
says,  provided  Beijing's  pohcies  become 
more  rational. 

Peugeot  has  not  even  approached  a 
profitable  level  of  production.  The  com- 
pany's aging  505  model,  which  is  priced 
at  nearly  $26,000,  has  never  been  a  hit 
in  China.  Also,  its  local  partner,  the 
Guangdong  provincial  government,  has 
been  unable  to  get  Beijing's  go-ahead 
for  expansion  plans.  Last  year,  the  ven- 
tiu-e  sold  less  than  3,000  cars,  compared 
vnth  6,600  in  1995.  Peugeot  is  entangled 
in  negotiations  to  sell  its  22%  stake  or 
shift  production  to  its  Citroen  affihate 
in  Wuhan.  As  of  mid-January,  says 
Frederic  Saint-Geours,  deputy  manag- 
ing director  of  Automobiles  Peugeot, 
the  Guangzhou  plant  was  facing  "major 
difficulties." 

GETTING  STALE.  Even  the  market's 
savviest  player  is  running  into  trouble. 
While  Volkswagen's  Shanghai  joint  ven- 
ture has  been  profitable  since  1986  and 
now  accounts  for  54%  of  China's  pas- 
senger-car market,  its  deal  with  state- 
owned  First  Automobile  Works  in  the 
northern  city  of  Changchun  is  another 
story.  This  project  to  produce  Jettas 
has  struggled  with  weak  sales,  poor 
plant  efficiency,  and  other  glitches.  Af- 
ter four  years,  annual  sales  are  just 
25,000  units,  half  of  its  target  and  well 
shy  of  its  150,000-unit  capacity.  "Last 
year  was  the  first  time  that  cars  were 
not  automatically  sold"  in  China,  says 
Volkswagen  Asia-Pacific  Chairman  Mar- 
tin Posth. 

Then  there's  the  issue  of  Beijing's 
goals  vs.  commercial  viabihty.  Among 
the  hitches  apparently  holding  up  Mer- 
cedes' plan  to  make  minivans,  announced 
in  mid-1995,  is  China's  demand  that  pro- 


duction be  split  between  factories  in 
Guangzhou  and  Hainan  Island,  hundreds 
of  miles  away.  Although  the  German 
company  insists  it  is  committed  to  the 
project,  it  is  far  from  signing  a  con- 
tract. General  Motors,  which  has  a  1995 
agreement  to  produce  Buicks  at  a 


planned  $1.2  billion  facility  in  Shangli, 
also  is  growing  weary  of  waiting  r 
Beijing's  formal  approval.  Says  Ch;-- 
man  John  F.  Smith  Jr.,  "This  is  goingo 
get  stale  if  we  don't  get  going." 

Except  for  Peugeot,  however,  no  a 
maker  seems  close  to  pulHng  out.  ; 
body  wants  to  be  left  behind  in  a  m 
ket  vdth  such  potential.  Although 
executives  are  frustrated  at  the  ji 
of  negotiations,  gm  still  expects  tn 
some  $2  billion  into  a  host  of  deals.  < 
Opel  unit  has  expressed  interest  in  t 
ing  over  Peugeot's  Guangzhou  venti 
And  despite  its  troubled  minivan  ])i 
ect,  Mercedes-Benz  in  September  sim 
a  new  agi-eement  to  make  commei' 
buses.  But  as  the  prospects  of  |>r 
get  ever  more  distant,  the  world's  a 
makers  will  have  to  wonder  whet 
staying  in  the  China  game  is  re; 
worth  the  price. 

By  Mark  Clifford  in  Hong  A"o 
with  Dexter  Roberts  in  Beijing.  .1 
Trinephi  in  Pmis,  mid  Kathleen  K<'r> 
in  Detroit 


DRUGS:  PLENTY  OF 
BIHER  PILLS 

Knockoffs  and  protectionism 

At  the  Shangdi  high-technology  park 
in  Beijing,  the  Danish  phamiaceu- 
tical  company  Novo  Nordisk  is  con- 
structing a  $10  milhon  research-and-de- 
velopment  center.  To  show  how  serious 
they  are  about  China,  the  Danes  have 
built  a  "spuit  wall"  to  shield  the  center's 
main  entrance,  a  traditional  Chinese 
means  of  keeping  bad  Juck  away. 

It  may  be  just  a  gesture,  but  Novo 
Nordisk  needs  all  the  help  it  can  get  in 
this  market,  as  do  other  Western  drag- 
makers.  Last  year,  China  registered 


more  than  $5  bil-   BEIJING  PHARMA' 

lion  in  prescrip-   The  state  often 
tion   and   over-   refuses  to  pay  fr. 
the-counter  drug   Western  driigs 
sales,  and  the  in- 

dustry  should  grow  at  close  to  20' < 
nually  for  years.  Some  estabUshed  c 
panies,  such  as  Xian-Janssen 
SmithKline  Beecham,  have  eai' 
strong  profits.  But  many  other  venti 
are  seeing  their  profits  erode.  Prol>i 
include  new  moves  by  the  govern  n 
to  protect  the  local  drag  industry,  t'l 
restrictions  on  foreigners'  abihty  to 
drags,  and  serious  problems  with  ] 
tection  of  intellectual  property. 

Many  government  practices  make 
eign  dragmakers  uneasy.  When  a  i] 
Chinese  phai-maceutical  company  apji 
for  patent  protection,  for  example,  it 
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;es  the  formulas  of  its  di-ugs  to  the 
te  Pharmaceutical  Administration  of 
ria  (SPAC).  The  suspicion  is  that  some- 
local  rivals  then  copy  the  fonnulas. 
ere  is  definitely  some  leakage,"  says 
head  of  one  Western  choigmaker  who 
seen  his  company's  drugs  rapidly 
ed.  To  make  things  worse,  a  loophole 
Chinese  law  essentially  means  that 
^cats  can  escape  punishment, 
'oreign  companies  also  complain 
at  Beijing's  tactics  in  cutting  health- 
!  costs.  The  government  keeps  Hsts 
;  show  which  drugs  the  state  will 
for:  If  a  consumer  wants  drugs  not 
the  list,  he  or  she  must  pay  out  of 
iet.  Many  foreign  drugmakers  note 
;  the  Usts  contain  few  foreign  prod- 
;.  They  claim  the  lists  ai'e  a  disguised 
n  of  protectionism.  The  Chinese  say 
just  logical.  "Eight  hundred  million 
ners  can't  afford  to  buy  expensive 
ech,"  argues  Chen  Zhanghang,  pres- 
it  of  Beijing-based  China  pku  Win- 
r  Biotech  Group.  "So  China  has  to 
elop  cheaper  phtrmaceuticals." 
THE  LIST.  Yet  the  suspicions  re- 
n.  "[The  Chinese]  don't  want  the 
tinationals  to  dominate  the  whole 
■stry,"  says  Mandy  Chui,  business-de- 
ipment  manager  at  IMS  China,  a 
!ical-business  and  market-informa- 
company.     Take  SmithKline 
cham's  experience.  Its  successful 
gin  factory  rolls  out  thousands  of 
tac  capsules  eveiy  minute  to  feed 
t  is  already  the  largest  market  in 
world  for  its  cold  medicine.  Yet  Con- 
las  recently  been  taken  off  the  gov- 
nent  reimbursement  Ust,  while  Con- 
main  Chinese  competitor,  Black  & 
te  cold  formula,  remains  on  the  list. 
1th  all  these  obstacles,  it's  no  wonder 
Y  companies  have  not  met  their  orig- 
targets.  Pfizer  Inc.  which  has  in- 
id  $60  million  in  a  factory  in  Dalian 
lened  in  1993,  and  Glaxo  Wellcome 
which  has  been  making  anti-asthma 
•ators  in  Chongqing  since  1991,  are 
of  many  companies  that  have  had 
Die  reaching  full  production  in  theii- 
a  facilities.  Sales  are  not  strong 
gh  yet.  "Some  companies  are  even 
iig  about  subcontracting  out  part  of 
[  factories  to  other  producers"  be- 
i  of  slow  sales,  says  Chui. 
ill,  no  foreign  player  is  ready  to 
Dut.  Companies  such  as  SmithKline 
Phannacia  &  Upjohn  Inc.,  for  ex- 
e,  still  plan  sizable  additional  in- 
nents.  "It's  going  to  be  a  major 
;et,"  says  Chris  Robbins,  general 
iger  of  China  Bristol-Myers  Squibb, 
question  is:  How  far  away  is  the 
>f  gold?"  Pretty  far,  it  seems.  But 
such  huge  sales  beckoning,  drug 
i)anies  are  still  betting  China  is 
(i  the  headache. 

By  Dexter  Roberts  in  Beijing 


#1  Performing  Fund  Since 
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per  MtiliKil  Fund  Forecaster* 


"Tough  Guys  Finish  FIRST" 

—  Mutual  Funds  Magazine,  April  '95 


Ten- Year  Compounded 
Annual  Return 


Five  year   18.9% 

One  year  20.9% 

Periods  Ending  12/31/96 
per  Lipper  Analytical  Services 


Lawrence  Auriana  and  Hans  L'tsch, 
Portfolio  Co-managers  with  over  65  years 
of  combined  Wall  Street  experience 


Morningstar  5-Star  (*****)  Rating' 

(Out  of  1,826  equity  funds  as  of  12/31/96) 


For  a  prospectus  call: 

(800)  562-92 1 0 

24  hours  per  day,  7  days  a  week 


*Out  of  637  open-end  equity  funds,  for  the  period  of  12/4/87  -  12/31/96. 
**Morningstar  ratings  are  subject  to  change  every  month  and  are  calculated  from  the 
funds'  three-,  five-  and  ten-year  average  annual  returns  with  appropriate  sales  chaige 
adjustments  and  a  risk  factor  that  reflects  performance  relative  to  three-month 
Treasury  bill  monthly  returns.  Ten  percent  of  the  funds  in  an  investment  category 
receive  five  stars. 

Total  returns  for  periods  ending  December  31,  1996  are  historical  and  include  change  in 
share  price,  reinvestment  of  dividends  and  capital  gains.  There  is  a  0.2%  redemption  fee 
and  a  12b- 1  fee  in  excess  of  0.2.5%.  The  S&P  is  an  unmanaged  index  consisting  of  the 
common  stock  of  500  publicly  traded  U.S.  companies.  The  Russell  2000  Index  consists 
of  2,000  small  and  mid-cap  companies.  For  more  complete  information  including 
chaiges,  expenses,  and  risks  on  small-cap  stocks  please  read  the  prospectus  carefully 
before  you  invest.  The  perfomiance  cited  represents  past  performance  which  is  not 
indicative  of  future  results;  investment  performance  fluctuates;  fund  shares  when 
redeemed  may  be  worth  more  or  less  than  original  cost.  The  prices  of  small  company 
stocks  are  generally  more  volatile  than  those  of  laige  companies. 

The  Kaufmann  Fund,  Inc. 

l40East45thStreet,  NewYork,  NY  10017  •  Fax  (212)  661-2266 
Internet  -  http://www.kaufmann.com    Prodigy  -  Jump  Kaufmann 
AOL  -  Keyword:  Kaufmann 
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TED  BY  JOHN  TEMPLEMAN 


OHL  MAY  PAY  A  HIGH  PRICE 
•  TAX  REFORM  FIZZLES 


khancellor  Helmut  Kohl's  plans  for  a  German  supply-side 
.revolution  are  running  into  political  headwinds.  Last 
'  Spring,  Kohl  floated  a  raft  of  proposals  for  tax  cuts  and 
overhaul  of  Germany's  featherbedded  welfare  system, 
y  were  designed  to  boost  his  political  appeal  and  give  a 
to  a  lackluster  economy.  Instead,  business  confidence  is 
dng,  and  the  opposition  Social  Democratic  Party  (spd)  is 
pulling  ahead  of  him  in  the  polls. 

.t  fii'st  glance,  Kohl's  tax  plan  seems  to  be  on  track.  A 
amment  commission,  due  to  report  by  the 
of  January,  will  recommend  slicing  top  cor- 
ite  and  personal  tax  rates  from  53%  to  less 
1  40%.  But  Germans'  overall  tax  burden 

drop  only  $18  billion,  half  of  what  Kohl 
inally  promised.  Finance  Minister  Theodor 
^el  isn't  helping  Kohl's  cause  either.  He  in- 

that  Germany  needs  a  tax  hike  if  it  wants 
lash  its  budget  deficit  and  qualify  for  Eu- 
I's  single  cun'ency.  He  wants  to  increase 
e-added  taxes  by  two  percentage  points 
leet  that  target. 

^aigel's  math  may  add  up,  but  his  poHtics 
t.  Surveys  show  growing  skepticism 
it  Kohl's  pledges  to  ease  Germany's  tax 
.  Voters  now  believe  the  tax  reform 
e  will  end  up  costing  them  money. 

of  raising  vat,  says  Karl  Heinz  Dake, 
ident  of  the  German  Taxpayers  Assn., 
making  tax  reform  psychologically  unacceptable." 
liNG  IN.  Kohl's  flagging  efforts  are  starting  to  alaiTn  busi- 

leaders.  Retailers  facing  flat  sales  are  pleading  that  the 
way  to  pump  up  the  domestic  economy  is  to  cut  vat,  not 
!ase  it.  Meanwhile,  German  companies  fear  Kohl  will  re- 
■■  on  promises  to  abolish  certain  business  levies,  particu- 

those  that  tax  capital,  not  profits.  Because  many  of 
;  revenues  go  directly  to  state  governments,  Kohl  has  lit- 
lope  of  pushing  them  through  the  Bundesrat  (upper 


house),  which  is  made  up  of  state  representatives  and  con- 
trolled by  the  opposition. 

Meanwhile,  interest  gi'oups  across  the  political  specti-um  are 
digging  in  to  fight  for  their  cherished  tax  benefits.  Supply 
siders  in  the  Kohl  camp  hoped  to  ehminate  the  reams  of 
tax  breaks  enshiined  in  GeiTnany's  byzantine  tax  code,  which 
fills  more  than  2,000  pages.  Voluntary  church  levies,  union 
dues,  and  life  insurance  premiums,  for  instance,  are  all  de- 
ductible. Their  original  plan  was  to  sweep  all  these  away  and 
trade  them  in  for  big,  politically  appealing  tax- 
bill  cuts  for  eveiyone.  But  advisers  are  now 
telling  Kohl  it's  too  risky  to  dump  tax  deduc- 
tions the  voters  love,  such  as  those  for  travel 
to  and  from  work. 

Kohl's  backsliding  is  now  roiling  his  own 
Christian  Democratic  Union  (CDU)  paity.  Chids- 
tian  Wulff,  CDU  chief  in  the  Lower  Saxony 
state  parliament,  is  demanding  that  Waigel  be 
fii'ed  if  he  continues  to  toipedo  Kohl's  visionary 
plans.  "We  need  a  completely  new  tax  law,  not 
a  few  tiny  changes  here  and  there,"  says  Wulff. 
And  the  CDU's  turmoil  has  given  life  to  a  new 
opposition  challenger,  the  populist  premier  of 
Lower  Saxony,  Gerhard  Schroder. 

Even  if  Kohl  gets  tax  reform  back  on  track, 
it  could  collide  with  his  efforts  to  reform  Ger- 
many's generous  state  pension  system.  Wel- 
fare refoiTners  want  tax  incentives  to  encour- 
age savings  in  private  pension  schemes.  But  budget  hawks 
want  to  tax  savings  such  as  life  insurance.  "One  hand  doesn't 
know  what  the  other  is  doing,"  complains  Adrian  Ottnard,  a 
tax  specialist  at  IWG  Bonn,  an  economic  think  tank. 

Kohl  needs  to  boost  investment  and  create  hundreds  of 
thousands  of  new  jobs  if  he  is  to  cut  Germany's  record  10.8% 
unemployment  rate.  That  means  using  his  consummate  po- 
litical skills  to  get  tax  reform  back  on  the  rails. 

By  Karen  Loivnj  Miller  in  Bonn 


GLOBAL  WRAPUP 


LTSIN  DUCKS  IMPEACHMENT 

Communist  hard-liners  in  the  Rus- 
(1  Duma  want  to  impeach  President 
ris  Yeltsin  because  of  his  poor 
ilth.  But  they  aren't  likely  to  suc- 
d.  The  Russian  constitution  seems 
permit  a  President  incapacitated 
90  days  or  more  to  be  replaced. 
J  Duma's  own  lawyers,  however, 
that  the  legislative  body  is  on 
ky  legal  ground.  Yeltsin  has  sur- 
ed  two  ouster  attempts  in  the 
ma  so  far — the  latest  on  Jan.  22. 
1,  Yeltsin  is  not  home  free.  His 


continuing  illness  is  fanning  fears  that 
the  Kremlin  is  rudderless.  Should 
Yeltsin  skip  a  Jan.  29  summit  of  the 
Commonwealth  of  Independent 
States  or  a  Feb.  4  trip  to  The  Hague 
for  talks  with  European  leaders,  the 
pressure  will  mount  for  him  to  resign 
voluntarily. 

A  JOB  FOR  ROHATYN? 

►  Paris  and  New  York  are  abuzz  with 
rumors  that  Lazard  Freres  Co.  Man- 
aging Director  Felix  G.  Rohatyn  may 
replace  the  popular  Pamela  Harriman 
as  U.  S.  ambassador  to  France  soon. 


Rohatyn  couldn't  be  reached,  and  a 
Lazard  spokeswoman  declined  com- 
ment. But  Washington  insiders  say 
he's  at  the  top  of  a  short  list.  If  nomi- 
nated, however,  he  will  probably  face 
tough  confirmation  hearings.  Last 
year,  Rohatyn,  who  once  aspired  to  be 
Treasury  Secretary,  lobbied  hard  for 
the  position  of  vice-chairman  of  the 
Federal  Reserve  Board.  But  he 
backed  out  once  it  became  clear  that 
he  would  run  into  strong  opposition 
from  Republicans,  who  were  unvdll- 
ing  to  forgive  his  old  tax-and-spend 
image. 
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This  year,  the 


Scoreboard  looks  at 


new  ways  of 


orchestrating  a 
winning  portfolio 

jo  say  that  investors  are  wild 
I  about  mutual  funds  is  like  say- 
ing Tiger  Woods  can  putt.  In 
1996,  some  $223  billion  was 
handed  over  to  equity-fund 
managers — $28  billion  more 
than  all  the  money  in  equity 
funds  only  eight  years  ago. 
It's  almost  as  much  as  the 
gross  domestic  product  of 
Sweden. 

That  megabuck  stream  may  look  to  some 
like  "iiTational  exuberance."  Fai'  from  it:  In  the 
long  run,  stocks  have  delivered  the  best  results 
of  any  investment.  And  there's  no  question 
that,  for  most  people,  mutual  funds  are  a  sim- 
pler and  more  cost-effective  way  to  invest 
than  doing  so  on  their  o\m.  "It's  a  rational 
move — especially  since  more  than  half  the  cash 
comes  fi'om  401(k)s,  iras,  and  other  forms  of 
retirement  savings,"  says  Avi  Nachmany  of 
mutual-fimd  consultants  Strategic  Insight. 

Today,  the  average  investor  owns  three 
funds,  according  to  Investment  Company  In- 
stitute, the  funds'  trade  group.  But  43%  of 
fund  investors  have  four  or  more,  a  figure 
that  jumps  to  56%  for  the  more  active  in- 
vestors, who  buy  direct  from  fund  companies 
or  thi-ough  discoimt  brokers.  "I  just  can't  imag- 
ine myself  with  fewer  than  20  funds,"  says 
Kent  C.  Shellady,  42,  a  sales-and-marketing 
executive  fi-om  Coeur  d'Alene,  Idaho.  Shellady 
chooses  funds  he  thinks  are  the  best  investors 
in  various  segments  of  the  stock  market. 
HAPHAZARD.  But  many  investment  advisers 
say  they've  counseled  hapless  investors  who 
have  amassed  large  numbers  of  funds — 30  or 
more — with  no  apparent  rationale  in  mind.  The  common  de- 
nominator in  such  portfolios  is  that  most  of  the  funds  were 
purchased  after  they  had  just  gone  thi-ough  a  burst  of  chart- 
busting  perfoiTTiance  and  a  blaze  of  publicity  in  the  financial 
media.  The  problem  with  such  multifund  portfohos,  they  say, 
is  that  these  investors  wind  up  with  less  diversification,  more 
risk,  and  possibly  fewer  profits  than  they  might  have. 

It's  time  for  fimd  investors,  well,  to  take  stock  of  their 
portfolios.  Do  you  know  how  the  fund  managers  are  deploy- 
ing your  dollars?  Even  more  important,  do  you  own  a  hodge- 


podge of  funds  or  a  finely  tuned  portfolio  with  a  game  ]) 
and  an  ultimate  financial  goal?  Just  because  you've  assembji. 
a  gi-oup  of  virtuosos  doesn't  asswe  a  boffo  perfomiance — *  j 
less  you  have  the  right  instruments,  music,  and  conducto 
BUSINESS  week's  Mutual  Fund  Scoreboard  can  help  yi 
portfolio  earn  rave  reviews.  The  12th  edition  of  our  equi 
fund  scoreboard  cames  all  the  critical  information  you 
come  to  expect  (page  82) — and  more.  We  have  total-reti 
data  on  885  funds:  performances  over  1,  3,  5,  and  10  yeJ 
both  before  and  after  taxes;  sales  charges  and  expense  rati. 
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if  course,  business  week's  mutual-fund  ratings  for  risk- 
:ed  performance.  Those  ratings,  the  highest  of  which  is 
upward-pointing  arrows,  evahiate  all  funds  with  at 
a  five-year  track  record.  The  Scoreboard  data  are  pre- 
fer BUSINESS  WEEK  by  Morningstar  Inc. 
!  this  performance  guide,  we've  made  improvements  to 
I  /ou  gain  a  better  understanding  of  your  funds,  assess 
;l  performance  more  accurately,  and  judge  whether  your 
f  duplicate  or  complement  each  others'  efforts, 
'i 've  also  changed  the  way  we  classify  funds.  The  old  ob- 


Cover  Story 


THE  BEST  MUTUAL  FUNDS 


jectives  for  domestic  equity  funds,  such  as  "growth"  and 
"growth  and  income,"  are  out.  Instead,  these  fimds  are  sort- 
ed into  one  of  nine  categories.  Each  categoiy  is  characterized 
by  median  market  capitalization  of  the  stocks  in  their  port- 
folios and  the  kind  of  stocks  they  buy.  For  instance,  a  fund 
that's  "large-cap 
value"  is  one 
whose  stocks 
have  a  median 
market  cap  of  $5 
billion  or  more 
and  are  also  "value"  stocks.  To  be  a  value  fund,  the  fimd's 
combined  price-earnings  ratio  and  price-to-book-value  ratio 
must  be  sigTiificantly  below  that  of  the  Standard  &  Poor's  500- 
stock  index.  Among  those  in  this  categoiy:  Fidelity  Equity-In- 
come and  VanguardAVindsor 

At  the  other  end  of  the  specti'um,  "small-cap  growth"  is  the 
category  for  funds  with  median  market  caps  less  than  $1 
billion  and  with  p-e's  and  p-b's  above  the  average.  Some 
funds  in  this  categoiy  are  Acorn  and  Baron  Asset.  Funds 
with  market  caps  between  $1  billion  and  $5  billion  are  mid- 
cap.  Those  whose  portfolios'  p-e's  and  p-b's  hover  around 
average  are  "blend" 
funds.  Giant  Fidelity 
Magellan  Fund  sits 
right  in  the  middle 
of  middle — a  mid-cap 
blend. 

With  these  new 
tools,  plus  the  Score- 
board in  hand,  you're 
ready  to  analyze  your 
portfolio.  Here's  how: 

■  What  do  you  have? 
Take  the  most  recent 
account  statement  for 
each  of  your  funds.  In 
the  newspaper  ftmd  ta- 
bles, check  the  net  as- 
set value  per  share 
and  calculate  the  val- 
ue of  each  fund.  Don't 
forget  to  include  funds 
held  in  individual  re- 
tirement accounts  and 
401(k)  plans,  as  they're 
part  of  your  financial 
picture,  too.  Divide  the 
dollar  amount  of  each 
fund  by  the  value  of 
the  entire  portfolio. 
That  tells  you  what 
percentage  of  the  en- 
tire portfolio  is  in  each 
fund,  which  is  critical 
for  the  next  step. 

■  What  categories  of 
funds  do  you  own?  For 
domestic  equity  funds, 
look  to  the  nine-box 
style     grid  (right), 


A  Better  Look 
At  Your  Funds 

BUSINESS  WEEK  HOW  categorizes  U.S. 
diversified  equity  funds  in  two 
ways:  by  tfie  median  market  capi- 
talization of  the  stocks  it  owns  and 
by  the  relative  valuation  or  "style" 
of  those  stocks.  It's  a  system  devel- 
oped by  Morningstar  Inc. 

Funds  whose  stocks  have  a  median 
market  cap  of  $5  billion- or  more 
are  considered  large-cap  funds,  $1 
billion  or  less  is  small-cap,  and 
those  in  between,  mid-cap. 
To  determine  each  fund's  style,  the 
average  price-earnings  ratios  and 
price-to-book-ratios  are  calculated 
and  compared  with  the  S&P  500. 
Those  with  significantly  lower-than- 
average  p-e's  and  p-b's  are  "value" 
funds,  those  higher  than  average 
"growth,"  and  those  in  the  middle 
"blend." 


INVESTMENT  STYLE  ;j 

VALUE  BLEND  GROWWi 


LARGE-CAP 
VALUE 

LARSE-CAP 

BLEND 

LARGE-CAP 

GROWTH 

MID-CAP 
VALUE 

Mffi-C/»> 
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MiO-CAP 
GROWTH 

SMALL-CAP 
VALUE 

SMALL-CAP 
BLEND 

SMALL-CAP 
GROVmi 
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which,  from  top  left  to  bottom  right,  goes  from  large-cap 
value  to  small-cap  gi"owth  ftinds.  Look  up  your  fimds  in  the 
Scoreboard  to  find  which  categoiy  they're  in.  Wlien  you're  fin- 
ished, calculate  the  amounts  you  have  in  each  category,  such 
as  15%  in  small-cap  value  or  20%  in  mid-cap  gi'owth. 

Most  of  your  ftmds  will  fit  into  these  boxes. 
But  not  all.  International  funds  are  catego-  INTERNATIONAL 
rized  differently.  Most  are  "foreign"  or  EQUITIES 
"world"  funds — the  main  difference 
being  that  foreign  funds  generally  g^^j^ 
do  not  hold  U.S.  stocks,  while    money-MARKET  ^  19.2% 
world  fimds  do.  Diversified  emei'g-  FIENDS 
ing  markets  take  in  the  funds 
that  invest  in  less  mature  stock  markets  of  the  de 
veloping  world.  Regional  funds  include  Europe,  Latin 
America,  Japan,  and  two  other  sorts  of  Pacific  funds — those 
that  include  Japan  and  those  that  don't.  Specialty  funds  are 
categoiized  by  their  respective  sectors,  such  as  technology,  fi- 
nancial, or  real  estate. 

P\mds  that  mix  stocks,  bonds,  and  perhaps  other  assets  are 

either  domestic  hy- 
brids— unless  they  in- 
clude non-U.  S.  secmi- 
ties,  which  makes 
them  international  hy- 
brids. If  you  own  any  of  these  funds,  you  should  check  your 
recent  reports  or  call  the  ftmd  company  to  find  the  allocations 
of  stocks  and  bonds  and  if  possible,  what  categories  of  stocks 
and  bonds  they  belong  to. 

Bond  funds  have  new  categories,  too,  organized  by  the 
type  of  bonds — corporate,  government,  or  municipal — and 
the  maturity  of  the  bonds  they  hold  in  theu'  portfolios.  (We'll 
introduce  them  in  the  Bond  Fund  Scoreboard  next  week.) 
■  What's  your  investment  horizon  and  your  risk  tolerance?  In 
general,  the  younger  you  are,  the  longer  your  investment 
horizon — and  the  more  equities  your  portfolio  should  have. 
Thutysomething  fund  buyers  are  at  least  30  years  before  re- 
tirement but  perhaps  only  10  to  15  years  away  from  their 
kids'  college  expenses.  And  the  longer  your  horizon,  the 
more  equity  you  need.  John  Markese,  president  of  the  Amer- 
ican Association  of  Individual  Investors,  suggests  that  even 
retirees  should  keep  at  least  half  their  money  in  equities. 

How  much  you  allocate  to  equity  fimds  also  depends  on 
your  tolerance  for  risk,  or  volatility  in  the  value  of  your 
portfolio.  Look  at  the  "Cranes,"  a  couple  in  their  early  40s 
who  sought  the  assistance  of  Lou  Stanasolovich  of  Legend  Fi- 
nancial Advisors  Inc.  in  Pittsburgh  in  restructuring  their 
portfolio  (table). 
Through  iRAs, 
Keogh  plans,  and 
other  mutual-fund 
investments,  they 
had  accumulated  a 
poi'tfolio  that  was 
more  than  80%-  in 

equities.   

Like  many  other 
investors  who  came  to  funds  during  the  1990s,  the  Cranes  had 
never  seen  their  investments  mauled  by  a  bear  market. 
When  Stanasolovich  showed  them  what  had  happened  to 
their  funds  during  the  20%  market  decline  in  1990,  they  de- 
cided to  pare  then-  equity  allocation  to  60%.  "People  their  age 
could  easily  go  to  75%  in  equities,"  says  Stanasolovich.  "But 
you  also  have  to  be  comfortable  with  your  portfolio." 

In  trying  to  dodge  stock  market  volatihty,  some  investors 
flee  to  bond  ftmds.  But  they're  not  risk-free,  either.  Bond 
funds  can  get  clobbered  by  rising  interest  rates.  Cincinnati  in- 
vestment advisei'  Michael  C.  Hengehold  of  Hengehold  Capital 
Management  Inc.  recently  revamped,  for  a  newly  retired 


Restmcturir 


,5% 


BEFORE 

The  "Cranes,"  a  couple  in  their  early  40s,  held  $544,051  in 
able  and  tax-deferred  retirement  accounts — more  than  8( 
it  in  15  equity  mutual  funds.  Working  v\ 
Lou  Stanasolovich  of  Legend  Finan 
Advisors,  they  decided  to  scale  h. 
their  equity  holdings  about  60%. 
Stanasolovich  analyzed  the  funds 
investment  style  and  performance  a 
developed  a  new  investment  plan 


DOMESTIC 
EQUITIES 
64.3% 


In  dodging  the  stock 
market's  volatility, 
some  investors  flee 


DOMESTIC  EQUITIES^ 

ALLOCATION(%) 

BERGER  100  2.9 

NEUBERGER  &  BERMAN  MANHAHAN  1.0* 

T.  ROWE  PRICE  CAP.  APPREC.  4.4* 

JANUS  TWENTY  2.9 

AMER.  CENT.-20thC  ULTRA  INV.  8.2 

GROWTH  FUND  OF  AMERICA  10.0* 

CGM  MUTUAL  6.0 

AMERICAN  MUTUAL  11.3* 

WASHINGTON  MUTUAL  INVESTORS  8.1* 

T.  ROWE  PRICE  EQUITY-INCOME  5.5* 

INVESCO  INDUSTRIAL  INCOME  3  6 


INVESTMENT  CA 

MID-CAP  Gl 
MID-CAP- 
MiD-CAP 
LARGE-CAP  Gl 
LARGE-CAP  Gl 
LARGE-CAP  Gl 
LARGE-CAP  K 
LARGE-CAP  »N 
LARGE-CAP  i" 
LARGE-CAP  »i! 
DOMESTIC  f  i»' 


INTERNATIONAL  EQUITIES 


SMALLCAP  WORLD  8.8* 

MONTGOMERY  EMERGING  MARKETS  0.7 

OAKMARK  INTERNATIONAL  0.8 

EUROPACIFtC  GROWTH  6.2* 


(III 


SMALL-CAP  GRO 
DIV.  EMRG, 

rf 

F( 


^Includes  0.4%  In  stocks  *Funds  in  tax-deferred  retirement  accounts  **Advlsor  consl 
this  an  international  fund,  while  Morningstar  puts  it  with  domestic  funds. 


a; 
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couple,  a  $1.4  million  poi'tfolio  that  was  65%  in  bond  funds . 
income-oriented  eciuity  fimds  into  one  that's  85%  equit 
"The  clients  had  bought  bond  funds  because  they  feafcl 
they  wouldn't  have  enough  income,"  says  Hengehold.  "m 
they  had  also  taken  on  a  lot  of  interest-rate  and  ijiflation  riljy[ 

To  meet  their  near-term  income  needs,  Hengehold  j 
$150,000  into  a  "ladder"  of  bonds,  $:30,000  of  which  will  rnatl 
in  each  of  the  next  five  years.  He  then  built  what  he  calfcfii 
"Noah's  ark"  portfolio  (because  it  could  weather  any  stoi['/ 
with  Baron  Asset,  Merger,  SoGen  International,  Mutual  if 
covery,  and  Robertson  Stephens  Contrarian  fimds,  a  groujj 
fimds  that,  he  says,  have  a  low-risk  profile  relative  to  jsi;i; 
stock  market.  "If  we  went  tlirough  a  bear  market,  that  cjitii 

would  not  be  L 
more  than  3%| 
4%,"  says  Hen! 
hold.  He  also  ad  f 
five   more  furj'.; 
large-,  mid-, 
small-cap  dome 
equity  funds,  a  ]  fp, 
estate  fimd,  and 
international  fui  ^ 
Smart  asset  allocation  and  fund  selection  are  not 
about  damijening  volatility.  If  you're  comfoilable  with  the 
el  of  risk,  a  portfolio  makeover  could  result  in  higher  retu|| , 
with  no  appreciably  greater  risk.  That's  what  Madelin( 
Noveck  of  Novos  Planning  Associates  Inc.  in  New  York  ^j, 
when  she  resti-uctui-ed  a  $650,000  portfoho  that  included  ^  jj,^ 
in  large-cap  U.  S.  stocks,  32%  in  U.  S.  bonds,  and  25%  ca 


to  bond  funds. 


But  these  are  not 
risk-free,  either 


Uii 


64  BUSINESS  WEEK  /  FEBRUARY  3,  1997 


folio  of  Funds 


AFTER 

lovich  slashed  domestic  equities  to  23.5%,  mainly  by  cut- 
;e-cap  stocks.  He  added  small  growth  and  value  funds  to 
and  put  in  new  mid-cap  funds.  He  unloaded 
international  funds-but  boosted  the  alloca 
otal  by  adding  to  several  existing  position 
iging  in  others.  About  8%  went  toward 
short-term  bond  funds,  14%  into  domestic 
nds.  In  international  bond  funds,  he  selected 
'estment  grade  and  low-quality.  For  further  diversifi- 
tie  introduced  real  estate  funds  and  a  risk-arbitrage  fund 


and  which  ones  are  empty.  It's  not  necessary  to  have  a  fund 
in  each,  but  you  don't  want  a  lot  of  duplication,  either.  An  s&p 
index  fund  counts  as  a  large-cap  blend  fund,  and  if  you  al- 
ready own  one,  you  may  not  need  any  other  large-cap  funds. 

Allocate  other  money  to  adding 
RISK-ARBITAGE  INTERNATIONAL      some  mid-cap  and  small-cap  funds. 


3.3% 


BONDS 
6.6% 


REAL 
ESTATE 
7.7% 

DOMESTIC 
BONDS 
14.0% 


SHORT-TERM  BONDS 

ALLOCATION(%) 

INVESTMENT  CATEGORY 

AMERICA  PRIME  RATE** 

4,4% 

ULTRA  SHORT 

DW  DURATION 

3.7 

SHORT  TERM 

DOMESTIC  EQUITIES^ 

SMALL  CO.  GROWTH 

5.5 

SMALL-CAP  GROWTH 

IICRO-CAP 

3.7 

SMALL-CAP  VALUE 

iONER  MID-CAP 

5.5* 

MID-CAP  GROWTH 

4  MUTUAL  BEACON  Z 

2.8* 

MID-CAP  VALUE 

/VENTY 

2.9 

LARGE-CAP  GROW/TH 

ER  &  BERMAN  GUARDIAN 

2.8 

LARGE-CAP  VALUE 

INTERNATIONAL  EQUITIES 

<  INTERNATIONAL 

3.8 

FOREIGN 

ITERNATIONAL 

2.8 

FOREIGN 

S  PINCUS  INT.  EQ.  COMM. 

2.4 

FOREIGN 

^NATIONAL  A 

2.4* 

FOREIGN 

/ERSEAS 

1.8* 

FOREIGN 

STANLEY  EMRG.  MKTS.  A 

5.0 

DIV  EMRG.  MKTS. 

/lERY  EMERGING  MARKETS 

3.7* 

DIV.  EMRG.  MKTS. 

ST  INVESTORS 
ITAL  RETURN 
lAYLES  BOND 


DOMESTIC  BONDS 

5.3* 
4.9* 
3.7* 


INTERNATIONAL  BONDS 


iREIGN 

EMRG.  MKTS.  INCOME 


4.4* 
2.2* 


REAL  ESTATE 

STEERS  REALTY  SHARES  2.9* 
REAL  ESTATE-INSTL.  2.9* 
lTY  SHARES  1.8* 


HIGH-YIELD 
INTERMEDIATE-TERM 
LONG-TERM 

INTERNATIONAL  BOND 
INTERNATIONAL  BOND 

REAL  ESTATE 
REAL  ESTATE 
REAL  ESTATE 


RISK  ARBITRAGE 

^UND  3.8*  MID-CAP  BLEND 

%  in  stocks   'Funds  in  tax-deferred  retirement  accounts  **Closed-end  fund 
may  not  equal  100  because  of  rounding. 

DATA;  LEGEND  FINANCIAL  ADVISORS  INC.,  MORNINGSTAR  INC- 

'eck  slashed  that  large-cap  allocation  in  half  and  added 
in  both  gi'ovd:h  and  value  styles  and  both  large-  and 
cap.  She  introduced  foreign  and  emerging-markets  eq- 
mds  and  added  several  that  have  low  coiTelations  with 
.  S.  stock  market  and  thus  make  good  diversifiers — 
il  resources,  real  estate,  and  international  bond  funds, 
the  past  perfoiTnance  of  these  asset  classes,  Noveck  es- 
i\  d  that  the  revised  portfolio  should  generate  about  a 
^'  igher  retura  with  only  a  slight  increase  in  volatility. 
li  :h  funds  do  you  need?  Look  at  which  boxes  you've  filled 


INTERNATIONAL 
EQUITIES 
21.7% 


In  theory,  the  lower  the  market 
cap,  the  higher  the  long-term 
returns — and  the  short-term 
volatility. 

Growth  or  value?  The 
two  investment  styles  tend 
to  go  through  periods  when 
one  outshines  the  other. 
Younger  investors  should  prob- 
ably lean  toward  gi'ovrth,  or  look 
to  cover  the  squares  in  the  lovi^er- 
right  corner,  says  Jeffrey  M.  Mortimer,  vice-president  at 
Higgins  Associates,  a  Cambiidge  (Mass.)  investment  consul- 
tant. If  you  have  enough  money  to  spread  around,  select 
fimds  that  cover  both  styles. 

The  number  of  ftmds  you  choose  depends  on  how  much 
you're  investing.  Many  companies  have  been  raising  their 
minimiun  initial  investment.  With  $10,000  to  invest,  you  may 
get  only  four  or  five  fimds — but  that's  enough  to  cover,  say, 
the  foui'  comers  of  the  style  box  and  an  international  fund  to 
boot.  With  more  money  to  invest,  you  can  broaden  the  port- 
folio to  add  such  diversifiers  as  international  bonds  or  real  es- 
tate, or  play  a  hunch  on  the  comeback  of  a  beaten-up  sector 
"I  always  tiy  to  buy  low,  so  I've  been  buying  a  little  of  the 
Japan  Fund  each  month,"  says  Scott  Price,  29,  a  U.  S.  Navy 
engineer  from  Arlington,  Va.  "And  it  keeps  getting  lower" 
Price,  Uke  many  fund  investors,  practices  dollar-cost  averag- 
ing. He  makes  monthly  investments  in  each  of  his  12  funds 
that  together  amount  to  nearly  half  his  take-home  pay. 

If  you  have  to  sell  fimds  in  the  course  of  your  portfolio's 
makeover,  try  to  do  it  vdthin  the  confines  of  yoiu"  tax-defen-ed 
retirement  accounts.  If  you're  dealing  with  taxable  funds, 
minimize  the  tax  bite  by  choosing  funds  vrith  the  highest  cost 
basis  so  as  to  minimize  capital  gains.  If  the  tax  bite  is  going 
to  be  large,  take  more  time  in  restructiu'ing  and  spread  the 
sales  out  over  several  years. 

■  Monitor  your  portfolio.  Funds  and  markets  don't  stand  still, 
so  yoiu'  portfoUo  v\t11  eventually  stray  from  your  game  plan  if 
you  don't  pay  attention.  Tally  your  holdings  monthly  or  quai-- 
terly  to  see  if  you're  on  track.  Remember  that  the  more 
funds  you  buy,  the  greater  the  claim  on  yoiu*  time.  Fund  en- 
thusiasts like  Price  and  Shellady  use  computers  to  keep 
records,  update  prices,  and  keep  tabs  on  their  fimds  and 
read  extensively  to  keep  an  eye  on  what's  happening  in  the 
markets  and  in  mutual  funds. 

You  can  ease  some  of  the  record-keeping  duties  by  sticking 
vrith  one  fund  family  or  a  fund  network  operated  by  one  of 
the  large  discount  brokerage  houses.  But  that  can  somewhat 
limit  your  options.  As  you  monitor  your  portfolio,  you  may 
want  to  trim  some  positions  that  have  become  too  large  and 
add  to  those  that  have  shrunk.  That  way,  you're  taking  some 
profits  and  reinvesting  into  cheaper  fimds. 

If  a  fund's  performance  has  been  sagging  lately,  don't  be 
too  quick  to  sell.  The  fund  still  may  be  beating  others  in  its 
investment  category.  When  small-cap  growth  stocks  get 
slammed — as  they  did  in  the  second  half  of  1996— few  small- 
cap  gi'owth  funds  looked  very  smart. 

Not  every  one  of  your  holdings  is  going  to  be  a  vrinner  all 
the  time.  By  opting  for  funds  of  many  asset  classes  and  in- 
vestment styles,  you're  always  going  to  own  a  few  laggards. 
But  what  counts  is  that  together,  the  funds  in  your-  portfolio 
make  beautifid  music. 

By  Jeffrey  M.  Laderman  in  New  York 
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VIRTUOSO 
RETURNS 

In  a  thrilling  year,  these  funds 
made  the  sweetest  music  of  all 


M 


lutual-fund  investors,  it  seems,  are  people  of 
faith.  They  entrust  their  kids'  college  money, 
their  life  savings,  or  a  slice  of  every  pay- 
I  check  to  fimd  managers  they've  never  met.  So 
far,  millions  of  the  faithful  have  been  rewarded.  In 
1996,  the  average  diversified  U.  S.  equity  fimd,  which 
represents  the  bulk  of  fund  assets,  earned  a  total 
return  of  19.3%.  Roll  in  international  and  specialty 
funds,  and  the  average  is  17.7%.  And  the  multiyear 
returns  are  comfortably  in  the  double  digits  as  well. 
Good  as  the  fund  averages  look,  however,  they  all 
trail  the  comparable  re- 
turns of  the  Standard  & 
Poor's  500-stock  index. 
That  has  spurred  much 
of  the  movement  toward 
index  funds — those  man- 
aged solely  to  match  an 
index  but  not  to  beat  it. 
In  fact,  the  largest  in- 
dex mutual  fund,  the 
$30.3  billion  Vanguard 
Index  500,  pulled  in  $8 
billion  last  year  and  is 
now  the  third-largest 
equity  fund  (table). 
Even  at  industry  giant 
Fidelity  Investments, 
where  stock-picking  is 


The  Top  Performers 

These  equity  mutual  funds  stand  out  among  all  funds  with 
three  upward-pointing  arrows  in  the  BUSINESS  WEEK  Mutu- 
al Fund  Scoreboard.  To  get  this  rating,  they  needed  to  deliver 
superior  risk-adjusted  tptal  returns  over  the  past  five  years. 


FUND 


AVERAGE  ANNUAL  INVESTMENT 
TOTAL  RETURN*  CATEGORY 


RISK 


15.9%  Large-cap  Blend  Lowf 

18.6  Large-cap  Value  Low; 

14.2  Domestic  Hybrid  Very  low 
14.0  Domestic  Hybrid  Very  low 
{^A.  _ lyi^d-cap  Blend  Very  low  J 
17.8  Large-cap  Blend  Cow  i 
19.8  Large-cap  Value  Low  ' 
19.6  Large-cap  Value  Low 

17.3  Large-cap  Value  Low 


Low 
Very 


AARP  GROWTH  &  INCOME 
BABSON  VALUE 
BERWYN  INCOME 
DODGE  &  COX  BALANCED 
EXCELSIOR  {INCOME  &  GROWTH 
FIDELITY  ADV.  GROWTH  OPPORTUNfrY  T 
FIDELin  DESTINY  I 
FIDELITY  DESTINY  II 
FIDELITY  EQUITY-INCOME 

f L0|yilEQPii7-J!!CA*'li'_  VA  _  _ Laji^-cap  Value 

FIDELITY  GROWTH  &  INCOME                17.2  Large-cap  Mend 

FiDELin  LOW-PRICED  STOCK               20.8  Small-cap  Value  Low 

FIDELITY  PURITAN                         14.8  Domestic  Hybrid  Very  low 

FIDELITY  SEL.  ELECTRONICS                36.5  Technology  High 

_FiDELin_SEL^HO_M_E  Fm_ANCE_  34.1  Financial   Average 

FIDELITY  SEL.  REGIONAL  BANKS             27.0  ~  Financial  AvVragV 

FiDELin  VALUE                           19.0  Mid-cap  Value  Low 

FIRST  EAGLE  FUND  OF  AMERICA              21.5  Mid-cap  Value  Average 

FOUNDERS  BALANCED                      14.3  Domestic  Hybrid  Very  low 

FRAJIKUN _BAUNCE_ SHEET  INVESTM^  1_8_.9  Smali-cap  Value  Very  low 

FRANKLIN  MUTUAL  BEACON  z  "             fs's  ~~Mrd"-cap~Value''""Veryiow 

FRANKLIN  MUTUAL  QUALIFIED  z             19.6  Mid-cap  Value  Very  low 

FRANKLIN  MUTUAL  SHARES  z               19.1  Mid-cap  Value  Very  low 

HANCOCK  REGIONAL  BANK  B                27.4  Financial  Low 

HEARTLAND  VALUE   .l^jL.^I'^'l'f^Py?'"^  Average  I 

IDS  DIVERSIFIED  EQUin-iHCOME  A       '  15.4 '"La7ge-cap  Value  "~  Very  iow'  ' 

INCOME  FUND  OF  AMERICA                  13.1  Domestic  Hybrid  Very  low 

LINDNER  DIVIDEND  INV.        .     h       12.8  Domestic  Hybrid  Very  low  | 

LONGLEAF  PARTNERS                       19.9  Mid-cap  Blend  Very  low' 

MAIRS  _4_Pp WER  GROWTH  1 9^ 4  _  _  M  i  d_-c a_p_  B I e n  d  Aveja  ty 

MERGER                                 10.8  Mid-cap  Blend  Very  lov, 

MERRILL  LYNCH  GLOBAL  ALLOCATION  B       12.7  Int.  Hybrid  Very  low 

OAKMARK                                 25.7  Mid-cap  Value  Very  low 

OPPENNEIMER  QUEST  OPPORTUNITY  A        18.5  Large-cap  Value  Low 

_T._RjB_wj_PR[CE  CAPITAL  APPRECIATION  R5  _  _iyi[d-ca_p  yajue_  ^  _  _  Very  low 

T.  ROWE  PRICE  EQUITY-INCOME             17.1  Large-cap  Blend  Very  low 

T.  ROWE  PRICE  GROWTH  &  INCOME          16.4  Large-cap  Blend  Low 

T.  ROWE  PRICE  SMALL-CAP  VALUE           18.8  Small-cap  Value  Low 

ROYCE  MICRO-CAP                        17.9  Small-cap  Value  Low 

_ROYC_E_PREMlER_ _ _ _   14^7  Smalj-cap  Value  Very  low 

SAFECO  INCOME  NO  LOAD                  14.9  Large-cap  Value  Very  low 

SCUDDER  GROWTH  s  INCOME               15.8  Large-cap  Blend  Low 

SKYLINE  SPECIAL  EQUITIES                 20.7  Small-cap  Value  Average 

SMITH  BARNEY  PREMIUM  TOTAL  RETURN  B    13.5  Large-cap  Value  Very  low 


in  a  fau  iv  eiiitut'iil 


king,    the  marketing 

power  is  being  placed      _  .^P^l" j!ll^?'!*J!.1''?'i  {^A  ^JA^Al^P^  _  _yerylow 

SOUND  SHORE                             18.8    Mid-cap  Value  Low 

STRONG  SCHAFER  VALUE                 t  18.4    Mid-cap  Value  Low 

THIRD  AVENUE  VALUE                      18.9    Domestic  Hybrid  Very  low 


nee 
bigger 

CHARLES  ROYCE 

Eoi/ce  Micro-Cap  Fund 
Royce  Premier  Fund 


behind  index  funds 

For  the  most  part,  in- 
dividuals see  their  in- 
vestments in  absolute 
terms  rather  than  the 
relative  tei'ms  that  mat- 
ter to  professional  investors. 
Most  investors  would  prefer  to 
earn  17%  and  undeiiDeiform  the 
market  in  a  good  year  for  stocks 
than  beat  the  s&p  in  a  bad  year 
and  earn  just  4%. 

Still,  to  know  whether  you've 
put  your  trust  in  the  right 
funds,  you  need  to  know  how 


1992-96  pretax  returns,  includes  reinvestment  of  dividends  and  capital  gams 

DATA  MORNINGSTAR  INC.  ,■ 


your  funds  are  perfoi'ming  both  absolutely  and  relativjk 
That's  why  business  week's  Mutual  Fund  Scoreboard  (p.'t 
82)  is  a  tool  you  can't  do  without.  We've  got  perfonnance 
on  885  equity  mutual  funds.  We  look  at  total  retiuns  both  [3 
tax  and  aftertax,  fees  and  expenses  incuired  in  buying 
owning  funds,  and  insights  into  the  funds  themselves 
eluding  cash,  foreign  investments,  and  largest  holdings.  IP 
data  are  prepared  for  BUSINESS  week  by  Morningstar  Ir* 
What  distinguishes  this  scoreboard  from  the  rest  of 
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IHM 
Software 
Sen'ers 
solution 
i\o.l 
of  a  series 


Building  a  Website  for 
your  business  is  easily 
within  your  reach  . 

Establish  your  presence  on  the  Web  with 
the  help  of  Lotus  Domino,  powered  by 
Notes.  It  lets  you  easily  set  up  an  interac- 
tive Web  server.  So  your  customers  and 
employees  can  use  the  Web  to  communi- 
cate and  collaborate  anytime,  anywhere. 


Analyze  data  so  deeply, 
youre  able  to  conquer 
ne  w  ground. 

Transform  pUes  of  data  into  nuggets  of  vital 
customer  information  to  help  you  make 
smarter,  quicker  decisions.  For  instance, 
access  a  data  warehouse  from  the  Web 
or  your  company's  intranet  with  our  DB2 
Database  Server.  It's  completely  scalable 
and  runs  on  Windows  NT,'  OS/2*  and  AIX? 


Use  Internet  commerce 
to  boost  you  r  sa  les  and 
customer  base. 

SeUing  your  products  on  the  Web  exposes 
your  company  to  millions  of  new  prospects. 
And  risks.  IBM  Software  Servers  help  you 
reduce  those  risl«.  They  provide  a  secure 
environment  for  processing  confidential  infor- 
mation such  as  invoices  and  credit  cards. 


Call  1888  200-5671. 
Priority  Code 
ZXP6i:014 


Visit  us  on  the  Web  at 
www.software.ibm. 
com/inlb/snl/ 


It's  easier  to  solve 
your  business  problems 
lichen  youve  got 
a  number  of  options. 

Taking  advantage  of  the  Internet  is  one  of  the 
smartest  options  you  have.  To  find  out  why, 
simply  caU  or  visit  our  Website  for  a  free 
copy  of  .-1  Guide  to  Bminess  on  the  Internet. 
IBM  and  their  Business  Partners  can  take  you 
beyond  the  Net  to  help  you  create  a  more 
competitive  and  flexible  business  environment. 


Solutions  for  a  small  planet"  ~  t  iz* 


Cover  Story 


THE  BEST  MUTUAL  FUNDS 


pack  is  its  attention  to  risk.  The  best  funds  ai"e  not  those  with 
the  highest  returns  last  year  but  those  with  the  best  risk-ad- 
justed returns  over  the  past  five  years.  Forty-eight  funds 
earned  three  upward-pointing  arrows  (table,  page  66).  Those 

are  a  diverse  lot,  rang- 
ing from  Fidelity  Se- 
lect Electronics  Fund, 
with  an  enormous 
36.5%  average  annual 
return,  to  the  Merger  Fund,  wath  just  10.8%.  What  these 
funds  have  in  common  is  that  compared  with  all  other  funds 
with  at  least  five  years  of  history,  they  earned  superior  returns 
for  the  level  of  risk  they  took  with  shareholders'  money. 

We've  also  added  a  second  set  of  guides,  called  "category 
ratings"  (table).  These,  too,  are  based  on  risk-adjusted  total 
returns  over  the  past  five 
years.  But  for  these  ratings, 
funds  compete  only  against  oth- 
ers in  their  investment  catego- 
ry, not  against  all  other  funds, 
as  in  the  overall  business 
WEEK  rating.  (Eight  smaller 
categories  of  funds  remain  un- 
rated because  they  have  too 
few  funds  with  long  enough 
track  records.) 

With  category  ratings,  in- 
vestors can  still  spot  top-per- 
forming funds  in  underper- 
forming  sectors.  Consider  the 
precious  metals  funds,  whose 
high  volatility  and  low  returns 
place  them  at  the  bottom  of  the 
overall  ratings.  Still,  if  you 
wanted  to  invest  in  a  gold  fund 
as  a  way  to  diversify,  we  have 
two  with  three-up-arrow  rat- 
ings for  that  category:  Midas 
Fund  and  Scudder  Gold  Fund. 
NEW  LENS.  The  way  we  cate- 
gorize diversified  funds  is  also 
new  this  year.  Gone  are  vague 
objectives  such  as  "gi'owth"  and 
"growth  and  income."  For  di- 
versified U.  S.  funds,  we  now 
use  categories  such  as  "large- 
cap  value"  down  to  "small-cap 
growth"  (table,  page  63).  "In- 
stitutional investors  have 
looked  at  money  managers  this 
way  for  years,"  says  Robert 
Cummisford,  a  senior  consul- 
tant at  Ibbotson  Associates 
Inc.,  a  Chicago  investment-con- 
sulting firm.  "It  tells  you  much 
more  than  what  the  funds  use 
in  their  prospectuses."  Adds 
John  Rekenthaler,  publisher  of 
Morningstar  Mutual  Funds: 
"These  new  categories  look  at 
funds  not  by  what  they  say 
about  themselves  but  how  they 
actually  invest."  Morningstar 
recently  adopted  these  cate- 
gories in  its  pubhcations. 

You  should  consider  diversi- 
fying among  the  categories.  The 
market  tends  to  swing  back 
and  forth  between  favoring 


growth  and  value  stocks  and  between  large-  and  small-tai 
In  the  fii'st  half  of  1996,  for  instance,  small-cap  growth  fw 
soared,  riding  the  tide  of  rising  earnings  and  high  expect;)  ■ 
for  technology  and  health-care  stocks  and  initial  public  oli 
ings  of  almost  any  ilk. 

The  market  stumbled  in  early  summer,  but  when 
bounced  back  investors  turned  more  cautious  and  bouc 
larger-  cap  stocks.  Small-cap  growth  funds  finished  the 
with  an  average  return  of  16.6%,  while  large-cap  value 
large-cap  gi'owth  each  garnered  21.1%  returns  (table).  Sm; 
cap  value  funds,  which  shun  momentum  stocks  for  more  jji 
saic  investments  such  as  shares  of  manufactiirers,  retaile 
and  banks,  ended  the  year  with  an  average  21.8%  return,  w 
ahead  of  their  gi'owth-oriented  competitors. 

Right  now,  value  funds — large-cap,  mid-cap,  and  smi 


The  Best  Performers  in  Their  Categories 

Rating  funds  by  category,  we  awarded  these  funds  three  up-arrows.  They  earned  the  high- 
est risk-acljusted  returns  when  compared  with  their  peers.  Not  all  categories  have  ratings, 
since  some  lack  enough  funds  with  five-year  returns  to  perform  a  ratings  analysis. 


AVERAGE  ANNUAL 
TOTAL  RETURN* 

LARGE-CAP  VALUE 

BABSON  VALUE  18.6% 

FIDELITY  DESTINY  I  19.8 

FIDELITY  EQUITY-INCOME  17.3 

FIDELITY  EQUITY-INCOME  II  17.0 

DPPENHEIMER  QUEST  OPPORTUNITY  A  18.5 

LARGE-CAP  BLEND 

AARP  GROWTH  &  INCOME  15.9 

FIDELITY  ADV.  GROWTH  OPPORT.  T  17.8 

FIDELITY  GROWTH  &  INCOME  17.2 

GUARDIAN  PARK  AVENUE  A  19.4 

T.  ROWE  PRICE  EQUITY-INCOME  17.1 

T.  ROWE  PRICE  GROWTH  &  INCOME  16.4 

PUTNAM  FUND  FOR  GROWTH.  &  INCOME  A  16.2 

SCUDDER  GROWTH  &  INCOME  15.8 

LARGE-CAP  GROWTH 

DREYFUS  APPRECIATION  13.5 

PHOENIX  GROWTH  A  10.5 

VANGUARD  U.S.  GROWTH  12.9 

MID-CAP  VALUE 

FRANKLIN  MUTUAL  BEACON  Z    >  19.5 

OAKMARK  25.7 

MID-CAP  BLEND 

EXCELSIOR  INCOME  &  GROWTH  16.3 

LONGLEAF  PARTNERS  19.9  ' 

MAIRS  &  POWER  GROWTH  19.4 

MERGER  10.8 

MID-CAP  GROWTH 

WILLIAM  BLAIR  GROWTH  15.1 

FIDELITY  BLUE  CHIP  GROWTH  16.6 

MERRILL  LYNCH  GROWTH  B     .  20.1 

MFS  RESEARCH  A  '  18.4 

PUTNAM  VISTA  A  17  .8 

SMALL-CAP  VALUE 

FIDELin  LOW-PRICED  STOCK  20.8 

FRANKLIN  BALANCE  SHEET  INVESTMENT  18.9 

SMALL-CAP  BLEND 

GABELLI  SMALL  CAP  GROWTH  15.0 

T.  ROWE  PRICE  OTC  SECURITIES  16.9 
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AVERAGE  ANNUAL 
TOTAL  RETURN* 


SMALL-CAP  GROWTH 


ACORN 

17.6% 

BARON  ASSET 

20.0 

MANAGERS  SPECIAL  EQUITY 

17.4 

FOREIGN 

EUROPACIFIC  GROWTH 

13.4 

HARBOR  INTERNATIONAL 

16.4 

MANAGERS  INTERNATIONAL  EQUITY 

14.0 

WORLD 

JANUS  WORLDWIDE 

17.5 

TEMPLETON  GROWTH  1 

15.0 

EUROPE 

DEAN  WIHER  EUROPEAN  GROWTH 

18.7 

DOMESTIC  HYBRID 

BERWYN  INCOME 

14.2 

FIDELITY  PURITAN 

14.8 

FOUNDERS  BALANCED 

14.3 

INCOME  FUND  OF  AMERICA 

13.1 

LINDNER  DIVIDEND  INVESTORS 

12.8 

THIRD  AVENUE  VALUE 

18.9 

INTERNATIONAL  HYBRID 

SOGEN  INTERNATIONAL 

12.9 

FINANCIAL 

FIDELITY  SELECT  HOME  FINANCE 

34.1 

HEALTH 

VANGUARD  SPECIALZED  HEALTH  CARE 

16.3 

NATURAL  RESOURCES 

FIDELITY  ADV.  FOCUS  NATURAL  RESOURCES  T 

20.7 

PRECIOUS  METALS 

MIDAS 

20.5 

SCUDDER  GOLD 

15.0 

TECHNOLOGY 

FIDELin  SELECT  ELECTRONICS 

36.5 

UTILITIES 

FIDELITY  UTILITIES 

12.1 

INVESCO  STRATEGIC  UTILITIES 

11.3 

DATA:  MORNINGSTAR  INC, 
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Recently  we  were  part  of 
a  medical  breakthrough,  although 
he  deserves  some  of  the  credit. 


111 


ligTif 


TiMnKulScilfiS 

MMllllLI'Jimtt'SX 

PHILLIPS  PI 

Annual  Report,  B- 
llips66.com. 

ETROLEUM  C 

"H.^  Adams  Bldg.,  Bai 

OMPANY 

tlesVille,  OK  74 

cap — dominate  the  list  of  top-performing,  three-up-arrow 
funds.  They  don't  grab  the  attention  that  high-flying  gi-owth 
funds  sometimes  command,  but  they  have  generally  outper- 
formed growth  funds  over  the  past  five  yeai's.  Even  more  im- 
portant, they  often 
earn  high  ratings  be- 
cause they  are  less 
volatile  than  the 
growth  funds. 

"Our  data  show  that  growth  funds  have  higher  long-term 
returns,  but  I  suspect  investors  make  more  money  in  value 
funds,"  says  Momingstar's  Rekenthaler  "Because  the  funds 
are  less  volatile,  investors  tend  to  hold  on  to  them  longer  and 
let  the  profits  roll.  With  growth  funds,  they  often  buy  when 
they've  already  gone  up  and  sell  when  they're  down." 
STARS.  Some  of  the  value   
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fimds  that  earned  top  ratings 
are  repeat  performers,  such 
as  Fidelity  Destiny,  both  I 
and  II,  Fidelity  Equity-In- 
come, both  I  and  II,  and  the 

Michael  F.  Price's  Mutual  Se-   eXpOI'tabie.  That  Way, 

they're  not  bound  by 


^*  Companies  I  like 
most  have  a  product 
or  service  that's 


ries  funds:  Franklin  Mutual 
Beacon  Z,  Franklin  Mutual 
Qualified  Z,  and  Franklin  Mu- 
tual Shares  Z.  Last  fall.  Price 
sold  the  fund  group  to 
Franklin  Resoui'ces,  hence  the 
Franklin  name.  Unlike 
Franklin's  other  fimds,  the  Z 

shares  are  no-load,  but  they're  restricted  to  investors  who 
were  in  the  funds  prior  to  the  takeover  Those  buying  since 
get  a  different  share  class  and  pay  a  load. 

There  are  some  worthy  funds  on  the  list  for  the  first  time. 


the  local  economy  " 

HELEN  YOUNG  HAYES 

Janm  Worldwide  Fund 


Veteran  fund  manag( 
Charles  M.  Royce  placed  tM, 
of  his:  Royce  Micro-Cap  Fur' 
;ind  Royce  Premier  Fun 
'loth  are  small-cap  vali 
funds,  which  usually  invest 
companies  that  lack  the  pi: 
zazz  and  high  valuations 
software  or  Internet  stock 
But  that's  where  the  similai 
ty  ends.  Royce  Premier  co; 
centrates  on  the  "large 
small-caps,  the  1,400  or  ; 
companies  with  market  v; 
ues  of  $300  million  to  $1  b; 

  hon.  "That's  where  most  m| 

tual  funds  and  institutional  investors  go  when  they  wa 
small-caps,"  he  says.  To  make  money  in  a  fairly  efficie 
market,  he  says,  "you  need  to  take  bigger  bets."  So  Roy> 
Premier  holds  about  50  stocks  that  are  concentrated  in 
few  sectors. 

Royce  Micro-Cap  stalks  completely  different  prey:  the  6,& 
public  companies,  most  of  them  little-known,  with  mark 
caps  between  $5  million  and  $300  million.  Since  the  micr, 
market  is  much  less  Mquid,  Royce  takes  a  totally  different  tac! 
He  holds  150  stocks  in  a  broadly  diversified  portfolio. 

Babson  Value  Fund,  another  toi>pei'forming  fund,  makes  i 
money  among  the  large-cap  value  stocks.  That's  the  kind  ' 
fund  that's  buying  the  dogs  even  when  they're  in  the  hea 
lines.  "Kmart  was  a  terrible  performer  when  we  owned  it 
1995,"  says  Nick  Whitridge,  who  has  run  the  fund  sin 
1984.  "But  it  was  one  of  our  best  in  1996."  Whitridge,  tc 
runs  a  concentrated  portfolio,  with  just  40  stocks  and  a  str' 
buy-and-sell  discipline  that  keeps  turnover  to  a  minimum:  I 


A  self-luminating  sphere  with  an  apparent  angular 
diametei:  of  32'  04"  Radiates  energy  upon  the  earth's 
surfafii^at  approximately  1.5  horsepower  per  sq.yd. 


A  carbon-ijased  i  ^ 

tot 
.iqht  4; 

of-the  Sj 
3::  -Wyigiu 

A  24ppm  network  printer  with  multiple  output 
destinations. Transmits  data  for  multiple  sets  one  time  to 
reduce  network  traffic.  Staples,  collates  and  duplexes 
through  software  installed  on  your  PC.  For  more  information 
about  the  HP  LaserJet  5Si  Mopier  call  1-800-LASERJET 
ext.  2249,  or  log  on  at  www.hp.com/go/mopier. 


Built  by  engineers. 

PACK/? 


HEWU 


V  stock  can  be  added 
ess  the  fund  sells  an 
sting  one." 

[\vo  new  names  on 

top-pei"f()rmers  list 

run  by  the  same 
m  of  managers  with 
lost  the  same  portfo- 

and  nearly  identical 
ims — AARP  Growth  & 
ome  Fund  and  Scud- 
Growth  &  Income 
id.  Main  difference  is 
t  the  Scudder  fund 
IS  tobacco  stocks.  The 
!P  fund,  in  deference 
the  wishes  of  the 
nsoring  American  As- 
ation  of  Retired  Per- 
s,  does  not. 
SQUEAK.  Both  funds 
jw  a  strategy  called 
ative  dividend  yield," 
ing  dividend-paying 
•ks  when  their  yield 
ligh  relative  to  their 
d  liistory.  "The  yield 
ligh  usually  because 
stock  is  out  of  favor," 
3  Robert  Hoffman, 

manager  for  both  fimds.  "Wlien  the  yield  becomes  rela- 
!y  low,  it's  usually  because  the  stock's  price  is  going  up." 

sell  signal  usually  comes  when  the  yield  is  relative  low. 

funds  end  up  in  the  blend  categoiy,  says  Hoffman,  be- 


The  Largest  Funds 

Here's  how  BUSINESS  WEEK  rates  the  largest  equity  funds. 


ASSETS 

OVERALL 

AVG.  ANNL. 

INVESTMENT 

CATEGORY 

FUND 

BILLIONS 

RATING 

TOT.  RET.* 

CATEGORY 

RATING 

FIDELITY  MAGELUN 

$54.0 

AVG. 

14.9% 

Mid-cap  Blend 

AVG. 

INVESTMENT  CO.  OF  AMERICA  30  9 

• 

13.3 

Large-cap  Blend 

AVG. 

VANGUARD  INDEX  500 

30.3 

* 

15.1 

Large-cap  Blend 

WASHINGTON  MUTUAL  INV. 

25.4 

16.0 

Large-cap  Value 

AVG. 

FinFI  ITV  RnnWTH  K  INRflMF 
riifCLi  1 1  unuYi  1  n  Of  inwunic 

23.9 

*  *  * 

17.2 

Large-cap  Blend 

*  *  * 

FIDELITY  CONTRAFUND 

23.8 

*  * 

18.3 

Mid-Cap  Blend 

*  * 

FIDELITY  PURITAN 

18.5 

14.8 

Domestic  Hybrid 

AM.  CENT.-20thC  ULTRA  INV. 

18.4 

13.3 

Large-cap  Growth 

♦  ♦  ♦ 

VANGUARD/WINDSOR 

16.7 

18.0 

Large-cap  Value 

INCOME  FUND  OF  AMERICA 

16.2 

*  *  -* 

13.1 

Domestic  Hybrid 

*  *  * 

VANGUARD/WELLINGTON 

16.2 

*  * 

13.5 

Domestic  Hybrid 

JANUS 

15.9 

-* 

12.7 

Large-cap  Blend 

AVG. 

EUROPACIFIC  GROWTH 

15.7 

AVG. 

13.4 

Foreign 

*  -*  -* 

VANGUARD/WINDSOR  II 

15.7 

16.7 

Large-cap  Value 

FIDELITY  ADV.  GR.  DPP.  T 

15.5 

17.8 

Large-cap  Blend 

FIDELin  EQUITY-INCOME  II 

15.2 

*  *  * 

17.0 

Large-cap  Value 

FIDELITY  EQUITY-INCOME 

14.3 

17.3 

Large-cap  Value 

NEW  PERSPECTIVE 

12.9 

AVG. 

13.9 

World 

PUTNAM  FUND  GRTH.  S  INC.  A  12.3 

16.2 

Large-cap  Blend 

*  *  * 

DEAN  WinER  DIV.  GROWTH 

12.2 

13.5 

Large-cap  Blend 

*1992-96  pretax  return,  including  appreciation  plus  reinvestment  of  dividends  and  capital  gams 
LEGEND:  (3  arrows  up)  superior,  (2  arrows  up)  very  good,  (1  arrow  up)  above  average,  (1  arrow  down) 
below  average.  (2  arrows  down)  poor,  (3  arrows  down)  very  poor         DATA:  MORNINGSTAR  INC 


wieh.  Conn.  T.  Gibbs  Kane  Jr., 
says  that  an  important  factor 
strict  discipline  that,  like  Bab 
fund  focused  on  its  40  stocks 


cause  he  buys  stocks 
when  they  are  value 
plays  and  holds  them  as 
they  become  growth 
plays. 

Several  other  funds 
that  have  earned  three 
up-arrows  for  the  first 
time  are  small  and  little- 
known.  The  $150  million 
Mairs  &  Power  Growth 
Fund,  based  in  St.  Paul, 
Minn.,  has  beaten  the 
s&p  500  in  each  of  the 
past  seven  years,  a  feat 
few  funds  can  claim. 
Even  more  interesting  is 
the  portfolio:  80%  of  the 
companies  in  the  fund 
are  headquartered  in  the 
Upper  Midwest.  "We 
don't  inuport  to  be  a  re- 
gional fund,"  says  man- 
ager George  A.  Mairs. 
"It  just  works  out  this 
way.  These  are  the  com- 
panies we  know  best." 
The  other  pipsqueak  is 
$131  million  Sound  Shore 
Fund,  based  in  Green- 
one  of  the  ftmd's  managers, 
for  the  fund's  success  is  a 
son  Value  Fund,  keeps  the 
"Wlien  we're  right  about  a 


Cover  Story 


THE  BEST  MUTUAL  FUNDS 


stock,  we  have  enough  of  it  to  make  an  impact,"  says  Kane. 

The  scoreboai'd's  new  category  ratings  have  also  tiu-ned  the 
spothght  on  some  hot  stars,  such  as  Janus  Worklwide  Fund. 

Poitfolio  manager  He- 
len Young  Hayes 
takes  a  "bottoms  up" 
approach  to  global  in- 
vesting. She  fii'st  iden- 
tifies investments  by  focusing  on  companies.  Many  interna- 
tional fimds  take  the  opposite  tack — identifying  the  countries 
or  markets  first,  then  finding  stocks  to  fill  in  the  allocation. 

"The  companies  I  like  most,"  says  Hayes, 
"have  a  product  or  service  that's  exportable. 
That  way,  they're  not  bound  by  the  local 
economy."  But  she  doesn't  rule  out  purely 
local  companies — such  as  Telebras,  the 
Brazilian  telecommunications  giant — if  the 
growth  prospects  are  strong.  Hayes  also 
manages  Janus  Overseas  Fund:  Worldwide 
includes  U.  S.  stocks  and  Overseas  does  not. 

As  you  peruse  the  scoreboard,  watch  for 
these  features: 

Management  changes.  Fund  giant  Fideli- 
ty Investments  has  75  funds  in  the  score- 
board— and  41  of  them  have  had  new  port- 
folio managers  diu-ing  the  past  year.  Fidelity 
has  always  moved  managers  around  every 
few  years  to  broaden  their  experience,  but 
these  changes  were  exacerbated  by  an  exo- 
dus of  managers.  The  outline  of  a  head-and- 


ized  by  high  price-earnings  ratios,  can  also  have  wide  swinj 
One  thing  these  "worst  quarter"  figures  don't  tell  you'; 
how  the  fimds  behaved  in  a  bear  market.  There  hasn't  bei 
one  in  the  past  five  years.  But  many  funds  went  throui 
some  pretty  ugly  periods  in  1992  and  1994,  bad  enough  j 
give  you  a  taste  of  the  bear.  Take  each  of  your  fimd's  woi, 
quarterly  retiuTis  and  double  it.  If  you  can  live  with  that  kii 
of  one-quarter  loss  for  one  of  your  funds,  you're  ready  !■ 
whatever  the  markets  may  give  you. 
The  scoreboard  starts  on  page  82. 

By  Jeffrey  M.  Laderman  in  Neiv  Yc 

The  Fund  Categories 

U.S.  diversified  equity  funds  didn't  beat  ttie  S&P  500  in  1996,  but 
they  made  enough  to  keep  their  shareholders  happy.  International 
funds  earned  good  returns,  too,  as  long  as  they  stayed  out  of  Japan. 


CATEGORY 


AVERAGE  ANNUAL  TOTAL  RETURN* 
1996      1994-96    1992-96  1987-96 


REAL  ESTATE  34.0%  13.2%  15.0%  11.8% 

NATURAL  RESOURCES       31.0  17.3  15.0  11.7 

FINANCIAL  29.7  22.9  24.5  18.2 

EUROPE  24.7  14.5  13.3  9.7 

LATIN  AMERICA  24.3  -5.3        5.3  NA 

SMALL-CAP  VALUE  21.8  14.9  16.5  13.6 

LARGE-CAP  VALUE  21.1  17.3  15.7  14.0 


1996'S  BEST  PERFORMER 

Longleaf  Partners  Realty 
Fid.  Sel.  Energy  Svc. 
Fid.  Sel.  Home  Finance 
Scudder  Greater  Eur  Growth 
Fidelity  Latin  America 
Oakmark  Small  Cap 
Legg  Mason  Value  Prim. 


shoulders  figiu'e  next  to  the  fund  name  in- 
dicates a  change  in  portfolio  manager  took   ^l;'  l^;^  1^.6  RydexOTC 

place  in  the  last  year.  Of  the  48  fimds  that  TECHNOLOGY                 20.9      25.7      23.8      18.2       PBHG  Tech.  &  Comm 
took  top  honors  for  overall  performance, 

four  got  new  managers  in  the  past  year.   2.°:^  ^.^-^  '^.^     ,  ^''.P"^.  

But  14  of  the  funds  have  the  solid  head-  MID-CAP  VALUE               20.5      15.4      15.7      13.4       Sound  Shore 
and-shoulders  figure  next  to  their  names, 
indicating  a  manager  who  has  been  on  the 
job  for  at  least  10  years. 

Foreign  holdings.  The  column  "%  for- 
eign," a  new  feature  in  the  scoreboard, 
shows  just  how  much  of  the  fund's  portfolio 
is  invested  in  non-U.  S.  companies.  The  av- 
erage diversified  U.  S.  fund  is  only  about 

6%  invested  abroad,  but  that's  probably  6%  1.^;°       l^,       1^°;^       3.9      Artisan  International 

more  than  most  investors  realize.  If  this  pacific  EX-JAPAN            15.9      -1.3       11.3      11.5       Fidelity  Hong  Kong  &  China 

figau'e  nms  above  10%  in  a  fimd  that  repre-   

sents  a  large  part  of  your  portfolio,  you     ..  *'^^'"™   1^;^, 

should  count  the  non-U.  S.  portion  with  yoiu-  DOMESTIC  HYBRID  13.0 
international  holdings  to  get  a  better  read- 

ing  on  the  asset  all<x;ation  of  your  portfolio.        DIV.  EMERGING  MKTS.  11.7  -2.3  10.4  8,4  lempleton  Developing  Mkts 

SPECIALTY-MISC.  11.0       10.3       13.2       15.8       Fidelity  Sel.  Retailing 


LARGE-CAP  BLEND 
MID-CAP  BLEND 
WORLD 

SMALL-CAP  GROWTH 
MID-CAP  GROWTH 


20.0 
19.1 
17.6 
16.6 
16.1 


16.4 
15.5 

10,4 
17.1 
15,8 


20,4 

11,5 


13.6 
14.6 
11,7 
15.3 
14,1 


9.6 

11,1 


13.4 
14.5 

11.3 
16.0 
15.2 


18.9 
11.2 


Salomon  Bros.  Investors  0 
Salomon  Bros,  Capital 
Idex  Global  A 
Fremont  LI,S.  Micro-Cap 
PBHG  Core  Growth 


T.  Rowe  Price  Health  Sci. 
FPA  Paramount 


Sometimes,  the  surprise  is  how  little  of  the 
fund  is  invested  abroad.  Smallcap  World 
Fund  has  just  38%  invested  overseas,  and 
despite  its  name,  Morningstai-  considers  it  a 
domestic  fund. 

Best  and  worst  quarters.  Another  new 
feature  in  the  business  week  scoreboard 
are  the  retiuns  earned  in  the  best  and  worst 
calendar  quarter  of  the  past  five  years. 
These  figou'es  can  give  you  a  sense  of  how 
volatile  the  fund  can  be.  Specialized  fimds 
usua'ly  have  bigger  swings  than  diversified 
funds.  The  best  quarterly  return  in  the 
Scoreboard  was  46.2%-  recorded  by  Invesco 
Strategic  Gold  Fund  in  last  year's  first  quar- 
ter. Its  wor.st  shovnng  was  -21.3%,  in  the 
foui-th  quaiter  of  1994.  But  funds  that  invest 
in  emerging  gi'owth  companies,  character- 
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INTERNATIONAL  HYBRID  11  0  7  0  10  2  10  7 

UTILITIES  10.2  8.8  9.9  10.3 

PRECIOUS  METALS  8  1  -0  5  9  2  5  5 

COMMUNICATION  7  7  9  3  16  3  16  2 

DIVERSIFIED  PACIFIC  1  8  -0  8  8  8  6  0 

JAPAN  -10.2  -0  3  0,8  3,5 


Fidelity  Asset  Mgr.  Growth 
Prudential  Utility  B 
Invesco  Strategic  Gold 
Fidelity  Sel,  Dev,  Comm. 
Merrill  Lynch  Pacific  8 
Vang.  Intl.  Eq.  Indx,  Pacific 


U.S.  DIVERSIFIED  FUNDS 
ALL  EQUITY  FUNDS 
S&P  500 


19.3 
17.7 
22.9 


16.1 
13.8 
19.7 


14.5 
13.5 
15.2 


14.3 
13.4 
15.3 


'Pretax  return,  including  appreciation  plus  reinvestment  of  dividends  and  capital  gams,  NA=Not  available 
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ill 


Introducing 

CFO  Vision 

THE  POWER  TO 

FIGURE  IT  OUT 


lECISIONS  ARE  TOUGHER. 


ME  IS  CRITICAL. 


ESOURCESARE  LEANER. 


NDTHE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis... BiS  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Pov^erful,  award-winning  data  warehousing, 
OU\P,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor: 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


For  impressive 

historical 
performance, 
look  no  further. 


OneSource 


FROM  SCHWAB 


The  mutual  funds  shown 
here  have  two  things  in  com- 
mon: First,  every  one  of  them 
has  turned  m  strong  historical 
performance.  (Remember;  past 
performance  is  no  guarantee  of 
future  results.)  And  second, 
they're  all  available  to  you 
through  Schwab's  Mutual  Fund  OneSourcef 

Mutual  Fund  OneSource  gives  you  access  to  over  600  mutual 
funds  from  many  of  the  most  respected  fund  families  in  America, 
including  Janus,  INVESCO,  Scudder,  PBHG  and  more. 

No  LOADS  AND  NO  TRANSACTION  FEES 
ARE  JUST  THE  BEGINNING  OF  THE  BENEFITS. 

All  OneSource  funds  are  free  of  loads  and  transaction  fees? * 
As  a  customer,  you'll  also  receive  tools  that  can  help  you  pursue  your 
investment  objectives.  For  example,  our  Mutual  Fund  Select  List" 


shows  you  the  historically  high-performing  funds  available 
through  Schwab.  (Tlie  funds  here  all  come  from  the  9/30/96  issue.) 
A  consolidated  statement  shows  all  your  fund  holdings.  Our  Wet 
site  —  tvww.schivab.com  —  lets  you  check  your  account  balances 
order  mutual  fund  research  reports  and  enter  orders  for  funds  24  hours  i 
day.  And  you'll  have  access  to  round-the-clock  telephone  support. 

For  STRONG  performance, 
you've  come  to  the  right  page. 

In  fact,  for  selection,  value  and  benefit,  you  need  look  no  flirthei 
than  Schwab's  Mutual  Fund  OneSource. 


YOURS  FREE 

To  receive  two  free  copies  of  our 
Mutual  Fund  Select  List,  stop  by 
one  of  our  more  than  235  branches 
nationwide  or  call: 


Select  T  Ast 


international  investing  involves  additional  risk  to  principal,  including  currency  fluctuations,  political  instability'  and  foreign  regulation. 

Cht.'les  Schwab  provides  recordkeeping  and  shareholder  ser\'ices  for,  and  receives  remuneration  trom,  Mutual  Fund  OneSource  companies.  *Expenses  partially  absorbed  by  fund  management,  which  hai 
of  increasing  yields.  **Schwab's  standard  transaction  fee  will  he  charged  on  each  redemption  of  fund  shares  bought  widi  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  asses| 
standard  transaction  fees  in  die  future,  should  short-tenn  trading  become  excessive,  as  well  as  the  nght  to  change  the  funds  we  make  available  without  transaction  fees  (exception:  Schwab  1000  Fund'! 
tion  fee  of  O  x""!!.,  ot  proceeds  will  he  charged  hy  Schwab  1000  Fund  for  redemption  of  shares  held  less  than  6  months.  ©1997  Charles  Schwab  &.  Co.,  Inc.  All  nghts  reserved.  Member  SIPC/NYSE.  (1 


Charles  Schwab 


*  Stars  Indicate 


Ratinqs  As  Of  1 1/30/96  * 


irts  represent  growth  of  a  hypothetical  $10,000  investment  over  a  multi-year  period  ending  9/30/96.  Asswmes  reinvestment  of  capital  gains  aivi  income. 
Past  performance  is  no  guarantee  of  future  results.  Returns  will  vary  and  shares  may  be  worth  more  or  less  than  origiiial  cost  when  sold. 

Average  annual  returns  as  of  9/30/96.  Aggressive  Growth,  Snmll  Company,  Growth, 
Growth  &  Income  and  International  Equity  funds  star  ratings  out  of  2,125  equity  funds  for  3  ^lears;  1 ,224  for  5  :years;  and  657  for  10  years. 


BERGER  &  Herman  Genesis* 


30,W0 
25,000 
20.000 
15,000 
10,000 

- 

• 

S 

Ml 

■ 

■92       ^3  S 

4  •% 

Value  of  investment:  $20.4b'^ 
\verage  annual  returns  (as  o/ 9/30/96); 
I  vear  -i-2}.23%    5  year  +15.40% 
Since  inception  (9127188)  +13.85% 


SMALL  COMPANY 

Baron  Asset 


Warburg  Pincus  Emerging  Growth 


Value  of  inwstment:  $25,952 
Average  annua/  returns  (as  of  9/30/96): 
I  year  +21 .30%   5  ^ear  +2i  .02% 
Since  inception  (6/12/87)  +17.84% 


iO.COO 
25,000 
20,000 
15,001 
10,000 

ti 

'92       ■9'3       ^94       '95  * 

Value  of  inveslinent:  $24,542 
Average  annuiil  returns  (as  of  9/30/96) : 
Iyear+I4.ll%  5year+l9.67% 
Since  inception  (1/21/88)  +17.94% 


GROWTH  &  INCOME 


ODER  Growth  »&.  Income     Stein  Roe  Growth  &  Income 


Value  of  investment:  $20,810 
mage  annual  returns  (as  of  9/30/96): 
1  year  +20.13%  5  year  +15.79% 
10  year +13.93% 


★ 
★ 
★ 
★ 


30,000 

25,000 

20,000 

15,000 

10,000 

Value  of  inDestmeni.  $20,782 
Average  annual  returns  (as  of  9/30/96): 
I  year  +22.67%  5  year  +15.76% 
Since  inception  (3/28/87)  +11 .79% 


~ — GROWTH  - 

PBHG  Growth 


Value  oj  investment:  $39,726 
Average  annual  returns  (as  of  9/30/96) : 
I  year  +29.57%  5  year  +31.76% 
10  year +23.40% 


ERNATIONAL  EQUITY 
Janus  Worldwide 


Value  of  investment:  $23,559 
verage  annual  returns  (as  of  9/30/96): 
1  year  +27.48%    5  year  +18.69% 
Since  inception  (5/15/91)  +19.96% 

Founders  Passport 


Value  of  investment:  $13,369 
erage  annual  returns  (as  of  9/30/96): 

I  year +16.21%  5yearN/A 
nee  inception  (1 1/16/93)  +10.66% 


Fund  Name 

3  Year 

5  Year 

10  Year 

Neuberger  &  Berman  Genesis 

4* 

4* 

N/A 

Baron  Asset 

4* 

5* 

N/A 

Warburg  Pincus  Emerging  Growth 

3* 

3^ 

N/A 

Scudder  Growth  &  Income 

4* 

5* 

4* 

Stein  Roe  Growth  &  Income 

5* 

4* 

N/A 

PBHG  Growth 

3* 

5* 

5* 

Janus  Worldwide 

5* 

5* 

N/A 

Founders  Passport 

4* 

N/A 

N/A 

ospectus  containing  more  complete  information,  including  management  fees  and  other  expenses,  is  available  through  Schwab.  Please  review 
tectus  carefully  before  investing. 

r  pmpnetar)'  ratings  teflect  historical  risk-adjusted  performance  as  of  Novemher  30, 1 996.  The  ratings,  which  may  change  monthly,  ate  calculated  Itom  the  funds*  three-,  five-,  and  ten-year 
e)  average  annual  returns  in  excess  of  90-day  Treasury  bill  returns  with  apptopriate  fee  adjustments  and  tisk  factors  that  reflect  fund  petformance  below  90-day  Treasury  bill  returns.  Overall 
'eighted  average  of  the  funds'  three-,  five-,  and  ten-year  ratings.  Ten  petcent  of  funds  in  an  investment  category  receive  5  stats,  the  next  22.5%  teceive  4  stars  and  35%  receive  3  stars. 


1-800-5 -NO-LOAD 
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PICCOLOS 

VS.  TUBAS 

Tiny,  nimbler  players  can  outdo  the  biggies 


It  wasn't  so  long  ago  that  $100  million  was  considered  a 
pretty-good-size  mutual  fund.  But  as  hundreds  of  billions 
of  dollars  poured  into  funds  during  this  decade,  the  defi- 
nitions of  large  and  small  have  changed.  A  $100  million 
fund  today  is  barely  a  blip  on  the  radar  screen. 

The  world  doesn't  need  more  funds — only  better  ones. 
And  suii^i-isingly,  many  of  these  smaller  funds  have  excellent 
returns.  The  reason  many  are  so  small  is  that  they  have  no 
marketing  or  advertising  budgets — so  they  carry  on  in  rela- 
tive obscurity.  Some  others  belong  to  well-knovra  fimd  fami- 
lies but  have  been  overshadowed  by  their  larger  brethren. 
And  some  ai'e  small 
only  because  they 
are  still  new  and 
their  track  records 
are  short. 

Smaller  funds, 
especially  if  they're 
being  run  by  expe- 
rienced money 
managers,  can  be 

shrewd  investments.  They're  fai*  more  nimble  than  the  mega- 
funds:  They  can  buy  stocks  without  necessarily  bumping  up 
the  price  and  can  sell  quickly  if  necessary.  Smaller  funds' 
drawback  is  that  they  sometimes  have  higher  expense  ratios 


Small  funds  can 
buy  stocks  without 
bumping  up  the 


because  they  have  fewer  assets  over  which  to  spread  t 
costs. 

To  find  these  up-and-comers,  we  screened  Mornings! 
Inc.  data  for  the  top  funds  that  had  at  least  one  yeag^ 
track  record,  as  well  as  small  funds  with  good  risk-adjustl 
returns  over  the  past  thi'ee  to  five  years.  Defining  a  sml 
fund  as  anything  under  $130  million — the  cutoff  point  1- 
funds  in  the  Mutual  Fund  Scoreboard — we  came  up  w  i 
these  50  contenders  (table).  In  most  cases,  the  results  ai'e  i 
fluke.  Many  are  run  by  veteran  institutional  investors  w 
proven  track  records  who  manage  money  for  pension  fun 
and  foundations. 

SMALL  SPREAD.  Among  the  standouts  is  the  White  0 
Growth  Stock  Fund,  with  $54  million  in  assets.  The  fond  1 
returned  an  average  29%  per  year  over  the  past  three  yea,, 
the  best  of  our  up-and-comers  for  that  period.  The  fund  pn- 
tices  a  high-octane  strategy  that  nonetheless  has  been  m 
slightly  more  volatile  than  the  overall  stock  market.  Because 

its  size,  the  fund  doesn't  h; 
to  spread  its  money  (i\ 
hundreds  of  stocks.  Inste 
portfolio  manager  James 
Oelschlager  is  able  to  conei 
trate  on  his  best  stock  ])ie . 
The  fimd  is  nearly  fully  - 
vested,  and  he  holds  just 
stocks.  Some  65%  of  t 
fund's  total  assets  ai"e  in  hiji- 
tech  winners  such  as  In);, 
Cisco  Systems,  and  3Com. 

The  fund  may  be  sm: 
l>ut  Oak  Associates  Ltd. 
not.  The  Akron  investim 
tirm  also  manages  $5  bill 
in  assets  for  California  ;;i 
Oregon  state  pension  syste;.- 
and  for  numerous  cor|)o 
tions.  As  for  the  mutual  fu; 
says  Oelschlager,  it's  n 
tively  unknown  because, 
has  not  been  marketed  o 
anyone  other  than  his 
quaintances  who  asketl  I 
to  invest  their  money, 
was  much  easier  to  set  up  a  fimd  for  family  and  friends  tl;: 
manage  a  bunch  of  individual  accounts,"  Oelschlager  says. 

White  Oak  is  not  the  only  "friends  and  family"  fund  on 
list  of  up-and-comers.  There's  the  $126  milUon  Torray  Fit 
which  buys  what  many  others  shun:  companies  that  art 
Wall  Street's  doghouse.  Manager  Robert  Torray  is  a  patiit 
investor,  who  finds  quality  companies  and  sticks  vrith  them  i- 
til  they  come  in  favor — and  he'll  wait  four  or  five  years, 
bought  Citicoiio  at  8  (it's  now  at  112)  and  ibm  at  less  than 
(now  at  168).  The  fund  has  a  20.7%  average  annual  ret 
over  the  past  five  years,  about  five  percentage  points  bei 
than  the  Standard  &  Poor's  500-stock  index.  In  total,  Tor 
manages  $2.3  billion  in  pension  assets. 

Some  institutional  money  managers,  such  as  Susan  1. 
Byrne  of  Westwood  Equity  Fund  Retail  Class,  decided  noi'.o 
wait  for  the  fund  mavens  to  discover  her  fund.  She  stared 

marketing  the  fi 


price,  and  in  a 


pinch  they  can 
sell  out  quickly 


two  years  ago 
managed  to  gei 
assets  up  from 
milhon  to  $38  il 
lion.    Of  com 
good  returns 
the  best  markc : 
plan,  and  that 
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Monkey 
on  your 
back  #15: 
How  to  make 
sure  a  server 
that's  optimized 
for  Windows  NT' 
isn't  less 
tlian  optimal 
for  your 
organization. 


PENTIUMPRO 


Pick  a  u'roiig  server  and 
things  could  get  complicated. 
Pick  a  Digital  server  and  sud- 
denli/  life  becomes  less  stressful.  One  reason: 
noiv  you  can  get  tlie  Prioris™  server  that 
came  in  first  in  tlie  TPC  -C  benchmark* 
among  all  systems  running  Microsoft" 
Windows  NT"  4.0  and  SQL  Server '6.5. 
And  to  make  your  decision  even  sim- 
pler, they  all  come  with  ServerWORKS'" 
Manager,  the  managemetit 
tool  that  actually  has 
Wiiulows  NT  support  built 
right  in.  Add  the  fact  that 
no  other  vendor  can  equal 
Digital's  full  line  of 
Win  do  10  s  NT-optimized 
products,  or  the  service  and 
support  to  back  them  up, 
and  it  becomes  very  clear: 
Digital  is  the  optimal 
choice.  For  your  nearest 
reseller,  call  1-800-DIGITAL,  or  visit 
w w w . zo indows. digital  .CO in . 


•Firsi  in  pnce/pertormance  wilh  TPC-C  results  for  Digital  ol  6,712  53  IpmC  at 
$65  )6/tpmC  Digilal's  TPC  results  (as  ol  11/14/96)  obtained  tunning  Microsoft  Windows 
NT  4  0  and  Microsoft  SOL  Server  6  5  on  a  Digital  Pnons  ZX  6200  MP/4  TPC-C  resuHS 
tor  the  perlormance  runner-up  Compaq  ProLiant  5000  Model  6/200  o's  are  6.671  67 
tpmC  at  $90  20/tpmC  '^j  Digital  Equipment  Corporation.  1997  Digital,  the  Digital  logo, 
Sen/erWORKS  and  Prions  are  trademarks,  and  Whatever  It  Takes  is  a  sen/ice  mark  of 
the  Drgital  Equipment  Corporation  Intel,  Pentium,  and  the  Intel  Inside  Pentium  Pro 
processor  logo  are  registered  trademah^s  of  the  Intel  Corporation  TPC  is  a  registered 
trademark  ol  the  Transaction  Processing  Perlormance  Council  SOL  Server  is  a 
trademark  and  lylicrosolt  and  Windows  NT  are  registered  trademarks  ol  the 
Microsolt  Corporation  in  the  U  S  and  other  countnes 


Prions'-  ZX  6000  Smes 

Winner  of  6  AIM  Technolog}/  Hcl 
Iron  Awards,  3  on  Wirtdows  NT. 

Full  line  of  sewers  from 
166  MH;  to  200  MHz  PenUum 
Pro  processors,  designed  with 
high  baiidioidth  PCI. 

64MB  to  2CB  memory. 

Sen'erWORKS'-  Mauagcr  and 
ScrverWORKS'-  Quick  Launch 
arc  standard  on  all  si/stcnis 


WHATEVER  IT  TAKES 


ID 


ITS  THE  NEW  ROUGH  AND  RUGGED  FULL-SIZE  SUV  THAT'S  AS  COMFORTABLE  AS  Al 

INTRODUCING 

'  THE  ONLY  \mr 

TO  GET  THERE. 

THE  NEW  FORO 
EXPEDITION. 


Best-ln-Class Towing:  Properly  equ.pped  4x2  tows  four  tons  Best-In-Class  Passenger  Room:  XLT models  seat  up  to  nine. 


FORD  EXI'E[:)ITION  IT'I  ,L  CFT  YOU  THERE  LIKE  NOTHING  ELSE. 


Cover  Story 


THE  BEST  MUTUAL  FUNDS 


has.  This  fund,  a  blend  of  large-cap  stocks,  competes  in  a  pret- 
ty crowded  fund  category,  yet  it  beat  the  s&P  500  over  the  last 
one-,  three-  ,  and  five-year  periods. 

The  $9  million  Smith  Breeden  Equity  Plus  Fund  is  anoth- 
er market-beating  bantamweight  fund.  Portfolio  manager 

John  Sprow  calls  it 
an  "enhanced  index 
fund,"  which  means 
he's  trying  to  beat  the 
s&P  50(j  index  by  about 
one  percentage  point  a  year  That  doesn't  sound  hke  much, 
but  it's  a  hurdle  that  many  funds  can't  clear 

Sprow  takes  an  unorthodox  approach.  Rather  than  invest  in 
the  stocks  that  are  in  the  s&P,  he  buys  stock-index  futures 
with  a  small  part  of  the  fund  and  invests  the  rest  in  mort- 
gage-backed securities,  which  provide  a  much  higher  yield 
than  stocks.  Over  the  past  three  years,  the  fund  returned 
about  0.40%  a  year  more  than  the  s&P  500  index.  The  fund  has 
been  in  business  since  1992. 


Not  all  managers  of  small  funds  are  unknowns.  The  $ 
million  Spectra  Fund  is  managed  by  David  Alger,  who  al 
runs  six  other  funds — with  assets  totaling  $7.3  billion — sc 
mainly  by  stockbrokers  and  insurance  companies.  Spect 
was  closed  to  new  investors  until  January,  1996,  and  is  t 
only  no-load  fund  managed  by  his  firm,  Fred  Alger  Ms 
agement  Inc. 

True  to  Alger's '  aggi'essive  investment  style,  Spectra 
cuses  on  high-gi-owth  stocks:  32%  of  the  fund  is  in  techno 
gy.  The  fund  can  also  sell  stocks  short,  although  Alger  says 
has  not  yet  done  so.  Although  Spectra  failed  to  beat 
mai'ket  last  yeai',  it  has  an  excellent  long-teiTn  record.  "We' 
been  reluctant  to  send  out  flares  [about  no-load  Spectra] 
cause  it  might  antagonize  our  brokers,"  says  Alger. 

Well,  Mr.  Alger,  the  word  is  out — about  Spectra  and  ab( 
other  gems  among  the  small  funds.  With  investors'  ins 
tiable  appetite  for  mutual  funds,  these  funds  won't  be  unc 
wi-aps  for  very  long. 

By  Geoffrey  Smith  in  Bost 


Ij        Up-and-Coming  Funds  to  Watch 

FUND  ^  INVESTMENT        ASSETS       SALES         EXPENSE    AVG.  ANNUAL  TOTAL  RETURN  (  )  PHONE 


CATEGORY 

(^Million) 

CHARGE 

RATIO 

1996 

1994-96 

1992-96 

NUMBER 

RETIREMENT  SYS.  EMERGING  GRTH. 

Small-cap  Growth 

$7.1 

No  load 

1.85 

27.7% 

25.3% 

23.6% 

800-772-3615 

PAINEWEBBER  FINL.  SVCS.  GRTH.  A 

Financial 

78.2 

4.50% 

1.37 

28.6 

23.5 

23.6 

800-647-1568 

DAVIS  FINANCIAL  A 

Financial 

106.9 

4.75 

1.18 

31.5 

23.5 

23.5 

800-279-0279 

STATE  ST.  RESEARCH  GLOB.  RES.  A 

Natural  Resources 

53.8 

4.50 

1.75 

70.3 

25.9 

23.0 

800-882-0052 

TORRAY 

Mid-cap  Value 

126.0 

No  load 

1.25 

29.1 

25.8 

20.7 

800-443-3036 

r.  SPECTRA 

Mid-cap  Growth 

17.1 

No  load 

NA 

19.5 

22.3 

20.4 

800-711-6141 

IDS  PRECIOUS  METALS  A 

Precious  Metals 

98.5 

5.00 

1.61 

34.3 

15.0 

20.2 

800-328-8300 

FIRST  AMERICAN  SPECL  EQTY.  A 

Mid-cap  Blend 

21.3 

4.50 

1.09 

31.9 

19.1 

19.1 

800-637-2548 

SHELBY 

Small-cap  Growth 

110.4 

No  load 

1.33 

14.0 

16.5 

19.0 

800-752-1823 

OMNI  INVESTMENT 

Small-cap  Value 

36.3 

No  load 

1.64 

25.6 

19.1 

18.6 

800-223-9790 

EV  TRADITIONAL  WORLD  ISALTH 

Health 

54.8 

4.75 

2.21 

18.3 

21.3 

18.4 

800-225-6265 

TOCQUEVILLE  A 

Mid-cap  Blend 

44.5 

4.00 

1.57 

23.6 

16.3 

17.6 

800-697-3863 

¥fESTWOOD  EQUITY  RETAIL 

Large-cap  Blend 

38.1 

No  load 

1.50 

26.8 

21.1 

17.1 

800-937-8966 

FIRST  AMERICAN  STOCK  A 

Large-cap  Value 

27.7 

4.50 

1.00 

29.1 

21.0 

17.1 

800-637-2548 

MUHLENKAMP 

Mid-cap  Value 

39.9 

No  load 

1.35 

30.1 

17.1 

17.0 

800-860-3863 

RETIREMENT  SYS.  CORE  EQUITY 

Large-cap  Growth 

10.3 

No  load 

0.90 

24.4 

21.5 

16.9 

800-772-3615 

TEMPLETON  CAPITAL  ACCUMULAT. 

World 

116.7 

9.00 

1.00 

23.0 

13.2 

16.6 

800-292-9293 

STAGECOACH  EQUITY  VALUE  A 

Mid-cap  Value 

19.5 

4.50 

1.18 

26.3 

i5.5 

16.5 

800-222-8222 

HARRIS  INS.  EQUITY  A 

Large-cap  Value 

7.8 

4.50 

0.96 

24.9 

18.3 

16.2 

800-982-8782 

CLOVER  CAPITAL  EQUITY  VALUE 

Small-cap  Blend 

93.1 

No  load 

1.10 

22.9 

20.1 

15.9 

800-932-7781 

VONTOBEL  U.S.  VALUE 

Large-cap  Value 

69.9 

No  load 

1.50 

21.3 

19.4 

15.8 

800-527-9500 

LOOMIS  SAYLES  GROWTH  &  INC. 

Mid-cap  Value 

44.0 

No  load 

1.20 

21.1 

17.5 

15.7 

800-633-3330 

HANCOCK  INDEP.  EQUITY  A 

Large-cap  Blend 

31.0 

5.00 

0.94 

21.2 

17.6 

15.7 

800-225-5291 

SHAVEN 

Mid-cap  Blend 

69.3 

No  load 

1.53 

27.4 

17.1 

15.4 

800-844-4838 

PIMCO  ADV.  EQUITY-INCOME  A 

Large-cap  Blend 

24.0 

5.50 

1.25 

25.3 

15.5 

15.4 

800-426-0107 

WHITE  OAK  GROWTH  STOCK 

Large-cap  Growth 

54.0 

No  load 

0.97 

32.3 

29.0 

800-932-7781 

COMPASS  SMALL  CAP  GRTH.  INV.  A 

Small-cap  Growth 

29.7 

4.50 

1.20 

31.1 

26.5 

888-426-6727 

DREYFUS  LARGE  COMPANY  VALUE 

Large-cap  Value 

51.6 

No  load 

0.83 

31.4 

23.0 

800-645-6561 

DREYFUS  SMALL  COMPANY  VALUE 

Small-cap  Value 

23.8 

No  load 

0.91 

34.2 

21.7 

800-645-6561 

DAVIS  REAL  ESTATE  A 

Real  Estate 

26.7 

4.75 

1.43 

37.1 

20.4 

800-279-0279 

SMITH  BREEDEN  EQUITY  PLUS 

Large-cap  Blend 

8.9 

No  load 

0.90 

24.4 

20.1 

800-221-3138 

THOMPSON  PLUMB  GROWTH 

Large-cap  Blend 

12.6 

No  load 

2.00 

32.2 

20.1 

608-831-1300 

BILTMORE  SPECIAL  VALUES  A 

Small-cap  Value 

8.0 

4.50 

1.29 

37.0 

19.9 

800-994-4414 

FRANKUN  REAL  ESTATE  SECS.  1 

Real  Estate 

77.3 

4.50 

0.67 

32.5 

19.7 

800-342-5236 

PACIFIC  ADVISORS  SMALL  CAP 

Small-cap  Value 

8.4 

5.75 

2.49 

43.7 

17.5 

800-282-6693 

EXCELSIOR  L.T.  SUPf>LY  OF  ENERGY 

Natural  Resources 

33.8 

4.50 

0.96 

38.4 

17.4 

800-446-1012 

HEARTLAND  VALUE  PLUS 

Small-cap  Value 

49.2 

No  load 

1.54 

33.8 

16.5 

800-432-7856 

INTERACTIVE  INV.  TECH.  VALUE 

Technology 

35.1 

No  load 

NA 

60.6 

888-883-3863 

WARBURG  PINCUS  SMALL  VAL.  COM. 

Small-cap  Blend 

97.7 

No  load 

NA 

56.2 

800-927-2874 

NEEDHAM  GROWTH 

Mid-cap  Blend 

14.4 

No  load 

NA 

51.6 

800-331-3186 

'  MORGAN  STANLEY  LATIN  AMER.  A 

Latin  America 

18.4 

4.75 

2.11 

47.4 

800-282-4404 

PREMIER  GROWTH  &  INCOME  B 

Domestic  Hybrid 

45.7 

4.00" 

NA 

47.3 

800-554^11 

GT  GLOBAL  NATURAL  RES.  B 

Natural  Resources 

69.1 

5.00" 

2.87 

46.5 

800-824-1580 

VAN  ECK  GLOBAL  HARD  ASSETS  A 

Natural  Resources 

22.3 

4.75 

NA 

45.7 

800-826-1115 

CGM  REALTY 

Real  Estate 

110.2 

No  load 

1.00 

44.1 

800-345-404B 

ROBERTSON  STEPHENS  PARTNERS 

Small-cap  Value 

116.4 

No  load 

2.41 

43.2 

800-766-3863 

ROBERTSON  STEPHENS  GLOB.  NAT. 

Natural  Resources 

119.1 

No  load 

2.60 

41.2 

800-766-3863 

LINDNERRYBACK  SM.-CAP  INV. 

Small-cap  Value 

13.7 

No  load 

1.22 

41.2 

314-727-5305 

CRM  SMALL  CAP  VALUE 

Small-cap  Value 

57.8 

No  load 

1.49 

39.0 

800-276-2883 

DREYFUS  AGGRESSIVE  VALUE 

Mid-cap  Growth 

33.6 

No  load 

NA 

38.9 

800-645-6561 

*  Pretax  return,  includes  appreciation  plus  reinvestment  of  dividends  and  capital  gains  '"Deferred  sales  charge  DATA:  MORNINGSTAR  INC. 
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A 


[  Second  Place,  Evolution  ] 


Nobody  wants  to  finish  second.  That's  why  IKON  Office  Solutions'"  helps  you  compete  better.  By  offering  copier 
systems  and  Integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy 
center  And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies 
iike  Oce,  Canon,  IBM,  Microsoft,  Novell,  Sharp,  Ricoh  and  Compaq.  All  backed  by  a  National  Service  Guarantee. 
And  all  designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us. 


Microsoft  is  a  registered  trademark  of  t^icrosoft  in  tfie  U.S.  and  other  countries.  The  \BM  logo  is  a  trademark  of  International  Business  Machines  Corporation.  Novell  is  a  registered 
trademark  of  Novell  Inc.  Compaq  is  a  registered  trademark  of  Compaq  Computer  Corporation.  All  other  brand  and  product  names  are  the  trademarks  of  their  respective  holders. 


Work 

toWin; 


www.IKON.com 


Equity  Funds 

MUTUAL  FUND  SCOREBOARD 


How  to  Use  the  Tables 

BUSINESS  WEEK  RATINGS 

Overall  ratings  are  based  on  five- 
year  risk-adjusted  returns.  They 
are  calculated  by  subtracting  a 
fund's  risk-of-loss  factor  (see 
RISK)  from  historical  pretax  total 
return.  To  get  a  positive  rating, 
the  fund  must  beat  the  S&P  500 
on  a  risk-adjusted  basis.  Category 
ratings  are  based  on  risk-adjusted 
returns  of  the  funds  in  that  cate- 
gory. The  ratings  are  as  follows: 


♦  *  SUPERIOR 

♦  *        VERY  GOOD 

♦  GOOD 

AVG  AVERAGE 

BELOW  AVERAGE 

♦  ♦  POOR 

♦  ♦  •••  VERY  POOR 
MANAGEMENT  CHANGES 

X  indicates  the  fund's  manager 
has  held  the  job  at  least  10 
years;  A  indicates  a  new  manager 
since  Dec.  31,  1995. 


S&P  SOO  COMPARISON 

The  pretax  total  returns  for  the 
S&P  500  are  as  follows:  1996, 
22.9%;  three-year  average 
(1994-1996),  19.7%;  five-year 
average  (1992-96),  15.2%;  10- 
year  average  (1987-96),  15.3%. 
CATEGORY 

Each  U.S.  diversified  fund  is  clas- 
sified by  market  capitalization  of 
the  stocks  in  the  portfolio  and  by 
the  nature  of  those  stocks.  If  the 
median  market  cap  is  greater 
than  $5  billion,  the  fund  is  large- 
cap;  from  $1  billion  to  $5  billion, 


mid-cap;  and  less  than  $ 
small-cap.  "Value"  funds 
those  whose  stocks  have  i 
earnings  and  price-to-boo?i 
lower  than  that  of  the  S&l 
"Growth"  funds  have  higf 
average  p-e's  and  p-b's.  " 
funds  are  those  in  whicn 
ratios  are  about  average, 
mix  stocks  and  bonds,  an 
biy  other  assets.  World  fu 
erally  include  U.S.  stocks 
funds  do  not.  Sector  and 
foreign  funds  are  as  indic 


FUND                                            OVERALL  RATING 

CATEGORY 

RATING 

SIZE 

FEES 

1996  RETUR0 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG 

SALES 

EXPENSE 

PRE- 

AFTEfil 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

SMIL 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

TAX  It; 

nninpctir  Muhriri 

445  9 

61 

nU  lUdU 

0  88 

ll.S 

AARP  CAPITAL  GROWTH 

L3rg6*c3p  BIsnd 

877  2 

24 

Nn  Inari 
nu  lUdU 

0  90 

20.6 

17.4 

AARP  f^RnWTH  A  INPOMF  A. 

1  srop.psn  Ripnri 
Ldlgc  Udp  OICIIU 

4606.5 

41 

No  load 

0.69 

21.6 

19.-1 

Cmall.ran  Hrnuuth 
Ollldll  Udp  UIUWIII 

2853.7 

19 

No  load 

0.57 

22.6 

19 

7 

ACORN  INTERNATIONAL 

Foreign 

1771.7 

39 

No  load 

1.20 

20.7 

20.C 

AIM  A^f^OF^^IVP  tiOnWTU 

ollldll'LdfJ  UIUWIII 

2724  0 

18 

5.50t 

1  .ost 

l*r.O 

12.'!| 

AIM  RAI  AMf^Pn  A 

AVG 

uuiiicdiii.  nyuriu 

333  7 

263 

4  75 

1  43t 

19.3 

i7.e| 

AIM  Rl  IIP  PUiP  A  H. 

AVG 

Ldrgc-Ldp  ufuWIII 

158.0 

115 

5.50 

1.26t 

23.8 

18.(1 

AIM  PUARTFP  A 

AVG 

L3rge-C3p  BIsnti 

2804.2 

35 

5.50 

1.17t 

19.6 

17. 

AIM  CONSTELLATION  A 

♦ 

Mid-cap  Growth 

AVG 

11915.2 

62 

5.50 

1.20t 

16.3 

15. 

1 

AIM  GLOBAL  AGGRESSIVE  GROWTH  A 

World 

0  J3 

A  1^ 

9  11  + 

^0.  J 

23. 

AIM  GLOBAL  GROWTH  B 

World 

1  AO  ^ 

c  nn** 

0  RAi 

19.3 

19. 

AIM  GLOBAL  UTILITIES  A 

Utilities 

162.9 

-A 

5.50 

1.21t 

13.9 

12. 

AIM  GROWTH  B 

Mid-cap  Growth 

280.4 

103 

5.00** 

2.13t 

17.6 

16. 

AIM  INTERNATIONAL  EQUITY  A 

Foreign 

1223.5 

73 

5.50 

1.67t 

19.0 

18. 

AIM  SUMMIT 

♦ 

Mid-cap  Blend 

1305.6 

24 

8.50 

0.71 

19.9 

16. 

AIM  VALUE  A 

Mid-cap  Blend 

* 

5128.4 

51 

5.50 

1.12t 

14.5 

12. 

AIM  WEINGARTEN  A 

Mid-cap  Blend 

5109.9 

12 

5.50 

1.20t 

17.7 

14.1' 

ALGER  CAPITAL  APPRECIATION 

Mid-cap  Growth 

156.0 

215 

5.00** 

3.43t 

13.8 

13.1 

ALGER  GROWTH  X 

Mid-cap  Growth 

AVG 

288.8 

67 

5.00** 

2.07t 

12.3 

11. 

ALGER  MIDCAP  GROWTH 

Mid-cap  Growth 

138.9 

130 

5.00** 

2.34t 

12.0 

11. 

ALGER  SMALL  CAPITALIZATION  X 

Mid-cap  Growth 

582.6 

18 

5.00** 

2.11t 

4.2 

-0. 

ALLIANCE  A  X 

Large-cap  Blend 

958.5 

7 

4.25 

1.08t 

17.5 

12. 

ALLIANCE  GROWTH  &  INCOME  A 

AVG 

Large-C3p  Blend 

AVG 

588.2 

23 

4.25 

1.05t 

24.1 

19. 

ALLIANCE  GROWTH  B 

* 

Large-cap  Blend 

AVG 

2717.2 

62 

4.00** 

2.05t 

22.3 

21. 

ALLIANCE  INTERNATIONAL  A 

Foreign 

193.4 

12 

4.25 

1.72t 

7.2 

5. 

ALLIANCE  PREMIER  GROWTH  B 

L3rge-cap  Blend 

406.9 

70 

4.00** 

2.43t 

23.3 

21. 

ALLIANCE  QUASAR  A 

Sm3ll-C3p  Growth 

* 

249.7 

58 

4.25 

1.79t 

32.6 

27. 

1! 

ALLIANCE  TECHNOLOGY  B 

Technology 

665.7 

137 

4.00** 

2.48t 

18.5 

18. 

ALLIANCE  WORLDWIDE  PRIVATIZATION  A 

Foreign 

529.4 

-25 

4.25 

1.87t 

23.1 

18. 

AMCAP  X 

♦ 

L3rge-cap  Growth 

3784.1 

7 

5.75 

0.71 1 

14.2 

11. 

AMCORE  VINTAGE  EQUITY 

Large-cap  Blend 

252.2 

29 

No  load 

1.09t 

21.4 

20. 

AMERICA'S  UTILITY 

Utilities 

143.2 

-11 

No  load 

1.21 

5.5 

4. 

AMERICAN  BALANCED  X 

Domestic  Hybrid 

3941.3 

29 

5.75 

0.67t 

13.2 

10. 

AMERICAN  CENT.  BALANCED  (b) 

Domestic  Hybrid 

878.4 

5 

No  load 

0.98 

12.6 

9. 

AMERICAN  CENT.  EQUITY  GROWTH  (c)  A 

AVG 

Large-cap  Value 

274.3 

72 

No  load 

0.71 

20.1 

17. 

i:. 

AMERICAN  CENT.  EQUITY  INCOME  (d) 

Mid-cap  Value 

187.2 

93 

No  load 

0.98 

23.3 

19. 

11 

AMERICAN  CENT.  GLOBAL  GOLD  (e) 

Precious  Metals 

433.5 

-20 

No  load 

0.61 

-2.8 

-A. 

AMERICAN  CENT.  INCOME  &  GROWTH  (f) 

Large-csp  Value 

AVG 

715.1 

91 

No  load 

0.67 

23.9 

20. 

AMERICAN  CENT.  UTILITIES  (g) 

Utilities 

144.6 

-33 

No  load 

0.75 

4.5 

3. 

AMERICAN  CENT.  VALUE  (h) 

Mid-cap  Value 

1 548.2 

137 

No  load 

0.97 

24.3 

20. 

AMERICAN  CENT.-20THC.  GIFTRUST  (!) 

Small-csp  Growth 

874.4 

45 

No  l03d 

0.98 

5.8 

4. 

!t: 

AMERICAN  CENT.-20THC.  GROWTH  (j)  X 

Large-cap  Growth 

4667.2 

-A 

No  load 

1.00 

15.0 

14 

i: 

AMERICAN  CiLNT.-aOTHC.  HERITAGE  (k) 

Mid-cap  Growth 

AVG 

1125.5 

10 

No  load 

0.99 

15.3 

13. 

r 

AMERICAN  CENT.-20THC.  INTL.  DIS.  (1) 

Foreign 

390.0 

222 

2.00* 

2.00 

31.2 

29. 

•Includes  redemption  fee.  '  'Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  tNot  currently  accepting  new  accounts.  §Less  ttian  0.5%  of  assets.  NA=Not  available.  NM=Nt 
(a)  Formerly  Baird  Blue  Chip,  (b)  Formerly  Twentieth  Century  Balanced  Investors,  (c)  Formerly  Benham  Equity  Growth,  (d)  Formerly  Twentieth  Century  Equity-Income,  (e)  Formerly 
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ARGE 

f  buying  a  fund.  Many 
this  "load"  out  of  the 
stment,  and  for  ratings 
returns  are  reduced  by 
ges.  Loads  may  be 
vithdrawals. 
RATIO 

■or  1996  as  a  percent- 

■age  net  assets,  a  mea- 

v  much  shareholders 

nagement.  Footnotes 

the  ratio  includes  a 

an,  which  spends 

r  money  on  marketing. 

:e  IS  1.29%. 

OTAL  RETURN 

3t  gam  to  investors, 

emvestment  of  divi- 

capital  gams  at 

prices. 

TOTAL  RETURN 

irn  adjusted  for  federal 
umes  ordinary  income 


and  capital  gains  taxed  at  highest 
rate  applicable  in  each  year;  uses 
31%  tax  rate  on  income  since 
1991.  Capital  gams  are  assumed 
to  be  long-term. 
YIELD 

Income  distributions  as  a  percent 
of  net  asset  value,  adjusted  for 
capital  gains  distributions. 
TREND 

A  fund's  relative  performance 
during  the  four  30-month  peri- 
ods from  Jan.  1,  1987  to  Dec. 
31,  1996.  Boxes  read  from  left 
to  right,  and  the  level  of  green 
indicates  performance  relative  to 
all  other  funds  in  that  period:  ■ 
for  the  top  quartile;  B  for  the 
second  quartile;  U  for  the  third 
quartile;  □  for  the  bottom  quar- 
tile. An  empty  box  indicates 
no  data  for  that  period. 
TURNOVER 

Trading  activity,  the  lesser  of  pur- 


chases or  sales  divided  by  aver- 
age monthly  assets. 
%  CASH 

Portion  of  fund  assets  not  invest- 
ed in  stocks  or  bonds.  A  negative 
number  means  the  fund  has  bor- 
rowed to  buy  securities. 
%  FOREIGN 

Portion  of  funds  assets  invested 
in  non-U. S.  securities. 
PRICE-EARNINGS  RATIO 

The  average,  weighted  price-earn- 
ings ratio  of  stocks  in  a  fund's 
portfolio,  based  on  last  12 
months'  earnings. 
UNTAXED  GAINS 
Percentage  of  assets  in  portfolio 
that  are  unrealized  and  undistrib- 
uted capital  gains.  A  negative 
figure  indicates  losses  that  may 
offset  future  gains. 
LARGEST  HOLDING 
Comes  from  the  latest  available 
fund  reports. 


RISK 

Potential  for  losing  money  in  a 
fund,  or  risk-of-loss  factor.  For 
each  fund,  the  three-month  Trea- 
sury bill  return  is  subtracted  from 
the  monthly  total  return  for  each 
of  the  60  months  in  the  ratings 
period.  When  a  fund  has  not  per- 
formed as  well  as  Treasury  bills, 
the  monthly  result  is  negative. 
The  sum  of  these  negative  num- 
bers is  divided  by  the  number  of 
months.  The  result  is  a  negative 
number,  and  the  greater  its  mag- 
nitude, the  higher  the  risk  of  loss. 
This  number  is  the  basis  for  BW 
ratings,  category  ratings,  and  the 
RISK  column. 

BEST  &  WORST  QUARTERS 

The  fund's  highest  and  lowest 
quarterly  returns  of  the  past  five 
years. 


WUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 


5  YEARS 

10  YEARS 

BW  10-YEAR 

TURNOVER 

CASH 

FOREIGN 

P-E 

UNTAXED 

LARGEST  HOLDING 

LEVEL 

BEST 

WORST 

PRETAX  AFTERTAX 

PRETAX  AFTERTAX 

ANALYSIS 

% 

% 

RATIO  GAINS  (%) 

COMPANY  (%  ASSETS) 

QTR 

%RET 

QTR 

%RET 

i  years  of  data  available 

(111) 

1  1  1  M 

Low 

3 

1 1 

22 

17 

Xerox(l) 

800-322-2282 

11.5  9.8 

13.3 

11.4 

^il  y 

Average 

1  z 

21 

38 

newteti-racKaroio; 

High 

mo 

I  OA 

1 

Q  1 
~o.  1 

onn  "300  ooQO 

15.9  14.2 

13.9 

12.0 

Low 

2 

15 

22 

34 

Xerox(3) 

Low 

n  95 

8.8 

I  94 

-3.3 

800-322-2282 

17.6  15.5 

16.1 

13.5 

mm 

i  1  1  u 

Low 

2 

20 

26 

43 

Newell(2) 

Average 

IJL  9Z 

1  o.u 

—u.o 

800-922-6769 

Low 

8 

98 

25 

23 

WM-Data  CI  8(3) 

800-922-6769 

24.9  24.0 

18.8 

17.4 

Average 

6 

2 

38 

28 

Cascade  Communs.d) 

High 

m92 

26.4 

0  92 

-12.5 

800-3474246 

14.0  13.0 

11.4 

9.7 

1  W_M 
1— ^Mb 

Average 

9 

1 3 

27 

10 

Gucci  Group(1 ) 

Average 

n  95 

1 1 .0 

0  92 

-4.1 

oOU-34/-424b 

12.9  11.0 

13.8 

12.6 

Average 

5 

7 

25 

18 

General  Electrjc(4) 

Average 

T  QI^ 
1  90 

Q  1 

1  9Z 

—4.  1 

800-347-4246 

11.4  9.6 

15.1 

12.4 

High 

2 

9 

26 

17 

FNIVIA(2) 

Average 

11  93 

111 

1  9Z 

_A  1 
— *f .  1 

800-347-4246 

16.6  16.0 

19.2 

16.5 

mm 

Average 

7 

5 

33 

24 

Cisco  Systemsd) 

High 

EE  92 

19.6 

n  92 

-9.3 

800-347-4246 

years  of  data  available 

1  i  1  1! 

1 II II 

Average 

4 

52 

29 

14 

Bank  Intl.  Indonesiad) 

800-347-4246 

years  of  data  available 

Average 

4 

62 

26 

8 

Hang  Seng  Bankd ) 

800-347-4246 

9.4  7.5 

LMJd 

Average 

2 

30 

19 

9 

Ameritech(3) 

Average 

IS96 

10.0 

194 

-7.8 

800-347-4246 

1  M  y 

1  M  U 

Average 

6 

5 

30 

15 

FORE  Systemsd) 

800-347-4246 

Average 

6 

100 

26 

18 

HSBC  Holdings  (HK)(1) 

800-347-4246 

12.2  9.9 

14.3 

11.9 

JLM 

High 

3 

5 

28 

27 

NiKed) 

High 

0  95 

13.8 

192 

-6.4 

800-3474246 

17.1  15.4 

18.4 

15.6 

High 

21 

17 

22 

11 

Anieritech(2) 

Average 

n95 

12.2 

094 

-4.2 

800-347-4246 

9.6  7.3 

15.1 

13.0 

rmi 

High 

6 

11 

29 

24 

SLMA(2) 

High 

n95 

12.5 

192 

-7.6 

800-347-4246 

Very  high 

-5 

8 

39 

9 

Cisco  SystemsO) 

800-992-3863 

15.4  14.0 

15.7 

14.4 

High 

5 

6 

31 

13 

Cisco  SystetnsO) 

High 

n95 

17.5 

0  94 

-6.4 

800-992-3863 

III! 

High 

6 

4 

36 

11 

Service  lnternational(3) 

800-992-3863 

11.7  9.7 

18.5 

16.4 

High 

4 

5 

43 

36 

Cascade  Conimuns.(3) 

Very  high 

n95 

22.8 

0  92 

-10.9 

800-992-3863 

15.2  11.2 

14.7 

10.2 

BOi 

Average 

3 

4 

24 

22 

Philip  Morris(5) 

Average 

n95 

13.5 

194 

-3.8 

800-227-4618 

13.5  10.4 

13.3 

8.6 

High 

3 

3 

22 

31 

AT&T(4) 

Average 

n95 

11.5 

194 

-4.0 

800-2274618 

16.9  15.2 

Average 

4 

5 

27 

16 

Cisco  Systenis(6) 

Average 

IS  92 

14.4 

194 

-3.5 

800-227-4618 

8.4  6.9 

7.6 

4.7 

M  M  1 

Average 

0 

100 

28 

10 

DDI(2) 

High 

193 

8.7 

0192 

-6.9 

800-2274618 

i  1  1  ■ 
■  ■ 

High 

3 

3 

23 

13 

Philip  Morris(7) 

800-2274618 

16.7  13.0 

13.4 

10.3 

High 

7 

6 

32 

27 

Nine  West  Group(3) 

High 

196 

18.8 

0  92 

-10.5 

800-227-4618 

\\\m 

rrra 

Average 

13 

5 

39 

12 

Cisco  Systems(5) 

800-227-4618 

rears  of  data  available 

Low 

0 

96 

19 

17 

Pharmacia  &  Upjohn(3) 

800-2274618 

11.8  9.0 

13.5 

10.6 

Low 

11 

4 

28 

30 

Medtronic(4) 

Average 

n95 

9.6 

194 

-3.0 

800-421-4120 

NIB 

rma 

Low 

1 

1 

24 

28 

Hewlett-Packard(2) 

800-438-6375 

Low 

5 

1 

16 

6 

Potomac  Electric  Power(4) 

800-487-3863 

12.0  9.6 

11.9 

9.1 

Low 

16 

6 

19 

13 

Phillips  Petroleum(2) 

Very  low 

195 

7.5 

194 

-3.7 

8004214120 

6.6  4.9 

111! 

Average 

5 

3 

32 

15 

HFS(2) 

Average 

0  95 

8.6 

192 

-6.7 

800-345-2021 

13.4  11.4 

CELH 

High 

1 

0 

18 

21 

S&P  500  Index  (Fut)(3) 

Average 

n95 

9.6 

192 

-5.3 

800-331-8331 

ears  of  data  available 

MM! 

High 

3 

2 

20 

11 

Giant  Food  CI  A(4) 

800-345-2021 

7.9  7.5 

mn 

Low 

0 

74 

44 

18 

BarrickGoldd4) 

Very  high 

0  93 

34.3 

DZ94 

-17.6 

800-331-8331 

15.2  13.2 

1  1  1  u 

Average 

1 

1 

18 

18 

S&P  500  Index  (Fut)(4) 

Low 

0  95 

9.4 

194 

800-331-8331 

Average 

2 

6 

17 

3 

Bell  Atlantic(5) 

800-331-8331 

1 II  ■ 

High 

3 

3 

20 

11 

Giant  Food  CI  A(4) 

800-345-2021 

6 

20.8  18.5 

21.8 

19.5 

High 

3 

9 

50 

21 

PMT  Services(5) 

Very  high 

12  92 

28.8 

0  92 

-15.0 

800-345-2021 

7 

6.3  3.7 

13.9 

11.2 

■m 

High 

5 

7 

31 

12 

Newbridge  Networks(4) 

High 

0  95 

12.1 

12  95 

-8.4 

800-345-2021 

2 

12.7  10.7 

1  M  U 

High 

0 

14 

30 

21 

Conseco(3) 

High 

0195 

11.8 

0  92 

-7.9 

800-345-2021 

n 

!ars  of  data  available 

High 

0 

99 

26 

16 

Getinge  Industrier  CI  B(3) 

800-345-2021 

Formerly  Benham  Income  &  Growth,  (g)  Formerly  Benham  Utilities  Income,  (h)  Formerly  Twentieth  Century  Value,  (i)  Formerly  Twentieth  Century  Giftrust  Investors,  (j)  For- 
entury  Growth  Investors,  (k)  Formerly  Twentieth  Century  Heritage  Investors.  (I)  Formerly  Twentieth  Century  Intl.  Emerging  Grth.  DATA;  MORNINGSTAR,  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND                                            OVERALL  RATING 

CATEGORY  ' 

RATING 

SIZE 

FEES 

1996  RETUR 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

PRE- 

AFTER' 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

SMIL. 

1995-6 

CHARGE (%) 

RATIO  (%) 

TAX 

TAX 

AMERICAN  CENT.-20THC.  INTL.  GROWTH  (m)  &AVG 

Foreign 

1364.8 

8 

No  load 

1.77 

14.4 

11.1 

AMERICAN  CENT.-20THC.  SELECT  (n) 

Large-cap  Blend 

4060.5 

2 

No  load 

1.00 

19.2 

16.C 

AMERICAN  CENT.-20THC.  ULTRA  (o)  X 

Large-cap  Growth 

18418.8 

27 

No  load 

1.00 

13.9 

12.C 

AMERICAN  CENT.-20THC.  VISTA  (p)  X 

Mid-cap  Growth 

2236.1 

26 

No  load 

0.99 

7.6 

5.2, 

AMERICAN  GAS  INDEX 

AVG 

Natural  Resources 

228.7 

7 

No  load 

0.85 

20.8 

19.7' 

AMERICAN  MUTUAL  X 

Large-cap  Value 

AVG 

7981.7 

15 

5.75 

0.59t 

16.2 

13.:] 

AMERICAN  NATIONAL  GROWTH 

Large-cap  Blend 

152.8 

13 

5.75 

0.98 

17.6 

16.cj 

AMERICAN  NATIONAL  INCOME  A 

-* 

Large-cap  Blend 

AVG 

165.8 

18 

5.75 

1.12 

16.5 

14.9 

AMSOUTH  BALANCED 

Domestic  Hybrid 

AVG 

356.7 

12 

4.50 

0.98 

9.7 

7.3 

AMSOUTH  EQUITY 

-* 

Large-cap  Value 

397.9 

18 

4.50 

1.02 

15.8 

13.9 

ARIEL  APPRECIATION 

AVG 

Small-cap  Blend 

AVG 

146.3 

5 

No  load 

1.36t 

23.7 

21.; 

ARTISAN  INTERNATIONAL 

Foreign 

191.5 

NM 

No  load 

2.50 

34.4 

34.1 

ARTISAN  SMALL  CAP 

Small-cap  Blend 

296.1 

10 

No  loadt 

2.00 

11.9 

9.t 

BABSON  ENTERPRISE  X 

** 

Small-cap  Value 

AVG 

191.6 

-5 

No  loadi 

1.09 

21.3 

16.; 

BABSON  GROWTH  & 

Large-cap  Blend 

-* 

311.2 

15 

No  load 

0.85 

21.8 

17.' 

BABSON  VALUE  X 

Large-cap  Value 

783.7 

154 

No  load 

0.98 

22.7 

21.: 

BARON  ASSET 

-* 

Small-cap  Growth 

1326.3 

276 

No  load 

1.40t 

22.0 

21.! 

BARON  GROWTH  &  INCOME 

Small-cap  Growth 

244.0 

494 

No  load 

1.50t 

27.7 

27.;.' 

BERGER  100 

Mid-cap  Growth 

2003.8 

-7 

No  load 

1.42t 

13.7 

9.': 

BERGER  GROWTH  &  INCOME  (q) 

AVG 

Large-cap  Blend 

320.9 

-8 

No  load 

1.56t 

15.6 

1 1.1' 

BERGER  SMALL  COMPANY  GROWTH 

Small-cap  Growth 

782.0 

37 

No  load 

1.68t 

16.8 

15.: 

BERNSTEIN  EMERGING  MKTS.  VALUE 

Diversified  Emerging  Mkts. 

297.2 

206 

2.00* 

1.92 

7.1 

6.! 

BERNSTEIN  INTERNATIONAL  VALUE 

Foreign 

3370.7 

55 

No  load 

1.31 

17.5 

15.: 

BERWYN  INCOME 

-*'«"*' 

Domestic  Hybrid 

137.2 

15 

No  loadt 

0.73 

14.0 

10. 

WILLIAM  BLAIR  GROWTH 

AVG 

Mid-cap  Growth 

501.6 

38 

No  load 

0.65 

18.0 

16. 

BNY  HAMILTON  EQUITY-INCOME 

Large-cap  Blend 

203.4 

20 

No  load 

I.OOt 

19.6 

16.:- 

BRANDYWINE  X 

■» 

Mid-cap  Growth 

-* 

6546.9 

55 

No  load 

1.06 

24.9 

23.1;, 

BT  INVESTMENT  EQUITY  SOO  INDEX 

Large-cap  Blend 

447.5 

62 

No  load 

0.25 

22.8 

21.''--.' 

BT  INVESTMENT  EQUITY  APPREC.  & 

Mid-cap  Growth 

154.7 

41 

No  load 

1.00 

9.6 

BT  INVESTMENT  INTL.  EQUITY 

Foreign 

197.8 

131 

No  load 

1.50 

21.3 

20. : 

BT  INVESTMENT  SMALL  CAP  &, 

Small-cap  Growth 

192.0 

18 

No  load 

1.25 

6.9 

4. 

CALVERT  SOCIAL  INV.  MANAGED  A 

AVG 

Domestic  Hybrid 

602.9 

5 

4.75 

1.26+ 

9.0 

6. 

CALVERT  STRATEGIC  GROWTH  A 

Domestic  Hybrid 

137.4 

1 

4.75 

2.29t 

14.3 

12. 

CALVERT  WORLD  VALUE  INTL.  EQ.  A  (r) 

Viforld 

200.3 

5 

4.75 

1.79t 

12.0 

11. 

CAPITAL  INCOME  BUILDER 

Domestic  Hybrid 

-* 

5809.2 

21 

5.75 

0.72t 

17.6 

15. 

CAPITAL  WORLD  GROWTH  &  INCOME 

World 

5213.0 

40 

5.75 

0.88t 

21.6 

19. 

CARDINAL  A 

AVG 

Large-cap  Value 

238.3 

3 

4.50 

0.70[ 

19.4 

14.1:; 

CENTURY  SHARES  X 

AVG 

Financial 

270.8 

1 

No  load 

0.94 

17.2 

15.;: 

CGM  CAPITAL  DEVELOPMENT  X 

♦ 

Mid-cap  Blend 

615.8 

18 

No  loadt 

0.85 

28.1 

22. 

CGM  MUTUAL  X 

AVG 

Large-cap  Value 

1182.8 

2 

No  load 

0.91 

23.7 

18.|.. 

CHESAPEAKE  GROWTH 

Small-cap  Blend 

501.4 

18 

3.00* 

1.42 

10.8 

9. 

CHICAGO  TRUST  ASSET  ALLOCATION 

Domestic  Hybrid 

162.5 

3 

No  load 

NAt 

16.6 

15. 

CHICAGO  TRUST  GROWTH  &  INCOME 

Large-cap  Blend 

215.2 

17 

No  load 

1.09t 

25.4 

24. 

CITIZENS  INDEX  A 

Large-cap  Growth 

161.9 

31 

No  load 

1.82t 

23.1 

22. 

CLIPPER  X 

-* 

Large-cap  Value 

542.8 

35 

No  load 

1.11 

19.4 

17 

COHEN  &  STEERS  REALTY  SHARES 

Real  Estate 

2036.4 

157 

No  load 

1.12 

38.5 

36, 

COLONIAL  A 

Mid-cap  Value 

♦ 

799.7 

17 

5.75 

1.16t 

16.7 

14 

COLONIAL  GLOBAL  UTILITIES  A 

AVG 

Utilities 

-* 

174.9 

-18 

5.75 

1.29t 

12.7 

11 

COLONIAL  GROWTH  SHARES  A  X 

AVG 

Mid-cap  Blend 

AVG 

270.6 

37 

5.75 

1.12t 

20.5 

16 

COLONIAL  NEWPORT  TIGER  A 

Pacific  ex-Japan 

575.3 

194 

5.75 

NAt 

10.9 

10 

COLONIAL  U.S.  FUND  FOR  GROWTH  B  & 

Large-cap  Blend 

341.3 

31 

5.00" 

2.20t 

18.8 

16 

COLONIAL  UTILITIES  B 

Utilities 

729.2 

-15 

5.00** 

1.96t 

5.2 

4 

COLUMBIA  BALANCED 

Domestic  Hybrid 

672.6 

38 

No  load 

0.69 

1 1.8 

8 

COLUMBIA  COMMON  STOCK  A 

Large-cap  Blend 

536.8 

50 

No  load 

0.80 

20.9 

16 

COLUMBIA  GROWTH 

AVG 

Large-cap  Growth 

1064.1 

25 

No  load 

0.75 

20.9 

15 

COLUMBIA  SPECIAL  A 

Mid-cap  Growth 

1585.3 

15 

No  load 

0.98 

13.0 

7 

1 

COMMERCE  GROWTH 

Mid-cap  Growth 

225.3 

51 

3.50 

1.11 

22.5 

20, 

COMMON  SENSE  GROWTH  &  INCOME  1 

AVG 

Large-cap  Blend 

♦ 

1004.6 

26 

8.50 

0.96 

17.9 

13, 

COMMON  SENSE  GROWTH  1  A 

AVG 

Large-cap  Growth 

•* 

3189.0 

37 

8.50 

1.00 

18.9 

16 

COMPOSITE  BOND  &  STOCK  A 

«"* 

Large-cap  Value 

AVG 

266.0 

20 

4.50 

1.02t 

13.6 

10 

COMPOSITE  GROWTH  &  INCOME  A 

-* 

Large-cap  Value 

194.2 

37 

4.50 

1.07t 

22.3 

19 

COMPOSITE  NORTHWEST  A 

Mid-cap  Blend 

191.3 

19 

4.50 

I.IOt 

22.6 

19 

COMSTOCK  PARTNERS  CAP  VAL.  A  (s) 

International  Hybrid 

179.0 

-29 

4.50 

1.69t 

-5.7 

-7 

COMSTOCK  PARTNERS  STRATEGY  O 

♦ 

International  Hybrid 

157.7 

-37 

4.50t 

1.23t 

-0.9 

-3 

CRABBE  HUSON  EQUITY  PRIM. 

Mid-cap  Value 

AVG 

405.5 

-6 

No  load 

1 .40t 

11.7 

9 

CRABBE  HUSON  SPECIAL  PRIM. 

AVG 

Small-cap  Blend 

♦ 

435.6 

-53 

No  load 

1.40t 

5.9 

5 

DAVIS  N.Y.  VENTURE  A  X 

AVG 

Large-cap  Value 

2658.8 

48 

4.75 

0.87t 

26.5 

2A 

DEAN  WITTER  AMERICAN  VALUE 

Large-cap  Growth 

♦ 

3099.5 

30 

5.00** 

1.61t 

10.5 

7 

DEAN  WITTER  CAPITAL  APPRECIATION 

Small-cap  Growth 

325.2 

180 

5.00** 

NAt 

23.1 

23 

DEAN  WITTER  CAPITAL  GROWTH  A 

Mid-cap  Blend 

499.4 

-3 

5.00** 

1.89t 

10.7 

'Includes  redemption  fee.  "Includes  deferred  sales  charge.  tl2(b)-l  plan  m  effect.  tNot  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NM=NII 
(m)  Formerly  Twentieth  Century  Intl.  Equity,  (n)  Formerly  Twentieth  Century  Select  Investors,  (o)  Formerly  Twentieth  Century  Ultra  Investors,  (p)  Formerly  Twentieth  Century  Va 
(q)  Formerly  Berger  101.  (r)  Formerly  Calvert  World  Values  Global  Equity  A.  (s)  Formerly  Dreyfus  Capital  Value  A  (Premier).  i 


84  BUSINESS  WEEK  /  FEBRUARY  3,  1997 


Equity  Funds 


WNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 


5  YEARS 

10  YEARS 

BW  10-YEAR 

TURNOVER 

CASH 

FOREIGN 

PI 

UNTAXED 

LARGEST  HOLDING 

LEVEL 

BEST 

WORST 

X    PRETAX  AFTERTAX 

PRETAX  AFTERTAX 

ANALYSIS 

% 

% 

RATIO 

GAINS  (%) 

COMPANY  (%  ASSETS) 

QTR 

%RET 

QTR 

%RET 

12.8  11.2 

LUU 

High 

0 

98 

28 

15 

Sandoz  (Reg)(5) 

Average 

1  O  T 
t  o.o 

—0.3 

800-345-2021 

8.1  5.3 

11.7 

8.9 

ULU 

High 

2 

6 

29 

21 

Tyco  lnternational(3) 

High 

n  95 

8.8 

I  92 

-7.3 

800-345-2021 

13.3  12.4 

20.2 

18.1 

Average 

1 

5 

35 

30 

Cisco  Systems(6) 

Very  high 

E92 

19.1 

0  92 

-11 

800-345-2021 

11.2  9.1 

15.2 

13.6 

M-B 

High 

4 

4 

52 

30 

PairGain  Technologies(7) 

Very  high 

in  94 

18.4 

0  92 

-10.2 

800-345-2021 

13.1  11.7 

LLU 

Very  Iovk 

2 

NA 

18 

24 

PanEnergy(5) 

Average 

193 

15.1 

IS93 

-7.0 

800-343-3355 

13.6  10.8 

12.8 

inn 
1  U.U 

Low 

19 

1 

19 

30 

DuPont(2) 

Low 

1  95 

7.5 

I  94 

-<S.Z 

800-421-4120 

10.1  7.1 

12.3 

8.9 

Uii^ 

Low 

4 

4 

23 

22 

PepsiCo(2) 

Average 

I  95 

8.4 

I  92 

-7.5 

800-231-4639 

11.2  8.5 

12.4 

9.4 

1  hri  li' 

Average 

6 

1 

21 

21 

PepsiCo(3) 

Low 

195 

8.1 

194 

-4.1 

800-231-4639 

10.9  9.0 

LLMJ 

Ly^ 

Lov^ 

2 

3 

22 

15 

AmSouth  Prime  Obligations(3)  Very  low 

195 

7.4 

194 

-2.5 

800-451-8379 

14.1  12.3 

Low 

0 

3 

22 

23 

Gannett(2) 

Low 

195 

9.3 

194 

-2.8 

800-451-8379 

11.5  10.0 

LO<N 

1 

NA 

22 

40 

Rouse(5) 

Average 

Lit 

117 
11./ 

I 

1  y** 

A  Q 

800-292-7435 

ie  years  of  data  available 

Mill 

2 

100 

18 

9 

Astra  CI  8(3) 

800-344-1770 

>e  years  of  data  available 

1  II  II 

1 

3 

22 

13 

Zale(3) 

800-344-1770 

15.9  12.3 

14.0 

10.9 

Very  low 

5 

3 

19 

25 

Helen  of  Troy(2) 

Low 

192 

13.8 

0  92 

-A.3 

800-422-2766 

13.9  11.5 

12.3 

9.1 

M  \uM 

Low 

2 

1 

26 

42 

American  Home  Products(3) 

Low 

195 

8.7 

194 

-3.1 

800-422-2766 

18.6  17.3 

14.6 

1  J.  1 

Very  low 

8 

8 

17 

16 

Apple  Computer(3) 

Low 

I  95 

9.7 

DZ  94 

-1 .7 

800-422-2766 

20.0  19.5 

Low 

0 

2 

31 

13 

Manor  Cared  1) 

Average 

I  96 

14.8 

n  92 

-8.6 

800-992-2766 

>e  years  of  data  available 

Mill 

Average 

1 

4 

30 

11 

Manor  Care(7) 

800-992-2766 

11.1  10.0 

18.1 

16.0 

■cy 

High 

6 

5 

34 

40 

Conseco(3) 

High 

IS  92 

18.2 

094 

-10.8 

800-333-1001 

11.0  10.0 

11.9 

10.1 

High 

9 

6 

29 

30 

Boeing(3) 

Average 

n95 

9.0 

IB  94 

-6.2 

800-333-1001 

Mil 

Average 

10 

5 

43 

32 

ACC(2) 

800-333-1001 

36  years  of  data  available 

II  II  1 

3 

NA 

20 

-7 

So.  Africa  Iron  &  Steel  lndl.(3) 

212-756-4097 

11  1  U 

Low 

2 

100 

23 

12 

HitachiO) 

212-756-4097 

14.2  11.1 

CBE] 

Low 

6 

14 

21 

7 

Gallon  Petroleum(2) 

Very  low 

192 

10.6 

IB  94 

-2.5 

800-992-6757 

15.1  12.9 

15.7 

12.3 

Low 

2 

7 

32 

30 

First  Data(3) 

Average 

ni93 

9.5 

192 

-5.0 

800-742-7272 

II  1  y 

Average 

4 

8 

23 

20 

Boeing(2) 

800-426-9363 

19.2  16.9 

19.2 

17.0 

Very  high 

1 

3 

31 

23 

lntel(4) 

High 

IS  92 

20.5 

n  92 

-8.6 

800-656-3017 

Mil 

Very  low 

2 

2 

24 

22 

General  Electric(3) 

800-730-1313 

1  II  I 

High 

10 

8 

37 

15 

Green  Tree  Financial(2) 

800-730-1313 

1  1  1  y 

Average 

8 

100 

24 

18 

ING(2) 

800-730-1313 

II  1  ■ 

High 

4 

3 

45 

19 

Transaction  Sys.  Architects  A(2) 

800-730-1313 

8.3  6.1 

9.4 

7.3 

High 

2 

5 

26 

11 

Albertson's(2) 

Low 

D  95 

7.2 

I  94 

-3.4 

800-368-2748 

'.e  years  of  data  available 

nry 

Very  high 

36 

5 

55 

16 

Vantive(4) 

800-368-2748 

M  1  u 

Average 

11 

99 

26 

6 

Sun  Hung  Kai  Properties(3) 

800-368-2748 

12.8  10.9 

1  Uiiii 

Low 

24 

26 

17 

16 

American  Home  Products(4) 

Very  low 

IS  96 

9.8 

194 

-5.8 

800-421-4120 

M  1  U 

Low 

9 

66 

20 

18 

ING(2) 

800-421-4120 

11.4  8.4 

11.8 

9.1 

Low 

3 

6 

23 

29 

Cincinnati  Financial(4) 

Low 

IS  96 

7.9 

IB  94 

-4.3 

800-848-7734 

14.0  12.4 

13.4 

11.0 

Very  low 

1 

NA 

15 

67 

American  Intl.  Group(9) 

Average 

IS  96 

12.4 

IB  93 

-8.6 

800-321-1928 

16.1  12.3 

19.2 

14.6 

Very  high 

3 

6 

24 

28 

Jones  Apparel  Group(6) 

High 

IS  92 

21.7 

IB  94 

-14.8 

800-345-4048 

12.4  9.7 

13.8 

10.6 

bAiy 

Very  high 

22 

NA 

24 

16 

Citicorp(7) 

Average 

IS  96 

12.8 

192 

-5.3 

800-345-4048 

1  M  W 

High 

1 

6 

24 

19 

System  Software  Assoc.(3) 

800-525-3863 

e  years  of  data  available 

Mill 

7 

NA 

28 

7 

Gillette(2) 

800-992-8151 

Mil 

Very  low 

7 

NA 

26 

17 

Royal  Dutch  Petroleum  (NY)(4) 

800-992-8151 

e  years  of  data  available 

Mill 

Very  low 

0 

0 

25 

24 

Coca-Cola(7) 

800-223-7010 

16.9  14.1 

15.0 

12.0 

KSi 

Low 

25 

2 

20 

29 

FHLMC(12) 

Average 

0  95 

12.7 

194 

-A.8 

800-776-5033 

18.9  16.7 

CZBi 

Low 

8 

NA 

29 

1 1 

Public  Storage(5) 

Average 

1  93 

20.5 

IB  93 

-6.9 

800-437-9912 

13.7  11.4 

12.3 

9.9 

Average 

5 

13 

18 

22 

OracleO) 

Low 

n  95 

9.0 

I  94 

-2.4 

800-248-2828 

9.5  7.8 

LLWU 

Average 

0 

45 

16 

5 

Korea  Electric  Power  (ADR)(3) 

Low 

193 

8.7 

194 

-^.3 

800-248-2828 

14.6  11.4 

14.7 

10.9 

High 

6 

NA 

27 

27 

Safeway(3) 

Average 

0  95 

11.4 

0  92 

^.8 

800-248-2828 

!  years  of  data  available 

II  M  1 

5 

100 

19 

11 

HSBC  Holdings  (HK)(5) 

800-248-2828 

II  1  M 

Average 

2 

0 

21 

24 

Merck(3) 

800-248-2828 

1  II  U 

cm 

Very  low 

0 

NA 

15 

-A 

Nynex(4) 

800-248-2828 

11.6  9.6 

High 

3 

2 

22 

11 

American  Home  Products(2) 

Very  low 

193 

6.3 

194 

-2.5 

800-547-1707 

15.6  13.5 

[TBI 

Average 

1 

2 

22 

19 

Service  lnternational(3) 

Low 

ID95 

8.4 

194 

-2.6 

800-547-1707 

15.1  11.8 

15.8 

12.0 

High 

1 

5 

27 

23 

Warnaco  Group  CI  A(4) 

Average 

IS  92 

12.5 

0  92 

-5.4 

800-547-1707 

15.6  12.0 

18.1 

mm 

crm 

Very  high 

7 

6 

32 

20 

AOC  Telecomm.(l) 

High 

IS  92 

1 9.7 

0  92 

-8.6 

800-547-1707 

years  of  data  available 

3 

NA 

23 

31 

Mobil(4) 

800-305-2140 

12.8  9.7 

High 

6 

9 

24 

24 

Texaco(2) 

Average 

195 

9.7 

194 

-3.9 

800-544-5445 

12.6  9.4 

□fcH 

Very  high 

4 

6 

25 

16 

Van  Kampen  Am.  Sm.  Cap(4) 

Average 

n95 

10.5 

192 

-2.8 

800-544-5445 

11.9  9.9 

10.6 

8.4 

Low 

11 

3 

21 

20 

FNMA(t) 

Very  low 

0  95 

8.2 

194 

-3.5 

800-543-8072 

14.6  12.6 

12.1 

Low 

1 

5 

24 

30 

Lockheed  Martin(2) 

Low 

I  95 

8. 1 

IS  94 

-1 .5 

800-543-8072 

10.2  9.2 

15.0 

14.3 

■cy 

Very  low 

3 

NA 

26 

41 

Microsoft(7) 

High 

IS  96 

9.3 

0  92 

-9.0 

800-543-8072 

-2.4  -3.6 

5.5 

3.7 

■Mi 

Average 

58 

67 

30 

^6 

Ashanti  Goldfid  (144A)(2) 

High 

IS  93 

5.7 

IS  92 

-8.7 

800-554-4611 

3.6  1.4 

M  U  1 

High 

1 

63 

17 

-13 

Vaal  Reefs  Expl.  &  Mng.(l) 

Average 

IS  93 

7.7 

IB  94 

-3.6 

800-645-6561 

15.6  13.9 

LULJ 

High 

2 

7 

28 

12 

USG(3) 

Low 

IS  93 

8.9 

IB  94 

-1.9 

800-541-9732 

18.7  17.7 

rrw} 

High 

32 

5 

30 

-2 

Integrated  Health  Services(5) 

High 

192 

19.3 

0  92 

-7.3 

800-541-9732 

17.8  15.8 

17.4 

14.1 

Low 

8 

1 

20 

29 

American  Express(3) 

Average 

0  95 

12.3 

192 

-5.8 

800-279-0279 

12.6  10.6 

14.9 

12.9 

ULU 

Very  high 

0 

3 

32 

9 

lntel(2) 

High 

0195 

13.4 

094 

-7.2 

800-869-3863 

years  of  data  available 

Mill 

0 

5 

37 

NA 

Technology  Solutions(2) 

800-869-3326 

5.0  3.4 

u_Ly 

Low 

0 

NA 

30 

28 

Computer  Associates  lntl.(3) 

High 

nZ92 

10.2 

192 

-7.3 

800-869-3863 

DATA:  MORNINGSTAR,  INC.,  CHICAGO.  IL, 
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FUND                                            OVERALL  RATING 

CATEGORY 

RATING 

SIZE 

FEES 

1996  retur; 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG 

SALES 

EXPENSE 

PRE- 

OF EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL 

1995-6' 

CHARfiF (%) 

RATIO 

TAX 

TAX 

DEAN  WITTER  DEVELOPING  GROWTH  ^-V-*- 

Mid-cap  Growth 

775.2 

36 

5.00** 

1.77t 

1 2.3 

7 

DEAN  WITTER  DIVIDEND  GROWTH  X 

* 

LalgC  Uf]|J  DIClIU 

12151.2 

30 

5.00** 

1.31t 

19.3 

18.: 

DEAN  WITTER  EUROPEAN  GROWTH 

1371.0 

54 

5.00** 

2.23t 

28.9 

26. 

DEAN  WITTER  GLOBAL  DIV.  GROWTH 

World 

2913.9 

30 

5.00** 

1.97t 

16.9 

14,: 

1  itiiitipc 

354  2 

Q 

5  00** 

1  87t 

13.2 

12 

DEAN  WITTER  HEALTH  SCIENCES 

Health 

471 ,0 

31 

5.00** 

2.30t 

1 .2 

DEAN  WITTER  INFORMATION 

Pnminiinir^tinnc 

wUlllinUIIIUatlUlld 

277.8 

99 

5.00** 

NAt 

-0.2 

DEAN  WITTER  MID-CAP  GROWTH 

IVIIU  Ldp  UlUWUI 

364.8 

80 

5.00** 

2.05t 

14.5 

12.f 

DEAN  WITTER  NATURAL  RES.  DEV. 

AVG 

ndiuicii  ncdUUiLcd 

236.1 

57 

5.00** 

1.90t 

27.0 

22.: 

nPAM  iAIITTPD  DAf^lCIf^  ^DflUUTU 

1 640  4 

1 2 

U.UU 

jL.HiJ  1 

4.8 

0,1 

DEAN  WITTER  STRATEGIST 

AVG 

Domestic  Hybrid 

1 370.5 

9 

5.00** 

1  .63t 

1 5.3 

12.i 

DEAN  WITTER  UTILITIES 

AVG 

lltjlitipc; 

2682.9 

-19 

5.00** 

1.65t 

3.U 

3. 

DEAN  WITTER  VALUE-ADDED  MKT.  EQ. 

* 

IVIIU  Ldp  DICIIU 

AVG 

1 1 10.9 

38 

5.00** 

1.51t 

17.1 

16. 

DEAN  WITTER  WORLDWIDE  INVMT. 

World 

473.0 

-5 

5.00** 

2.41 1 

6.3 

4 

DELAWARE  A 

-* 

nnmpctir  Huhriri 

506  5 

_^ 

4  75 

0  97t 

13.9 

10. 

DELAWARE  DECATUR  INCOME  A 

Large-cap  Blend 

1580.7 

13 

4.75 

0.87t 

14. 

DELAWARE  DECATUR  TOTAL  RET.  A 

* 

LdlgC  Ud|J  DICMU 

660.5 

20 

4.75 

1.19t 

on  n 

15. 

DELAWARE  DELCAP  A  X 

IVIIU  Udp  UlUWUI 

860.4 

0 

4.75 

1.35t 

13.8 

9 

DELAWARE  TREND  A  X 

♦ 

Ollldll  Ld|J  UlUWLII 

AVG 

481.3 

21 

4.75 

1.31t 

10.7 

8 

DELAWARE  VALUE  A 

-* 

OMIdll  Ldp  VdiUC 

AVG 

202.2 

12 

4  75 

1  48t 

22.1 

17 

DG  EQUITY 

Large-cap  Blend 

457.8 

27 

3.50 

0.94 

1  /  .D 

16. 

DODGE  &  COX  BALANCED 

Dnnioctip  Ut/hriH 

uuiiicbiiL  nyuiiu 

3349.7 

86 

No  load 

0.57 

14.8 

13. 

DODGE  &  COX  STOCK 

1  "aroo.f^n  \/^liip 
Ldlgc  Ifdp  VdiUc 

2227.6 

81 

No  load 

0.60 

22.3 

21 

DREYFUS 

Ldlgc-Ldp  DlClIU 

271 1 .7 

2 

No  load 

0.74 

15.9 

12. 

DREYFUS  APPRECIATION 

AVG 

L3rge-C3p  Growth 

876  7 

90 

nu  lUdU 

0  92 

25.7 

25. 

DREYFUS  BALANCED  & 

Domestic  Hybrid 

292.2 

49 

No  load 

1.00 

lie 

9 

DREYFUS  CORE  VALUE  INV. 

-* 

Ldl  gc  Ldp  VdlUc 

488.9 

22 

No  load 

1.13t 

"31  A 

15 

DREYFUS  GROWTH  &  INCOME 

MiH-f^n  RIonH 
IVOU  LdfJ  DIcMU 

2008.7 

8 

No  load 

1.06 

14.4 

9 

DREYFUS  GROWTH  OPPORTUNITY 

1  "amo-p^n  RIonH 
LdlgC'Udp  DIcliU 

464.4 

14 

No  load 

1.04 

22.3 

18 

DREYFUS  MIDCAP INDEX 

AVG 

mlU  Ld|J  DlcMU 

AVG 

184.1 

43 

1  00* 

0.50 

18.5 

1 6 

DREYFUS  NEW  LEADERS  A 

AVG 

Small-cap  Blend 

795.6 

31 

1.00* 

1.19 

IT*} 
1  /.J 

15 

DREYFUS  S&P  SOO  INDEX 

•* 

1  ^rno  r-^n  RIonH 
LdlgC'lfdp  OlcilU 

653.3 

60 

1 .00* 

0.55 

20 

DREYFUS  THIRD  CENTURY 

Lsrge-csp  Growth 

562.4 

34 

No  load 

1.11 

24.3 

19 

ECLIPSE  FINANCIAL  EQUITY 

AVG 

Sm3ll-C3p  Vdlue 

170.7 

-2 

No  load 

1.14 

29.9 

21 

ENTERPRISE  GROWTH  A  X 

AVG 

L3rge-C3p  Growth 

1 96  1 

60 

4  75 

1  601 

32.6 

30 

EUROPACIFIC  GROWTH  X 

AVG 

Foreign 

15726.6 

44 

5.75 

0.951 

1  Q  C 
1  O.O 

17 

EV  MARATHON  GREATER  CHINA  GROWTH 

p3cific  ex-Jspsn 

288.9 

-5 

5.00** 

2.47 1 

1  1 

1  3.  I 

15 

EV  TRADITIONAL  GROWTH 

1  'srno.r'on  RIonH 
Ldlgc  Ld[J  DiCMU 

136.3 

1 

4.75 

0.98t 

18.2 

15 

EV  TRADITIONAL  INVESTORS 

* 

Domestic  Hybrid 

AVG 

223.5 

-6 

4.75 

0.95t 

13.8 

9 

EV  TRADITIONAL  TOTAL  RETURN 

1  Itilitioc 

398  5 

-13 

4  75 

119 

7.0 

3 

EVERGREEN  Y  X 

AVG 

Mid-cap  Blend 

AVG 

877.3 

36 

No  load 

1.15 

16 

EVERGREEN  BALANCED  Y 

Domestic  Hybrid 

AVG 

748.7 

-8 

No  load 

0.62 

117 

7 

EVERGREEN  FOUNDATION  Y 

Domestic  Hybrid 

807.8 

30 

No  loadT 

1 .07 

1 1.5 

10 

EVERGREEN  GROWTH  &  INCOME  Y  X 

-*"*- 

Mid-C3p  Blend 

441 .9 

215 

No  load 

1 .27 

23.8 

23 

EVERGREEN  TOTAL  RETURN  Y  X 

AVG 

Mid-cap  Vslue 

856  6 

_y 

No  load 

119 

12.9 

1 1 

EVERGREEN  VALUE  A  & 

* 

Large-cap  V3lue 

♦ 

328.1 

12 

4.75 

0.90t 

1  A  Q 

i  0.9 

13 

EXCELSIOR  EQUITY  A  (t) 

AVG 

Mid-C3p  Blend 

AVvi 

307.9 

79 

4.50 

1 .05 

1  Q  Q 

la 

EXCELSIOR  INCOME  &  GROWTH  (u)  A**^ 

Mid-C3p  Blend 

134.9 

13 

4.50 

1 .05 

18.9 

16 

FAM  VALUE 

AVG 

Small-cap  Value 

253.6 

-5 

No  load 

1 .25 

11.2 

IC 

FEDERATED  AMERICAN  LEADERS  A  (v) 

* 

Large-cap  Blend 

MVvi 

604  9 

to 

5  50 

116 

19.4 

16 

FEDERATED  EQUITY-INCOME  A  (w) 

*•* 

Large-cap  Value 

376.3 

106 

5.50 

1.03 

99  9 

1£ 

FEDERATED  GROWTH  STRAT.  A 

Mid-cap  Blend 

393.6 

60 

5.50 

1.10 

9*3  1 

1£ 

FEDERATED  MAX-CAP  INSTL.  & 

* 

Large-cap  Blend 

953.1 

30 

No  load 

0.31 

22.8 

21 

FEDERATED  MINI-CAP  A 

Small-cap  Blend 

157.9 

18 

No  load 

0.73 

15.3 

i: 

FEDERATED  INTL.  EQUITY  A 

Foreign 

1 A 
—  1 H 

1  ^7 

5.8 

FEDERATED  MGD.  GROWTH  INSTL. 

Domestic  Hybrid 

136.2 

94 

No  load 

1.00 

in 

£ 

FEDERATED  STOCK  &  BOND  A  (x) 

Domestic  Hybrid 

138.8 

1 

No  load 

1 .07 

1  1  "7 
1  o.  / 

c 

FEDERATED  STOCK  X 

* 

Large-cap  Value 

839.8 

26 

No  load 

1 .01 

21.2 

n 

FEDERATED  UTILITY  A  (y) 

AVG 

Utilities 

AVu 

761.5 

-7 

5.50 

1.15 

11.9 

< 

FIDELITY  ADVISOR  BALANCED  T  (z)  & 

AVG 

Domestic  Hybrid 

OQ77  e 

—  I  o 

1  46T 

8.4 

FIDELITY  ADVISOR  EQUITY  GROWTH  T  (aa)  A 

Large-C3p  Growth 

3439.5 

64 

3.50 

1 .54t 

ICO 

1  o.Z 

1! 

FIDELITY  ADVISOR  EQUITY  INCOME  T  (bb)  & 

Large-cap  Blend 

1652.9 

73 

3.50 

1 .47 1 

1  .D 

i: 

FIDELITY  ADVISOR  FOCUS  NAT.  RES.  T  (cc)  A 

-* 

Natur3l  Resources 

648.6 

105 

3.50 

1 .84t 

30.5 

21 

FIDELITY  ADVISOR  GROWTH  OPPORT.  T  (dd)-*«^* 

Large-cap  Blend 

*«"* 

15527.9 

42 

3.50 

1.58t 

17.7 

1! 

FIDELITY  ADVISOR  OVERSEAS  T  (ee)  A 

Foreign 

AVG 

1 038.6 

29 

3.50 

1 .90t 

12.4 

\i 

FIDELITY  ADVISOR  STRAT.  OPPORT.  T  (ff)  A 

AVG 

Large-cap  Blend 

563.2 

-8 

3.50 

1.61t 

1.5 

FIDELITY  ASSET  MANAGER  A 

*'* 

Domestic  Hybrid 

•* 

10971.9 

-2 

No  load 

0.93 

12.7 

11 

FIDELITY  ASSET  MANAGER:  GROWTH  A 

*- 

InternationsI  Hybrid 

* 

3377.8 

17 

No  load 

1.01 

17.6 

1' 

FIDELITY  ASSET  MANAGER:  INCOME  A 

Domestic  Hybrid 

588.4 

-2 

No  load 

0.80 

7.8 

FIDELITY  BALANCED  A 

* 

Domestic  Hybrid 

3919.2 

-20 

No  load 

0.79 

9.3 

■Includes,  redemption  fee  "Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  }Not  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NM=^ 
(t)  Formerly  UST  Master  Equity,  (u)  Formerly  UST  Master  Income  &  Growth,  (v)  Formerly  American  Leaders  A.  (w)  Formerly  Liberty  Equity-Income  A.  (x)  Formerly  Stock  &  Bon 
Liberty  Utility  A.  (z)  Formerly  Fidelity  Advisor  Income  &  Growth  A  (aa)  Formerly  Fidelity  Advisor  Equity  Growth  A,  (bb)  Formerly  Fidelity  Advisor  Equity  Income  A.  (cc)  Formerl 
sor  Global  Resources  A.  (dd)  Formerly  Fidelity  Advisor  Growth  Opport.  A.  (ee)  Formerly  Fidelity  Advisor  Overseas  A.  (ff)  Formerly  Fidelity  Advisor  Strategic  Opport.  A. 
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Equity  Funds 


MNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA 


RISK 


TELEPHONE 


URGEST  HOLDING 


5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   GASH   FOREIGN  P-E  UNTAXED 

<    PRETAX  AFTERTAX    PRETAX  ARERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS) 


LEVEL 


BEST 


WORST 


QTR    %RET     QTR  %RET 


15.1    13.2  13.4 

12.4 

rm"m 

High 

0 

4 

39 

28 

HFS(2) 

Very  high 

nZ92 

22.9 

n92 

-15.0 

800-869-3863 

13.5    12.7  13.5 

12.1 

Very  low 

2 

2 

21 

38 

Gillene(2) 

Low 

195 

9.3 

194 

^.8 

800-869-3863 

18.7  17.2 

□□■ 

Average 

5 

99 

23 

27 

Hennes  &  Maurltz  CI  B(2) 

Average 

ffl93 

11.9 

m92 

-6.5 

800-869-3863 

rrm 

Low 

1 

68 

22 

13 

Northrop  Grumnian(2) 

800-869-3863 

!e  years  of  data  available 

1  1  1  u 

Low 

4 

69 

19 

12 

Australian  Gas  Ltght(3) 

800-869-3863 

e  years  of  data  available 
!e  years  of  data  available 

14.2    12.0      12.3  10.3 

12.8  12.2 


High  3  6  41  29  Dura  Pftarniaceuticals(2) 

5  12  38  NA  MFS  Communicationsd) 

Very  high  -2  3  36  13  Nike(2) 

Average  5  10  28  23  Exxon(3) 

Average  1  99  23  3  Cheung  Kong  Holdings(3) 

Very  high  10  1  24  13  Pier  1  Importsd) 

Very  low  1  10  18  19  Willianis(2) 

Very  low  3  2  22  29  NorAm  Energy(§) 

Average  2  73  28  11  Hutchison  Whampoa(l) 

High  2  10  23  17  Philip  Morris{4) 

Average  1  9  20  18  McGraw-Hill(2) 

Average  1  10  20  19  McGraw-Hill(3) 

Average  9  5  30  32  Healthsouth(3) 

Average  13  5  34  19  CUCInternational(4) 

Average  7  1  20  24  AmeriCreditd) 


Average 
Very  high 


193  10.8 
nZ93  35.6 


12  94  -5.7 
194-18.4 


800-869-3863 
800-869-3863 
800-869-3863 
800-869-3863 
800-869-3863 


10.3  8.1 

8.3  6.8 

13.9  13.4 

6.1  5.1 

11.8  9.1 


COX] 


7.3 
11.6 


5.5 
8.4 


Low 

195 

6.9 

194 

-2.5 

800-869-3863 

Average 

193 

7.8 

194 

-6.4 

800-869-3863 

Average 

195 

8.8 

194 

-2.7 

800-869-3863 

High 

1S93 

11.5 

IB  94 

-7.8 

800-869-3863 

Very  low 

IS  96 

6.4 

194 

-2.1 

800-523-4640 

low 

195 

9.8 

194 

-3.8 

800-523-4640 

Low 

195 

10.7 

194 

-3.9 

800-523-4640 

High 

IS  92 

15.2 

0  92- 

-11.6 

800-523-4640 

High 

IS  92 

19.7 

n92 

-9.3 

800-523-4640 

Low 

IZ92 

11.9 

H94 

-4.3 

800-523-4640 

14.8  11.1 

15.2  11.6 
9.8  7.6 

16.3  13.6 

13.9  12.1 


12.3  8.8 

13.1  10.4 
15.0  13.3 

17.2  14.6 


Very  low 

6 

NA 

25 

25 

IV1cDonald's(4) 

800-748-8500 

14.0 

12.3 

13.2 

11.0 

Low 

4 

8 

19 

11 

Dayton  Hudson(2) 

Very  low 

0  95 

8.0 

194 

-1.2 

800-621-3979 

17.6 

16.1 

15.4 

13.7 

Very  low 

7 

7 

19 

22 

Dayton  Hudson(3) 

Low 

195 

9.7 

194 

-0.7 

800-621-3979 

9.0 

5.5 

10.8 

7.2 

Very  high 

1 

7 

27 

14 

Amerada  Hess(3) 

Average 

195 

8.8 

192 

-2.9 

800-645-6561 

13.5 

13.0 

14.8 

13.4 

Very  low 

4 

6 

23 

27 

Coca-Cola(5) 

Average 

n95 

9.7 

194 

-5.2 

800-645-6561 

QIH 

Very  high 

0 

6 

27 

8 

Corning(2) 

800-645-6561 

14.9 

11.3 

12.2 

8.3 

ESi 

Average 

2 

15 

23 

24 

Philip  Morris(2) 

Average 

n95 

9.5 

192 

-2.6 

800-645-6561 

14.1 

12.3 

COB 

High 

13 

5 

26 

20 

Time  Warner(2) 

Low 

IB  92 

8.8 

IB  94 

-3.7 

800-645-6561 

7.5 

3.5 

11.4 

7.8 

Very  high 

4 

4 

25 

14 

NorAm  EnergyO) 

High 

195 

10.1 

192 

-9 

800-645-6561 

13.5 

11.9 

Low 

0 

0 

25 

18 

U.S.  Robotics(l) 

Average 

IB  92 

11.7 

194 

-3.8 

800-645-6561 

14.3 

11.7 

14.4 

12.3 

Si 

High 

6 

3 

30 

22 

Mentor(2) 

Average 

in  93 

11.6 

n92 

-7.1 

800-645-6561 

14.7 

12.9 

Very  low 

0 

3 

23 

24 

S&P  500  (Fut)(7) 

Low 

195 

9.6 

194 

-3.9 

800-645-6561 

10.9 

8.2 

13.5 

10.4 

High 

11 

2 

27 

28 

BankAmerica(3) 

High 

0  95 

11.0 

192 

-5.5 

800-645-6561 

15.7 

12.1 

ma 

Average 

2 

4 

17 

34 

Ingles  Markets  CI  A(1) 

Average 

IB  92 

15.3 

094 

-6.2 

800-872-2710 

16.7 

14.8 

16.5 

13.6 

Average 

4 

2 

32 

39 

lntel(4) 

High 

0  95 

14.8 

0  92 

-7 

800-432-4320 

13.4    12.4      13.7  11.9 


8.4  6.3 
11.4  8.4 
6.9  4.2 


12.0  9.3 
11.5  8.2 
8.1  4.9 


Low 
low 
High 
Average 
High 


12 
0 
3 
4 
7 


100 
99 
14 
16 
9 


23 
18 
25 
23 
18 


19 
8 
33 
28 
21 


Mannesmann(2) 
Hutchison  Whampoa(5) 
Astra  CI  A  Free(4) 
Astra  CI  A  Free(3) 
Frontier(4) 


Average  0193  10.9  0192  -3.8 

High  IB  92  9.0  0  93  -5.5 

Very  low  0  95  8.1  192  -3.1 

Average  193  10.5  194  -7.6 


800-421-4120 
800-225-6265 
800-225-6265 
800-225-6265 
800-225-6265 


13.4 

11.4 

12.3 

9.8 

Low 

19 

1 

24 

37 

Clear  Channel  Communs.(3) 

Average 

13  92 

12.4 

0  92 

-5.1 

800-807-2940 

10.7 

8.5 

low 

6 

1 

20 

18 

General  Electric(l) 

Very  low 

0  95 

7.1 

194 

-2.9 

800-807-2940 

14.7 

12.9 

Low 

13 

0 

22 

7 

lntel(2) 

Low 

0  95 

9.5 

194 

-3.7 

800-807-2940 

16.9 

15.4 

14.6 

12.7 

Low 

19 

2 

25 

14 

FNMA(2) 

Low 

195 

10.5 

194 

-4.2 

800-807-2940 

10.2 

7.8 

8.8 

6.3 

High 

3 

20 

18 

-1 

Hanson  (ADR)(3) 

Low 

193 

7.6 

194 

-6.8 

800-807-2940 

13.5  10.7 

16.0  14.4 

16.3  14.8 

12.3  11.5 

15.4  13.4 


13.4 
13.6 


12.9 
13.2 


10.9 
12.1 


12.1 
10.7 


niJB 


Average 

Low 

low 
Very  low 
Average 

High 

High 
Average 

low 
_High_ 

High 
Average 
Average 
Average 
Very  high 

High 
Average 

High 
Average 
Average 

High  3 

High  17 

High  12 

High  41 

Very  high  1 


NA 
5 
18 
NA 
4 


19 
26 
23 
18 
22 


20 
22 
24 
23 
21 


General  IVIills(3) 
Mellon  Bank(3) 
United  Meridian(3) 
Conmed(7) 
Mobil(3) 


low 
Average 
Very  low 
Average 
Average 


195  10.4 

IB  92  10.6 

0  95  10.5 

IB  92  18.0 

1 95  9.2 


194  -2.8 
194  -5.6 

IB  94  -3.4 
0  92  -4.9 

13  94  -2.8 


800-807-2940 
800-446-1012 
800-446-1012 
800-932-3271 
800-341-7400 


15.7  13.9 
12.0  9.5 

14.8  12.5 

6.9  5.7 


13.2  10.3 
13.8  11.2 


6.4  3.9 


8 

10 
3 
0 
100 


21 
29 
24 
25 
31 


10 
22 
16 
17 
7 


H.J.  Heinz(3) 
SunAmerica(2) 
General  Electric(3) 
lomega(§) 
Nippon  Comsys(l) 

AT&Td) 
Philip  Morrisd) 
Philip  Morris(3) 
FPL  Group(4) 
Philip  Morris(3) 

General  Electric(2) 
Philip  Morris(3) 
Bre-X  Minerals(3) 
Philip  Morris(6) 
Veba(3) 


Low 
Average 
Low 

High 


193  9.5 
0195  12.0 
1 95  9.6 


194  ^.1 
194  -5.8 
194  -3.9 


0193    9.4    0192  -7.9 


800-341-7400 
800-341-7400 
800-341-7400 
800-341-7400 
800-341-7400 


years  of  data  available 
10.6     8.1        9.6  7.0 
15.8    12.9      12.6  10.0 
10.2  8.0 
8.9  7.4 


31 
5 
6 
6 
8 


24 
22 
22 
16 
20 


5 
16 
37 
12 

1 


Very  low  0  95  6.8  1  94  -2.8 

Average  0  95  9.2  IB  94  -3.4 

low  IB96  10.0  194  -7.2 

low  193  8.0  1  94  -3.1 


800-341-7400 
800-341-7400 
800-341-7400 
800-341-7400 
800-522-7297 


20.7  19.1 

17.8  16.2 
11.0  10.5 


3 
3 
20 
11 
97 


28 
21 
29 
20 
25 


16 
16 
20 
17 
11 


Average  193  13.1  IB  94  -7.2 
Low  0  95  11.4  IB  94  -1 
High         193  13.9    0192  -7.9 


800-522-7297 
800-522-7297 
800-522-7297 
800-522-7297 
800-522-7297 


12.1 
11.6 


9.9 
9.9 


11.9  9.5 


14.7  13.4 


8.9     7.0      10.6  8.3 


11 
16 
38 
13 
13 


19 
21 
22 
20 
19 


14 
21 
23 
10 
1 


Whole  Foods  Market(5) 

FNMA(4) 

Philip  Morris(4) 

FNMA(2) 

Philip  Morris(2) 


Average  0  95  10.3  194  -6.5 

Very  low  IB  93  7.2  194  -^.8 

Low  IB  93  8.0  13  94  -5.1 

Very  low  193  8.3  194  -3.2 


800-522-7297 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


DATA:  MORNINGSTAR.  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND                                         OVERALL  RATING 

CATEGORY  ' 

RATING 

SIZE 

1996  RETURI 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 



%  CHG, 

SALES 

EXPENSE 

PRE- 

AFTEf! 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

SMIL 

1995-6 

RflTin  {°/  \ 

nHUU  \i<i) 

TAX 

TAX 

FIDELITY  BLUE  CHIP  GROWTH  A 

-* 

Mid-cap  Growth 

9569.7 

23 

3.00 

0.95 

15.4 

13.( 

FIDELITY  CANADA  1 

Foreign 

♦ 

143.6 

-18 

4.00* 

1.08 

16.0 

9 

FIDELITY  CAPITAL  APPRECIATION  & 

Mid-cap  Blend 

1653.7 

-1 

3.00 

1.06 

15.1 

12 

FIDELITY  CONTRAFUND 

Mid-cap  Blend 

23797.9 

60 

3.00 

0.96 

21.9 

i9.( 

FIDELITY  DESTINY  1  ▲ 

Large-cap  Value 

4903.2 

1 5 

8.67 

0.65 

18.6 

15 

FIDELITY  DESTINY  II  ± 

Large-cap  Value 

2797.2 

27 

8.67 

0.78 

17.9 

i5.:« 

FIDELITY  DISCIPLINED  EQUITY 

AVG 

Large-cap  Blend 

AVG 

2099.0 

-2 

No  load 

0.75 

15.1 

12.(M 

FIDELITY  DIVERSIFIED  INTL. 

Foreign 

AVG 

737.6 

1 16 

No  load 

1.12 

20.0 

18 

FIDELITY  DIVIDEND  GROWTH  A 

Mid-cap  Blend 

2345.2 

343 

No  load 

0.99 

30.1 

29.:ii 

FIDELITY  EMERGING  GROWTH  A 

Mid-cap  Growth 

♦ 

1854.1 

AO 

3.75* 

1 .09 

15.8 

15.^ 

FIDELITY  EMERGING  MARKETS 

Diversified  Emerging  Mkts. 

1282.7 

18 

4.50* 

1.28 

10.0 

9 

FIDELITY  EQUITY-INCOME 

Large-cap  Value 

14258.9 

36 

No  load 

0,67 

21.0 

18.f 

FIDELITY  EQUITY-INCOME  II  A 

Large-cap  Value 

15238.4 

27 

No  load 

0.75 

18.7 

16.. 

FIDELITY  EUROPE  CAPITAL  APPREC. 

Europe 

185.3 

3 

4.00* 

1.36 

25.9 

22.: 

FIDELITY  EUROPE 

AVG 

Europe 

749.8 

50 

4.00* 

1.18 

25.6 

23 

FIDELITY  EXPORT 

Small-cap  Blend 

397.5 

4 

3.75* 

1.00 

38.6 

36. 

FIDELITY  FIFTY 

Mid-cap  Growth 

147.4 

-6 

3.00 

0.99 

15.8 

13. 

FIDELITY 

Large-cap  Blend 

-** 

4450.8 

38 

No  load 

0.60 

19.8 

17 

FIDELITY  GROWTH  &  INCOME 

Large-cap  Blend 

23896.5 

61 

No  load 

0.74 

20.0 

18 

FIDELITY  GROWTH  COMPANY  A 

Large-cap  Growth 

-* 

9272.6 

48 

No  load 

0.95 

16.8 

15 

FIDELITY  HONG  KONG  &  CHINA 

Pacific  ex-Japan 

167.1 

NM 

4.50* 

NA 

41.0 

40. 

FIDELITY  INTL.  GROWTH  &  INCOME  A 

International  Hybrid 

♦ 

1063.4 

13 

No  load 

1.18 

12.7 

11 

FIDELITY  INTL.  VALUE 

Foreign 

275.5 

278 

No  load 

1.72 

9.6 

8 

FIDELITY  JAPAN 

Japan 

286.9 

-24 

4.00* 

1.15 

-11.2 

-1 1 

FIDELITY  LATIN  AMERICA 

Latin  America 

530.5 

1 2 

4.50* 

1 .41 

30.7 

30. 

FIDELITY  LOW-PRICED  STOCK 

Small-cap  Value 

5664.3 

69 

4.50* 

1.04 

26.9 

23.| 

FIDELITY  MAGELLAN  A 

AVG 

Mid-cap  Blend 

AVG 

53988.7 

1 

3.00 

0.92 

11.7 

7.1 

FIDELITY  MARKET  INDEX 

-* 

Large-cap  Blend 

-* 

1597.5 

132 

0.50* 

0.45 

22.6 

21 

FIDELITY  MID-CAP  STOCK  A 

Mid-cap  Blend 

1695.1 

46 

No  load 

1.00 

18.1 

15.M 

FIDELITY  NEW  MILLENNIUM 

Mid-cap  Growth 

1252.9 

111 

3.001: 

1.18 

23.2 

22.1 

FIDELITY  OTC  A 

AVG 

Mid-cap  Growth 

3387.2 

44 

3.00 

0.82 

23.7 

19 

FIDELITY  OVERSEAS  A 

Foreign 

♦ 

3252.8 

35 

No  load 

1.05 

13.1 

11 

FIDELITY  PACIFIC  BASIN  A 

Diversified  Pacific 

500.2 

7 

4.00- 

1.32 

-2.8 

-2 

FIDELITY  PURITAN  A 

Domestic  Hybrid 

18501.7 

18 

No  load 

0.72 

15.2 

1 1 

FIDELITY  REAL  ESTATE  INVMT.  X 

AVG 

Real  Estate 

1 721 .6 

143 

0.75* 

0.95 

36.2 

34 

FIDELITY  RETIREMENT  GROWTH  A 

AVG 

Mid-cap  Blend 

AVG 

4045.9 

-1 

No  load 

0.99 

8.3 

4 

FIDELITY  SEL.  AIR  TRANSPORT  A 

Specialty-Misc. 

131.5 

40 

3.75* 

1.41 

1.2 

0 

FIDELITY  SEL.  AMERICAN  GOLD 

Precious  Metals 

354.8 

13 

3.75* 

1  39 

19.9 

19 

FIDELITY  SEL.  BIOTECHNOLOGY 

Health 

635.0 

-25 

3.75* 

1.43 

5.6 

2 

FIDELITY  SEL.  COMPUTERS  A 

AVG 

Technology 

664.0 

33 

3.75* 

1 .38 

31.5 

29 

FIDELITY  SEL.  DEVELOP.  COMMUN.  A 

Communications 

275.3 

-7 

3.75* 

1.51 

14.6 

14 

FIDELITY  SEL.  ELECTRONICS  A 

Technology 

1565.2 

75 

3.75* 

1.22 

41.7 

41 

FIDELITY  SEL.  ENERGY  A 

Natural  Resources 

239.7 

82 

3.75* 

1.63 

32.4 

30i'5 

FIDELITY  SEL.  ENERGY  SERVICE  A 

Natural  Resources 

AVG 

562.8 

121 

3.75* 

1.58 

49.0 

47 

FIDELITY  SEL.  FINANCIAL  SVCS. 

Financial 

AVG 

337.5 

34 

3.75* 

1 .41 

32.1 

29 

FIDELITY  SEL.  FOOD  &  AGRICULTURE  A 

Specialty-Misc. 

252.8 

5 

3.75* 

1.42 

13.3 

11 

FIDELITY  SEL.  HEALTH  CARE 

Health 

«"* 

1242.3 

-14 

3.75* 

1.30 

15.4 

10 

FIDELITY  SEL.  HOME  FINANCE  A 

Financial 

794.3 

35 

3.75* 

1.32 

36.8 

34 

FIDELITY  SEL.  MEDICAL  DELIVERY  A 

Health 

AVG 

182.9 

-10 

3.75* 

1.62 

11.0 

7 

FIDELITY  SEL.  NATURAL  GAS  A 

Natural  Resources 

153.1 

77 

3.75  * 

1 .67 

34.3 

33 

FIDELITY  SEL.  PREC.  METALS  &  MIN.  A 

Precious  Metals 

258.8 

-16 

3.75* 

1.52 

5.4 

5 

FIDELITY  SEL.  REGIONAL  BANKS  A 

Financial 

•* 

510.6 

58 

3.75* 

1.40 

35.7 

33 

FIDELITY  SEL.  RETAILING 

Specialty-Misc. 

222.9 

464 

3.75* 

1.92 

20.9 

2C 

FIDELITY  SEL.  SOFTWARE  &  COMP. 

Technology 

*- 

401.5 

14 

3.75* 

1.47 

21.6 

16 

FIDELITY  SEL.  TECHNOLOGY  A 

*• 

Technology 

AVG 

491 .3 

23 

3.75  * 

1 .39 

1 5.6 

12 

FIDELITY  SEL.  TELECOMMUNICATIONS  A 

AVG 

Communications 

437.0 

-3 

3.75* 

1.52 

5.2 

1 

FIDELITY  SEL.  UTILITIES  GROWTH 

AVG 

Utilities 

AVG 

255.7 

-18 

3.75* 

1.38 

11.4 

( 

FIDELITY  SMALL  CAP  STOCK 

Small-cap  Blend 

538.0 

10 

3.00 

0.99 

13.6 

12 

FIDELITY  SOUTHEAST  ASIA 

Pacific  ex-Japan 

795.6 

20 

4.50* 

1.10 

10.2 

£ 

FIDELITY  STOCK  SELECTOR 

AVG 

Large-cap  Blend 

♦ 

1601.9 

27 

No  load 

1 .00 

17.1 

FIDELITY  TREND  A 

■» 

Mid-cap  Blend 

••• 

1333.9 

5 

No  load 

0.82 

16.9 

FIDELITY  UTILITIES 

AVG 

Utilities 

1267.9 

-16 

No  load 

0.77 

11.4 

( 

FIDELITY  VALUE  A 

Mid-cap  Value 

7080.1 

23 

No  load 

0.96 

16.9 

15 

FIDELITY  WORLDWIDE 

AVG 

World 

* 

932.6 

43 

No  load 

1.16 

18.7 

1i 

59  WALL  ST.  EUROPEAN  EQUITY 

AVG 

Europe 

AVG 

1  'fO.o 

nu  lOaU 

1  94 

19.3 

U 

S9  WALL  ST.  PAC.  BASIN  EQUITY 

Diversified  Pacific 

153.8 

29 

No  load 

1.24 

-0.7 

FIRST  EAGLE  FUND  OF  AMERICA 

Mid-cap  Value 

-* 

171.4 

26 

No  load 

1.90 

29.3 

2: 

FIRST  INVESTORS  BLUE  CHIP  A 

AVG 

Large-cap  Blend 

223.2 

31 

6.25 

1.49t 

20.6 

It 

FIRST  INVESTORS  (GLOBAL  A 

World 

250.3 

10 

6.25 

1.83t 

14.4 

11 

FIRST  INVESTORS  SPECIAL  SIT.  A 

Small-cap  Growth 

AVG 

149.8 

19 

6.25 

1.60t 

11.6 

1 

*lncludes  redemption  fee.  **lnclijdes  deferred  sales  charge.  tl2(b)-l  plan  m  effect.  tNot  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NM=^ 
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Equity  Funds 


iNNUAL  TOTAL  WCniRNS  (%)  TREND     PORTFOLIO  DATA 


RISK 


TELEPHONE 


5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E    UNTAXED    URGEST  HOLDING  

«    PRETAX  AntRTAX    PRETAX  AFTERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS) 


LEVEL 


BEST 


WORST 


QTR   %RET     QTR  %RET 


16.6  14.2 

8.2  6.9 

16.8  14.2 

18.3  16.1 

19.8  15.7 


15.4  12.9 
20.3  18.5 
18.1  14.1 


Very  high 
Average 
Average 
Very  high 
Average 


3 
85 

7 
17 
10 


26 
26 
25 
27 
21 


10 
38 
11 
15 
41 


Philip  Morris(3) 
BCE(5) 

General  Electric(3) 

Schlumberger(2) 

FNMA(7) 


Average 
High 
Low 
Low 
Low 


n95  11.9 

193  11.4 

193  10.9 

n95  13.8 

n95  12.3 


192  -5.3 

IS94  -8.7 

ffl92  -3.4 

n94  -3.2 

IS  94  -0.8 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-752-2347 


19.6  16.5 

14.6  12.3 

11.0  10.1 

15.3  13.7 


18.9  15.7 


Low 
Very  high 
High 
High 
High 


11 
0 

97 
3 
1 


21 
21 
23 
27 
39 


35 
15 
14 
15 
18 


FNMA(6) 

Travelers  Group(4) 
Vebad) 
Philip  Morris(3) 
Cisco  Systems(3) 


Low  n  95  12.0  S94  -0.7 

Average  0195  10,8  1  94  -1.5 

High  193  14.4  192  -9.1 

High  12  92  19.9  n  94-10.2 


800-752-2347 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


11.0 
17.3 
17.0 


10.6 
15.3 
15.1 


13.5  10.7 


rrm 


14.5    13.5      12.1  11.3 


Average  2  100  21  7  Telebras  (ADR)(5) 

Low  6  14  20  24  Philip  Morris(3) 

Average  8  10  23  18  British  Petroleum  (ADR)(3) 

Very  high  7  100  23  18  Sandoz  (Reg)(3) 

Low  7  100  21  31  Canal  Plus(2) 


Very  high  IS  93  39.7  12  94-18.1 

Low  193  8.9  194  -3.2 

Low  193  8.5  12  94  -2.2 

Average  n  92  10.8  IS  92  -5.8 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


le  years  of  data  available 

15.0   13.2      14.5  11.5 

17.2    14.8      17.3  14.7 

14.9   13.1      17.4  15.6 


Very  high  2  9  33  18  Anchor  Ganiing(6) 

High  4  3  27  11  Midcap  400  Index  (Fut)(6) 

High  7  6  24  22  General  Electrlc(3)  Low 

Average  9  6  24  21  Philip  Morris(4)  Very  low 

High  10  3  28  19  General  Electric(2)  Average 


0195  9.4  1  94  -2.5 
in95  8.8  194  -2.7 
n95  16.0    n92  -5.5 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


!e  years  of  data  available 

9.9  9.1  9.2  8.5 
!e  years  of  data  available 


XI 


High 
High 
Average 
Average 


100 
99 
97 
100 
100 


18 
24 
26 
36 
19 


7 
7 
6 
-11 
-13 


HSBC  Holdings  (HK)(12) 
Vebad) 
Volvo  CI  8(3) 
Fuji  Photo  Film(3) 
Grupo  Carso  CI  A1(4) 


Average 


193  11.4    12  92  -4.5 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


20.3  18.0 

14.9   11.8      16.2  13.0 
14.8  13.9 
e  years  of  data  available 


LUM    Average  17 


rmi 


High 
Very  low 
Very  high 

High 


24 
12 
3 
4 
4 


17 
24 
23 
28 
33 


15 
7 

18 
12 
18 


Bank  of  Montreal(l) 
Caterpillar(2) 
General  Electric(3) 
Cytec  lndustries(2) 
U.S.  Robotic$(3) 


Low        12  92  12.0   IB  94  -1.3 
Average      0  95  15.8    1194  -4.5 
Low         195    9.8     1  94  -3.9 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


15.7 
9.2 
6.1 
14.8 
15.7 


13.0 
7.7 
5.2 
11.7 
14.2 


17.0  14.2 
8.9  6.7 


5.4 
12.5 


4.7 
9.4 


OJMJ 


11.8  10.0 


High  4 
Average    1 3 
2 
9 
7 


Average 

High 
Average 


3 
97 
100 

7 
NA 


33 
25 
32 
21 
26 


21 
15 
-3 
7 
11 


lntel(4) 
Veba(3) 

Fuji  Photo  FllmO) 
Philip  IVIorris(4) 


Average 

High 
Very  high 
Very  low 


Duke  Realty  lnvestments(6)  Average 


0  95  15.5 

193  12.2 

IB  93  18.7 

193  9.1 

12  96  19.0 


n94  -6.8 
10  92-11.0 

192  -9.6 
12  94  -1.8 
12  93  -5.6 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


12.7 
12.0 
14.3 
3.1 
30.4 


8.9 
11.0 
14.2 

1.7 
28.6 


14.6  10.6 
9.9  8.8 
8.6  8.5 

17.1  15.8 

18.7  17.6 


High  6 

Very  high  1 1 

Average  3 

Average  9 

High  3 


14 

1 

67 
15 
0 


28 
20 
51 
38 
35 


12 
2 
28 
16 
16 


in(3) 

Continental  Airllnes(8) 
Newmont  MiningO) 
Amgen(IO) 
IntelO) 


Average 
Very  high 
Very  high 
Very  high 
Very  high 


IB92  11.1 

0  95  23.7 

0  93  32.5 

12  92  14.3 

0  95  25.7 


194  -2.9 
m  96-18.9 
IB  94-15.8 

193-19.3 
IB  95-11.9 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


19.0  16.5  UJM    Very  high  4  11  40  10  Newbridge  Network$(4)        Very  high  0194  21.4  IB  95-14.0  800-544-8888 

36.5  34.0  20.0  19.0             1    Very  high  4  1  36  16  IntelO)                            High  0  95  36.3  IB  95-1 1.2  800-544-8888 

13.4  12.3  11.3  10.1  M             High  16  32  31  20  Royal  Dutch  Petroleum  (ADR)(6)  High  193  16.3  12  93  -9.5  800-544-8888 

21.4  20.6  11.2  10.8  UJkM    Very  high  9  10  34  23  Schlumberger(8)                  High  193  23.2  12  93-12.1  800-544-8888 

25.8  23.0  15.7  13.9                    High  5  NA  17  22  Allstate(6)                       Average  IB  92  17.2  12  94  -6.3  800-544-8888 


13.6  11.6 

11.6  9.0 

34.1  31.7 

10.0  8.1 


19.2  17.0 

19.8  17.4 

21.9  19.4 

18.3  18.7 


High  10 

Average  1 1 

Average  14 

High  3 

Average  5 


1 

20 
NA 
NA 
10 


27 
30 
19 
26 
37 


13 
30 
21 
25 
15 


General  Mills(9) 
Bristol-Myers  Squibb(6) 
Chase  IVIanhattan(3) 
Healthsouth(8) 
Enron(5) 


Average 

High 
Average 
Very  high 


0194  10.1 

0194  16.2 

12  92  21.1 

0194  19.1 


192  -4.2 

192-  13.1 
12  94-10.6 

193-  18.3 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


10.8  10.4 

27.0  24.0 

12.1  11.2 
26.3  23.4 

20.9  18.2 


6.3  5.9 

20.9  18.7 

16.8  15.1 

20.2  18.1 

16.4  14.9 


mn 


Average  2 

High  6 

Very  high  3 

Very  high  14 

High  7 


78 
6 
2 
3 
2 


40 
16 
26 
40 
41 


14 
20 
9 
16 
12 


Newmont  Minlng(9) 

BankAmerica(5) 

MelvilledO) 

Microsoft(8) 

Ascend  Communs.dO) 


Very  high 
Average 

High 
Very  high 
Very  high 


0  93  33.7 

12  92  18.7 

IS  92  14.7 

10  94  21.6 

0  95  22.1 


IB  94-10.9 
IB  94  -7.2 
0  92  -6.7 
0  94-17.5 
0  94-10.2 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


16.3  13.9  17.9  16.3 
11.5     9.1       11.9  9.9 


16.2  14.1 


[JTU 


Average  7  8  31  9  MFS  Communs.dO) 

Average  1  7  23  15  Pacific  Telesis  Group(6) 

Very  high  5  0  22  14  Ross  Stores(3) 

High  6  100  21  8  Sun  Hung  Kai  Properties(8) 

Very  high  9  12  21  13  Travelers  Group(4) 


Average 
Average 


0195  13.1 
IS  96  10.5 


194  -4.3 
12  93  -6.2 


Average     0195  13.6    0  92  -2.0 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 


13.2  10.3 

12.1  10.0 

19.0  17.0 

13.7  12.7 

12.9  10.7 


13.2  10.5 


14.3  12.5 


cue 


Very  high 

High 

High 
Average 
Average 


2 
3 
10 
75 
100 


26 
22 
25 
22 
22 


18 
18 
20 
11 
14 


Philip  Morris(3) 
GTE(5) 

Wal-Mart  Sfores(2) 
HuhtamakI  (144A)(2) 
Vodafone  Group(3) 


Average 
Average 

Low 
Average 
Average 


IB  92 
0195 
0195 
193 
12  93 


11.6 
10.0 
8.6 
11.8 
13.0 


194  -6.2 

192  ^.8 

12  94  -1.5 

12  94  -2.5 

194  -6.0 


800-544-8888 
800-544-8888 
800-544-8888 
800-544-8888 
800-625-5759 


8.4  6.6 

21.5  18.2 

12.4  10.6 
8.7  7.4 

13.5  12.0 


12.4  10.9 


Average  5 

Average  0 

Low  9 

Average  6 

Average  1 3 


100 
NA 
4 
73 
11 


28 
20 
24 
25 
31 


-4 
26 
25 
21 
16 


Seoul  Trust(3) 
Tejas  Gas(4) 
General  Electric(3) 
Canadian  Paclfic(2) 
Systemsoft{3) 


Very  high 
Average 
Average 
Average 
High 


12  93  36.7 

12  92  14.5 

1 95  fl.6 

m  93  8.2 

IB  92  18.6 


194-16.4 
IB  94  -5.2 
192  -3.6 
194  -5.6 
0  94  -7.5 


800-625-5759 
800-451-3623 
800-423-4026 
800-423-4026 
800-423-4026 


DATA:  MORNINGSTAR.  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


1 
I 


FUND  OVERALL  RATING      CATEGORY  '  RATING     SIZE   FEES   t996  RETUFlBl 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

PRE- 

r 

AFTE 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL, 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

tax'- 
 L 

FIRST  OMAHA  EQUITY 

Large-cap  Blend 

256.3 

24 

No  load 

0.99 

15.8 

12.' 

FIRST  PRIORITY  GROWTH  INVMT.  (gg)  A 

Large-cap  Blend 

169.« 

13 

4.75 

1.03t 

22.2 

20. 

FLAG  INV.  TELEPHONE  INCOME  A  X 

AVG 

Communications 

-   ■  - 

506.0 

3 

4.50 

0.93t 

13.4 

1 1J 

FLAG  INV.  VALUE  BUILDER  A 

Domestic  Hybrid 

250.6 

36 

4.50 

1.31t 

24.6 

23. 

FORTIS  ADVANT.  ASSET  ALLOC.  A 

AVG 

Domestic  Hybrid 

145.6 

3 

4.75 

1 .50t 

1 2.0 

9 

FORTIS  CAPITAL  A  JL 

Large-cap  Growth 

299.8 

8 

4.75 

1.21t 

18.6 

14.. 

FORTIS  GROWTH  A  X 

Mid-cap  Growth 

693.4 

8 

4.75 

1.09t 

17.2 

14. 

FOUNDERS  BALANCED  A 

Domestic  Hybrid 

394.0 

202 

No  load 

1.23t 

18.8 

16. 

FOUNDERS  BLUE  CHIP  A 

AVG 

Large-cap  Blend 

AVG 

535.9 

44 

No  load 

1.17t 

24.4 

19. 

FOUNDERS  DISCOVERY 

Small-cap  Growth 

♦ 

250.7 

15 

No  load 

1 .58t 

21 .2 

1 8. 

FOUNDERS  FRONTIER 

Mid-cap  Growth 

AVG 

350.9 

6 

No  load 

1.53t 

14.3 

11. 

FOUNDERS  GROWTH 

Mid-cap  Growth 

1032.1 

58 

No  load 

1.24t 

16.6 

14. 

FOUNDERS  PASSPORT 

Foreign 

179.0 

260 

No  load 

1.76t 

20.1 

19. 

FOUNDERS  SPECIAL  A 

Mid-cap  Growth 

364.6 

-6 

No  load 

1.29t 

15.3 

13. 

FOUNDERS  WORLDWIDE  GROWTH 

World 

AVG 

342.1 

50 

No  load 

1 .56t 

14.0 

1 2. 

FOUNTAIN  SQ.  MID  CAP  A 

Mid-cap  Blend 

142.4 

126 

4.50 

LOOT 

17.7 

15, 

FOUNTAIN  SQ.  QUALITY  GROWTH  A 

Large-cap  Blend 

275.7 

155 

4.50 

I.OOt 

23.8 

?2. 

FPA  CAPITAL  X 

-* 

Small-cap  Value 

AVG 

492.9 

40 

6.50t 

0.87 

37.8 

34. 

FPA  PARAMOUNT  X 

-* 

Domestic  Hybrid 

AVG 

683.1 

19 

6.50t 

0.87 

29.4 

27. 

FRANKLIN  BALANCE  SHEET  INVESTMENT 

Small-cap  Value 

693.4 

54 

1 .50 1 

1.17t 

17.5 

14. 

FRANKLIN  CA  GROWTH  1 

Mid-cap  Blend 

168.2 

262 

4.50 

0.7  U 

30.4 

29. 

FRANKLIN  EQUITY  1 

AVG 

Mid-cap  Blend 

419.9 

22 

4.50 

0.95+ 

23.0 

21. 

FRANKLIN  EQUITY  INCOME  1 

Large-cap  Value 

266.5 

40 

4.50 

I.OOt 

12.7 

10. 

FRANKLIN  GLOBAL  HEALTH  1 

Health 

147.1 

356 

4.50 

0.73t 

16.5 

15. 

FRANKLIN  GLOBAL  UTILITIES  1 

Utilities 

175.6 

37 

4.50 

1.041 

15.0 

1 1 

FRANKLIN  GOLD  1  X 

Precious  Metals 

AVG 

349.3 

-2 

4.50 

0.95t 

1.0 

-0. 

FRANKLIN  GROWTH  1  X 

AVG 

Large-cap  Blend 

♦ 

1118.6 

39 

4.50 

0.87t 

16.7 

16. 

FRANKLIN  INCOME  1  X 

Domestic  Hybrid 

7061.7 

14 

4.25 

0.70t 

10.5 

7. 

FRANKLIN  MUTUAL  BEACON  Z  (hh)  X 

Mid-cap  Value 

4935.7 

38 

No  loadt 

0.72 

21.2 

17. 

FRANKLIN  MUTUAL  DISCOVERY  Z  (li) 

Small-cap  Value 

2965.2 

1 17 

No  loadi 

0.99 

24.9 

21. 

FRANKLIN  MUTUAL  QUALIFIED  Z  (jj)  X 

Mid-cap  Value 

4306.6 

44 

No  loadt 

0  72 

21.2 

17. 

FRANKLIN  MUTUAL  SHARES  Z  (kk)  X 

Mid-cap  Value 

-** 

6552.3 

25 

No  loadt 

0.69 

20.8 

17, 

FRANKLIN  RISING  DIVIDENDS  1 

AVG 

Mid-cap  Value 

303.7 

11 

4.50 

1.40t 

23.4 

21, 

FRANKLIN  SMALL  CAP  GROWTH  1 

Small-cap  Growth 

739.2 

201 

4.50 

9.97t 

27.1 

25 

FRANKLIN  UTILITIES  1 

♦ 

Utilities 

2401.5 

-17 

4.25 

0.73t 

2.0 

-0. 

FREMONT  GLOBAL 

-* 

International  Hybrid 

597.0 

19 

No  load 

0.88 

14.0 

9, 

FREMONT  U.S.  MICRO-CAP 

Small-cap  Growth 

142.9 

NM 

No  load 

2.04 

48.7 

47 

FUNDAMENTAL  INVESTORS  X 

Large-cap  Blend 

7165.4 

51 

5.75 

0,70t 

20.0 

17 

GABELLI  ASSET  X 

*-* 

Mid-cap  Blend 

* 

1081.6 

-1 

No  load 

0.95t 

13.4 

10 

GABELLI  GROWTH 

AVG 

Large-cap  Growth 

623.4 

18 

No  load 

1.441 

19.4 

16 

GABELLI  SMALL  CAP  GROWTH 

«- 

Small-cap  Blend 

216.7 

-5 

No  load 

1.58t 

11.9 

8 

GABELLI  VALUE 

AVG 

Mid-cap  Blend 

♦ 

461.2 

-5 

5.50 

1.50t 

8.7 

6 

GALAXY  EQUITY  GROWTH  RETURN  A 

AVG 

Large-cap  Blend 

AVG 

170.9 

46 

3.75 

1.45 

20.5 

18 

GALAXY  EQUITY  INCOME  RETURN  A 

4t 

Large-cap  Blend 

-* 

134.7 

48 

3.75 

1.49 

16.5 

13 

GALAXY  EQUITY  VALUE  RETURN  A 

-* 

Large-cap  Value 

♦ 

1 37.8 

32 

3.75 

1 .49 

21.1 

16 

GALAXY  II  LARGE  CO.  INDEX  RETURN 

-* 

Large-cap  Blend 

-* 

352.5 

64 

No  load 

0.40 

22.6 

21 

GALAXY  II  SMALL  CO.  INDEX  RETURN 

AVG 

Mid-cap  Blend 

AVG 

326.3 

18 

No  load 

0.40 

19.7 

17 

GAM  INTERNATIONAL  A 

AVG 

International  Hybrid 

AVG 

1010.1 

81 

5.00 

1.57 

9.0 

8 

GATEWAY  INDEX  PLUS  X 

Large-cap  Blend 

-*"*- 

194.4 

10 

No  load 

1.19 

10.5 

10 

GINTEL  X 

♦ 

Mid-cap  Blend 

♦ 

157.9 

63 

No  load 

2.30 

31.0 

27 

GLOBAL  UTILITY  B 

AVG 

Utilities 

190.8 

-14 

5.00** 

2.06t 

13.3 

10 

GOLDMAN  SACHS  ASIA  GROWTH  A 

Pacific  ex-Japan 

269.8 

60 

5.50 

1.77t 

8.0 

8^ 

GOLDMAN  SACHS  CAPITAL  GROWTH  A 

-* 

Mid-cap  Value 

878.6 

-1 

5.50 

1.36t 

21.4 

17 

GOLDMAN  SACHS  GROWTH  &  INC.  A 

Mid-cap  Value 

573.6 

39 

5.50 

1.20T 

26.1 

22 

GOLDMAN  SACHS  INTL.  EQ.  A 

Foreign 

521 .7 

72 

5.50 

1 .52t 

18.8 

18 

GOLDMAN  SACHS  SEL.  EQ.  A 

AVG 

Large-cap  Blend 

209.5 

81 

5.50 

1.25t 

21.4 

19 

GOLDMAN  SACHS  SMALL  CAP  EQ.  A 

Small-cap  Blend 

205.2 

-13 

5.50 

1.41t 

21.8 

20 

GOVETT  SMALLER  COMPANIES  A  A 

Small-cap  Growth 

293.2 

-43 

4.95 

1.95t 

-10.6 

-15 

GRADISON-McDONALD  ESTAB.  VALUE  X 

Mid-cap  Value 

AVG 

422.2 

25 

No  load 

1.15t 

19.3 

16 

GROWTH  FUND  OF  AMERICA  X 

Large-cap  Growth 

AVG 

9675.3 

23 

5.75 

0.75t 

14.8 

13 

GT  GLOBAL  AMER.  GROWTH  A  A 

AVG 

Small-cap  Blend 

AVG 

344.2 

-12 

4.75 

1.46t 

15.7 

13 

GT  GLOBAL  EMERGING  MKTS.  A 

Diversified  Emerging  Mkts. 

209.7 

-16 

4.75 

2.121 

5.3 

5 

GT  GLOBAL  EUROPE  GROWTH  A 

Europe 

469.5 

0 

4.75 

1.83t 

19.6 

19 

GT  GLOBAL  GROWTH  &  INCOME  B 

International  Hybrid 

398.9 

8 

5.00** 

2.35t 

16.1 

1 5 

GT  GLOBAL  HEALTH  CARE  A  A 

Health 

AVG 

520.3 

0 

4.75 

1.85t 

23.8 

21 

GT  GLOBAL  INTL.  GROWTH  A 

Foreign 

198.9 

-32 

4.75 

1.70t 

9.3 

6i 

GT  GLOBAL  NEW  PACIFIC  A 

Pacific  ex-Japan 

384.6 

4 

4.75 

1.89t 

20.0 

16? 

GT  GLOBAL  TELECOMMUN.  A 

Communications 

1095.5 

-19 

4.75 

1.77t 

5.2 

2|,5 

GT  LATIN  AMERICA  GROWTH  A 

♦ 

Latin  America 

192.8 

-1 

4.75 

2.11t 

17.0 

i7i>; 

GUARDIAN  PARK  AVENUE  A  X 

Large-cap  Blend 

1396.9 

44 

4.50 

0.81 

26.5 

H 

•Includes  redemption  fee.  **lncludes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  tNot  currently  accepting  new  accounts.  §Less  than  0,5%  of  assets,  NA=Not  available,  NM=N  t* 
(gg)  Formerly  First  Priority  Equity  Invmt.  (hh)  Formerly  Mutual  Beacon,  (ii)  Formerly  Mutual  Discovery,  (jj)  Formerly  Mutual  Qualified,  (kk)  Formerly  Mutual  Shares.  , 
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Equity  Funds 


WNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA 


RISK 


TELEPHONE 


5  YEARS 
«    PRETAX  AFTERTAX 


10  YEARS 
PRETAX  ARERTAX 


BW  10-YEAR 
ANALYSIS 


TURNOVER 


CASH 

% 


FOREIGN  P-E  UNTAXED 
%      RATIO  GAINS  (%1 


LARGEST  HOLDING 
COMPANY  (%  ASSETS) 


LEVEL 


BEST 


WORST 


QTR   %RET     QTR  %RET 


13.5  11.6  14.6  12.3 
9.9  8.2 


Low  19 

High  1 

Low  1 

Low  3 

Average  2 


NA 

1 

9 
6 
3 


18 
27 
26 
20 
31 


8 
21 
37 
23 
29 


lngersoll-Rand{4) 
General  Electric(5) 
SBC  Comniunjcations(8) 
Conseco(5) 

Green  Tree  Financial(2) 


Average     ffl  95  13.8     194  -5.7 


Low        n95    8.0     194  -3.5 


800-662-4203 
800-433-2829 
800-767-3524 
800-767-3524 
800-800-2638 


10.1 

8.2 

12.7 

10.3 

ULU 

Low 

11 

4 

33 

54 

MaRel(5) 

High 

0  95 

10.7 

IS  95 

-3.2 

800-800-2638 

8.5 

7.0 

13.7 

11.8 

Low 

8 

2 

39 

54 

Cisco  Systems(4) 

Very  high 

n95 

13.9 

n94- 

-12.3 

800-800-2638 

14.3 

11.7 

12.4 

9.7 

Very  high 

8 

11 

22 

10 

Ingles  Markets  CI  A(2) 

Very  low 

ffl  95 

8.0 

192 

-2.5 

800-525-2440 

13.0 

9.0 

13.7 

9.4 

Very  high 

9 

16 

22 

21 

Bally  Entertainnient(3) 

Average 

196 

9.4 

192 

-6.6 

800-525-2440 

13.4 

11.6 

ITUi 

High 

14 

4 

40 

25 

Geoworks(3) 

Very  high 

12  92 

19.8 

0  94- 

-10.9 

800-525-2440 

14.1  11.9 
16.5  13.9 


11.6  8.5 
12.1  11.4 


16.6  13.8 


15.5  11.9 


[xrH 


High 

High 

Low 
Very  high  18 
Average     1 6 


7 
16 
19 


14  36  29  Vl/atson  Pharmaceuticals(3)  High 

8  34  23  lntel(4)  High 

96  27  9  Noritsu  Koki(2) 

24  35  14  Parametric  Technology(3)  High 

85  30  15  Ladbroke  Group(2)  Average 


nZ92  16.3 
12  92  14.9 


12  92  13.8 
12  93  15.3 


0  94  -7.1 
0  94-10.3 


0  94  -8.6 
194  -5.1 


800-525-2440 
800-525-2440 
800-525-2440 
800-525-2440 
800-525-2440 


rma 

Low 

5 

NA 

25 

16 

Adaptec(5) 

800-334-0483 

LLLM 

Low 

5 

NA 

26 

19 

lntel(4) 

800-334-0483 

24.5 

22.2 

21.4 

18.8 

Low 

22 

NA 

18 

38 

Green  Tree  FinanciaKB) 

High 

12  92 

22.5 

0  92 

-11.7 

800-982-4372 

16.1 

13.2 

16.9 

13.3 

High 

31 

3 

22 

28 

IBIVI(5) 

Low 

196 

11.0 

IS  94 

-2.2 

800-982-4372 

18.9 

17.1 

nwa 

Low 

20 

11 

15 

14 

Christiania  Bank  &  Kredit(5) 

Very  low 

12  92 

12.3 

IB  94 

^.3 

800-342-5236 

22.6 

20.5 

nim 

Average 

14 

4 

30 

10 

lntel(2) 

Average 

12  92 

16.5 

0  92 

-10.6 

800-342-5236 

12.7 

10.0 

11.7 

9.2 

Average 

7 

9 

26 

26 

lntel(3) 

Average 

0  95 

12.0 

0  92 

-2.9 

800-342-5236 

13.5 

11.4 

Low 

6 

16 

17 

9 

Christiania  Bank  &  Kredlt(3) 

Very  low 

193 

8.1 

194 

-A.l 

800-342-5236 

□n 

Average 

8 

11 

36 

5 

Astra  CI  B(3) 

800-342-5236 

LLJ_y 

Average 

6 

42 

19 

15 

Hellenic  Teleconim.(4) 

800-342-5236 

5.6 

4.6 

8.0 

6.7 

Low 

7 

82 

41 

18 

Barrick  Gold(9) 

Very  high 

0  93 

27.3 

12  92- 

-11.0 

800-342-5236 

12.9 

12.3 

14.4 

13.5 

□ac 

Very  low 

19 

1 

25 

39 

Computer  Sciences(3) 

Average 

195 

9.4 

194 

-6.5 

800-342-5236 

11.9 

9.0 

11.3 

7.8 

Low 

8 

7 

14 

6 

Central  &  Southwestd) 

Very  low 

193 

8.0 

194 

-5.2 

800-342-5236 

19.5 

17.0 

16.2 

13.6 

Average 

23 

31 

24 

17 

Chase  Manhattan(5) 

Very  low 

193 

9.2 

12  94 

-2.4 

800-342-5236 

[AIM 

Average 

20 

60 

21 

16 

Getinge  Industrier  CI  8(2) 

800-342-5236 

13.6 

16.5 

15.6 

12.3 

■□Sh 

Average 

23 

32 

24 

18 

Chase  Manhattan(6) 

Very  low 

0195 

9.7 

194 

-1.6 

800-342-5236 

19.1 

15.8 

15.4 

12.0 

Average 

21 

23 

24 

22 

Chase  IVIanhattan(8) 

Very  low 

m95 

11.1 

194 

-2.8 

800-553-3014 

10.2 

9.3 

['.iOi 

Low 

3 

2 

18 

37 

Trustee  Bank  New  York(3) 

Low 

12  96 

11.2 

194 

-7.1 

800-342-5236 

rxn 

Average 

10 

6 

29 

11 

Barrett  Resources(2) 

800-342-5236 

7.5 

54 

9.0 

6.7 

[TTT'I 

Very  low 

4 

0 

14 

9 

Florida  Progress(4) 

Average 

12  95 

8.7 

194 

-9.9 

800-342-5236 

10.4 

84 

□±a 

Average 

28 

42 

27 

14 

European  Investment  Bank(l) 

Very  low 

0  95 

7.0 

194 

-5.6 

800-548-4539 

e  years  of  data  available 

CIEi 

High 

26 

3 

28 

17 

MicreKS) 

800-548-4539 

16.3 

13.7 

14.9 

12.1 

Low 

6 

11 

23 

22 

Texas  lnstruments(2) 

Low 

0  95 

9.5 

194 

-2.6 

800-421-4120 

14.6 

12.8 

15.6 

13.6 

tLMi 

Low 

4 

10 

24 

36 

Time  Warner(2) 

Low 

12  92 

8.5 

194 

-2.9 

800-422-3554 

12.2 

9.5 

ZXM 

High 

3 

1 

26 

28 

Home  Depot(3) 

Average 

0  95 

10.2 

194 

-5.8 

800-422-3554 

15.0 

13.2 

['Tjy 

Very  low 

0 

3 

22 

39 

Neiman-Marcus  Group(4) 

Average 

12  92 

12.1 

194 

-3.6 

800-422-3554 

15.9 

12.6 

Average 

0 

7 

25 

26 

Media  General  CI  A(14) 

Average 

0193 

16.7 

194 

-6.0 

800-422-3554 

13.0 

12.0 

Very  low 

10 

NA 

25 

28 

Thermo  ElectronO) 

Average 

0  95 

10.3 

194 

-3.6 

800-628-0414 

12.7 

11.0 

Low 

13 

NA 

20 

21 

Ford  Motor(4) 

Low 

195 

8.8 

194 

-3.4 

800-628-0414 

14.7 

12.1 

Average 

7 

3 

20 

19 

S&P  Depository  Receipts(4) 

Low 

0  95 

8.5 

194 

-1.8 

800-628-0414 

14.8  13.6 

13.9  12.5 
18.8  16.2 

7.9  6.8 

12.8  10.9 


15.5  11.2 
9.9  7.6 
10.5  8.4 


[zai 

cnai 

rB~n 


Very  low      9        3  23  28  S&P  500  (Fut)(4) 

Very  low      6         1  25  34  MIdcap  (Fut)(6) 

Low       -1      100  18  2  Henderson  Land  Devel. (4) 

Very  low      5        1  24  18  General  Electric(7) 

Average     18        2  20  35  Capstead  Mortgagee  19) 

46  21  18  AT&T(3) 

99  23  3  Swire  Pacific  CI  A(4) 

4  20  23  Philip  Morris(4) 

3  17  17  Philip  Morris(4) 

98  27  17  Fresenius  Medical  Care(3) 


Low 
Average 
Average 
Very  low 

High 


1 95  9.5 
12  92  11.2 
IB  93  28.2 
ffl  94  4.6 
ffl  96  104 


194  -3.9 
194  -3.7 
194-10.6 
194  -2.6 
194  -9.5 


800-628-0414 
800-628-0414 
800-426-4685 
800-354-6339 
800-243-5808 


10.9  8.9 
'.  years  of  data  available 
16.3  12.8 


□ZD 


Low 
Average 
Average 
Average 
Average 

Low  0 

Average  1 

Very  high  6 

Low  29 

Low  16 


Average  0  92  9.7  192  -6.1 
Average     DZ  92  15,7    12  94  -5.0 


800-225-1852 
800-526-7384 
800-526-7384 
800-526-7384 
800-526-7384 


134  11.6 


15.0  13.2 
12.9  11.4 


13.1  11.1 
14.7  12.6 


4 
NA 

7 
2 
8 


21 

19 
45 
19 
27 


20 
14 
22 
31 
37 


Exxon(3) 
Movado  Group(6) 
Adtran(2) 

Sun  Microsystems(4) 
FNMA(3) 


Average      0  95  11.4     192  -A.l 


Low 
Average 

High 
High 
Very  high 


1 93  9.2 
0  95  12.6 


0  94 
0  92 


-3.5 
-2.8 


800-526-7384 
800-526-7384 
800-225-2222 
800-869-5999 
800-421-4120 


18.7  15.7 

7.1  6.8  7.7  6.4 
8.6  7.0 


y  I  I  I 

rma 


Average  2  5  26  9  Philip  Morris(5) 

High  3  98  15  -4  Panamerican  Beverages(2) 

High  5  100  27  -9  Gucci  Group  (NY)  (Reg)(6) 

Average  4  77  20  15  Sun  Alliance  Group(2) 

High  12  20  38  37  Amgen(6) 


12  92  25.6  0  92  -7.9 
12  93  8.7  ffl  92-12.0 
ffl  94  14.9  193-14.9 


800-824-1580 
800-824-1580 
800-824-1580 
800-824-1580 
800-824-1580 


5.8  4.3 

8.9  7.3 


5.1  4.1 
19.4  17.1 


8.5  7.2 
11.5  8.1 


16.0  13.1 


Average  -1  99  27  20  Amway  Japan(2)  High 

Average  4  100  24  19  New  World  Development(8)  Very  high 

Average  6  68  28  13  001(5) 

High  3  100  22  -22  Vale  do  Rio  Doce(3)  Very  high 

Average  6  2  26  26  General  Electric(3)  Low 


IB  93  10.6 
IB  93  23.9 


ffl94  31.0 
12  92  13.7 


195  -9.9 
194-18.0 


195  31.0 
194  -2.9 


800-824-1580 
800-824-1580 
800-824-1580 
800-824-1580 
800-221-3253 


DATA;  MORNINGSTAR.  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND                                            OVERALL  RATING 

CATEGORY 

RATING 

SIZE 

FEES 

1996  RETURll 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

PRE- 

AFTER 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL. 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

TAX 

GUINNESS  FLIGHT  CHINA 

Pacific  ex-Japan 

308.2 

459 

1.00* 

1.98 

34.4 

33.2 

HANCOCK  EMERGING  GROWTH  B  A 

Small-cap  Growth 

♦ 

454.3 

10 

5.00" 

2.11t 

13.0 

12.3 

HANCOCK  GLOBAL  TECHNOLOGY  A  X 

Technology 

AVG 

173.1 

12 

5.00 

1.67t 

12.5 

11. i: 

HANCOCK  GROWTH  &  INCOME  A  & 

AVG 

Large-cap  Blend 

163.2 

26 

5.00 

1.17t 

22.2 

18.7 

HANCOCK  GROWTH  A 

Large-cap  Growth 

275.4 

14 

5.00 

1.48t 

20.4 

17.1 

HANCOCK  REGIONAL  BANK  B  X 

Financial 

2845.6 

96 

5.00** 

2.09t 

28.4 

27.7' 

HANCOCK  SOVEREIGN  INVESTOR  A  X 

Large-cap  Blend 

AVG 

1429.5 

12 

5.00 

1.14t 

17,6 

15.V- 

HANCOCK  SPECIAL  EQUITIES  B 

Small-cap  Growth 

396.0 

81 

5.00** 

2.20t 

3.0 

3.0, 

HANCOCK  SPECIAL  OPPORT.  B  &. 

Mid-cap  Growth 

252.9 

69 

5.00** 

2.30t 

28.0 

22.ir 

HARBOR  CAPITAL  APPRECIATION 

♦ 

Large-cap  Growth 

AVG 

1681.7 

70 

No  load 

0.75 

19.9 

1 8M 

HARBOR  INTERNATIONAL 

AVG 

Foreign 

4318.6 

25 

No  loadt 

1.04 

20.1 

18.9 

HARBOR  INTERNATIONAL  GROWTH 

Foreign 

645.6 

339 

No  load 

1.21 

32.0 

31.1: 

HEARTLAND  SMALL  CAP  CONTRAR. 

Small-cap  Value 

283.0 

207 

No  load 

1.44t 

18.9 

17.4 

HEARTLAND  VALUE  X 

Small-cap  Value 

1627.1 

37 

No  loadi 

1.29t 

21.0 

18.£ 

HOMESTEAD  VALUE 

Mid-cap  Value 

AVG 

237.3 

61 

No  load 

0.84 

17.9 

16."; 

HOTCHKIS  &  WILEY  EQUITY-INC. 

-* 

Large-cap  Value 

♦ 

203.8 

25 

No  load 

0.98 

17.4 

13.f 

HOTCHKIS  &  WILEY  INTL. 

AVG 

Foreign 

•*-* 

521.8 

433 

No  load 

1.00 

18.3 

17.<: 

HSBC  GROWTH  &  INCOME  (II) 

AVG 

Large-cap  Blend 

140.7 

113 

5.00 

0.94t 

17.9 

IS.'; 

lAI  EMERGING  GROWTH 

Mid-cap  Growth 

617.6 

1 

No  loadt 

1.24 

7.0 

2.: 

lAI  MIDCAP  GROWTH 

Mid-cap  Growth 

140.3 

23 

No  load 

1.25 

16.6 

1 3.f 

lAI  REGIONAL 

AVG 

Mid-cap  Blend 

565.2 

-2 

No  load 

1.25 

15.7 

10." 

IDEX  GLOBAL  A  (mm) 

World 

144.0 

59 

5.50 

1.97t 

26.8 

23.! 

IDEX  GROWTH  A  (nn) 

Large-cap  Growth 

593.9 

19 

5.50 

1.84t 

17.1 

13.( 

IDS  BLUE  CHIP  ADVANTAGE  A 

* 

Large-cap  Blend 

AVG 

619.0 

174 

5.00 

0.96 

21.6 

19.! 

IDS  DISCOVERY  A 

Mid-cap  Growth 

804.5 

20 

5.00 

1.00 

25.1 

20.*! 

IDS  DIVERSIFIED  EQUITY-INC.  A 

Large-cap  Value 

1389.8 

19 

5.00 

0.94 

18.7 

15.fft 

IDS  EQUITY  SELECT  A  X 

AVG 

Mid-cap  Blend 

••• 

804.5 

18 

5.00 

0.84 

24.5 

19.(1 

IDS  EQUITY  VALUE  B 

Large-cap  Value 

AVG 

1467.7 

-3 

5.00** 

1.69t 

20.9 

i7.:B 

IDS  GLOBAL  GROWTH  A 

Foreign 

940.4 

40 

5.00 

1.39 

14.S 

12.ll 

IDS  GROWTH  A 

Large-cap  Growth 

AVG 

2356.6 

49 

5.00 

0.93 

24.5 

23.lg 

IDS  INTERNATIONAL  A 

Foreign 

937.3 

16 

5.00 

1.39 

9.4 

7.4 

IDS  MANAGED  ALLOCATION  A  (oo) 

Large-cap  Blend 

2496.0 

-A 

5.00 

0.83 

12.2 

IDS  MUTUAL  A  X 

-* 

Domestic  Hybrid 

AVG 

2888.6 

7 

5.00 

0.83 

13.6 

10.!?-. 

IDS  NEW  DIMENSIONS  A 

AVG 

Large-cap  Growth 

** 

6784.8 

39 

5.00 

0.94 

24.4 

23- 

IDS  PROGRESSIVE  A 

Small-cap  Value 

389.2 

12 

5.U0 

1.04 

17.8 

1 5.1',  ( 

IDS  STOCK  A 

AVG 

Large-cap  Blend 

AVG 

2410.3 

16 

5.00 

0.79 

19.4 

17.:R 

IDS  STRATEGY  AGGRESSIVE  B 

Mid-cap  Growth 

♦ 

828.4 

-13 

5.00** 

1.851 

18.2 

16.« 

IDS  UTILITIES  INCOME  A 

AVG 

Utilities 

694.3 

3 

5.00 

0.89 

14.4 

INCOME  FUND  OF  AMERICA  X 

Domestic  Hybrid 

-*"*•* 

16192.2 

18 

5.75 

0.62t 

15.2 

INDEPENDENCE  ONE  EQUITY  PLUS 

Large-cap  Blend 

161.4 

75 

No  load 

NA 

24.5 

23.  ■ 

INVESCO  ADV.  EQUITY  C  (pp) 

* 

Large-cap  Blend 

AVG 

137.4 

21 

1.00** 

2.28t 

17.2 

17.:>* 

INVESCO  ADV.  FLEX  C  (qq) 

Domestic  Hybrid 

489.8 

23 

1.00** 

2.28t 

13.6 

II.''" 

INVESCO  ADV.  MULTIFLEX  C  (rr) 

Small-cap  Value 

286.8 

52 

1.00** 

2.50t 

17.0 

15.« 

INVESCO  BALANCED 

Domestic  Hybrid 

134.2 

53 

No  load 

1.29t 

14.7 

II-..! 

INVESCO  DYNAMICS 

♦ 

Mid-cap  Growth 

856.2 

37 

No  load 

1.14t 

15.7 

12. 

INVESCO  EMERGING  GROWTH 

Small-cap  Growth 

AVG 

268.0 

26 

No  load 

1.48t 

11.6 

INVESCO  EUROPEAN 

Europe 

326.0 

48 

No  load 

1.40 

29.7 

27.H 

INVESCO  GROWTH  & 

Large-cap  Blend 

651.3 

22 

No  load 

1.06t 

21.0 

lej 

INVESCO  INDUSTRIAL  INCOME 

AVG 

Domestic  Hybrid 

4290.8 

1 

No  load 

0.93t 

16.7 

13  J 

INVESCO  PACIFIC  BASIN 

Diversified  Pacific 

153.8 

-20 

No  load 

1.52 

INVESCO  STRAT.  ENERGY 

Natural  Resources 

233.1 

137 

No  load 

1.53 

38.8 

35.1^ 

INVESCO  STRAT.  FINANCIAL  SVCS  A 

•** 

Financial 

622.2 

44 

No  load 

1.26 

30.3 

26.; 

INVESCO  STRAT.  GOLD 

♦  ♦ 

Precious  Metals 

229.6 

41 

No  load 

1.32 

40.6 

29 

INVESCO  STRAT.  HEALTH  SCIENCE  &. 

♦  ♦ 

Health 

936.2 

-10 

No  load 

1.15 

11.4 

6. 

INVESCO  STRAT.  LEISURE  A 

AVG 

Specialty-Misc. 

237.5 

-9 

No  load 

1.29 

9. 1 

8 

INVESCO  STRAT.  TECHNOLOGY  X 

Technology 

AVG 

838.5 

46 

No  load 

1.12 

21.8 

 rr! 

17,1 

INVESCO  STRAT.  UTILITIES  A 

AVG 

Utilities 

-*-*"*- 

157.4 

5 

No  load 

1.18 

12.8 

Hi 

INVESCO  TOTAL  RETURN 

Domestic  Hybrid 

1227.4 

60 

No  load 

0.95 

13.1 

"1 

INVESCO  VALUE  EQUITY 

Large-cap  Value 

251.8 

44 

No  load 

0.97 

18.5 

17  ■■ 

INVESTMENT  CO.  OF  AMERICA  X 

-* 

Large-cap  Blend 

AVG 

30875.5 

20 

5.75 

0.60t 

19.4 

1  / 

IVY  GROWTH  A 

Large-cap  Blend 

288.6 

5 

5.75 

1.59t 

17.2 

14 

IVY  INTERNATIONAL  A  X 

Foreign 

952.3 

102 

5.75 

1.52t 

19.7 

19 

JANUS  BALANCED  A 

Domestic  Hybrid 

219.7 

58 

No  load 

1.32 

15.3 

11 

JANUS  ENTERPRISE 

Small-cap  Growth 

721.8 

45 

No  load 

1.23 

11.7 

10 

JANUS  X 

-* 

Large-cap  Blend 

AVG 

15890.3 

27 

No  load 

0.86 

19.6 

15 

JANUS  GROWTH  &  INCOME 

Large-cap  Growth 

AVG 

1100.5 

74 

No  load 

1.17 

26.0 

22 

JANUS  MERCURY 

Mid-cap  Growth 

2061.3 

29 

No  load 

1.12 

17.7 

13 

JANUS  OLYMPUS 

Mid-cap  Growth 

412.9 

406 

No  load 

NA 

21.7 

21 

JANUS  OVERSEAS 

Foreign 

955.4 

638 

No  load 

1.73 

28.8 

28 

JANUS  TWENTY 

Large-cap  Growth 

♦ 

4070.7 

33 

No  load 

0.99 

27.9 

21 

•Includes  redemption  fee.  **lncludes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  (Not  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets,  NA=Not  available.  NM=N 
(II)  Formerly  Mariner  Total  Return  Equity,  (mm)  Formerly  Idex  II  Global  A.  (nn)  Formerly  Idex  II  Growth  A.  (oo)  Formerly  IDS  Managed  Retirement  A.  (pp)  Formerly  EBI  Equity 
EBI  Flex,  (rr)  Formerly  EBI  Multiplex. 
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Equity  Funds 


MNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA 


RISK 


TELEPHONE 


LARGEST  HOLDING 


5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E  UNTAXED 

X    PRETAX  AFTERIAX    PRETAX  AFTERTAX     ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS) 


LEVEL 


BEST 


WORST 


QTR    %RET     QTR  %RET 


\e  years  of  data  available 
14.7  14.5 

20.3  17.8  13.8  11.7 
12.2  10.1  12.9  10.4 
11.2     9.2      13.0  10.4 


rrra 


Very  low 

Low 
Average 
Average 
Average 

Very  low  1 6 

Average  5 

Average  4 

High  10 

Average  2 


100  17  7  Sun  Hung  Kai  PropertiesdO) 

4  32  45  Ascend  Communs.(3) 

4  36  32  Computer  Associates  Intl. (5) 

NA  23  35  McDonnell  Douglas(5) 

NA  39  42  Adaptec(2) 


High 

12  92 

19.6 

n  92 

-13.7 

Very  high 

0  95 

24.7 

ng2 

-9.3 

Average 

n95 

10.0 

194 

-6.4 

High 

15  92 

13.3 

0  94 

-7.8 

Low 

IS  92 

15.5 

12  94 

-9.3 

Low 

195 

8.1 

194 

^.1 

800-915-6565 
800-225-5291 
800-225-5291 
800-225-5291 
800-225-5291 


27.4  25.8 
11.1  9.7 


20.9  18.4 
12.2  9.9 


rm 


16.1  14.5 
16.4  15.5 


NA 
NA 
9 
10 
12 


18 

22 
50 
37 
32 


22 
26 
22 
29 
17 


Vi/ells  Fargo(3) 
General  Electric(5) 
Cascade  Comniuns.(4) 
Benton  Oil  &  Gas(3) 
lntel(4) 


High 
Average 


Average 
Low 


0  95  15.9  0  92  -5.1 
12  93  13.9    m92  -4.1 


800-225-5291 
800-225-5291 
800-225-5291 
800-225-5291 
800-422-1050 


le  years  of  data  available 

22.0  19.9  16.1  13.8 
16.5  15.4 


rrm 


Very  low 
Average 

Low 
Very  low    1 0 


5 
4 
0 
11 


99 
100 

11 
4 
4 


22 
20 
22 
19 
19 


32 
15 
1 1 
19 
22 


Lukoil  (144A)(4) 
Granada  Group(5) 
Interdigital  Communs.(4) 
ICN  Pharmaceuticals(4) 
Chase  IVIanhattan(2) 


12  92  21.4  0  92 
195    9.1    12  94 


-8.1 
-2.1 


800-422-1050 
800-422-1050 
800-432-7856 
800-432-7856 
800-258-3030 


15.0  12.6 

14.3  13.3 

12.8  104      12.8  10.3 

17.6  15.7 


Q 


Low 
Very  low 
Average 
Average 

Low 


2  18 

100  19 

1  21 

4  50 

8  27 


20  Allegheny  Teledyne(5)  Average 
4  ANZ  Banking  Group(2)  Average 

14  General  Electric(3)  Average 

34  Corporate  Express(3)  Very  high 

21  Danka  Business  Sys.  (ADR)(4) 


195  10.2  194  -4.7 

E93  15.3  0192  -6.9 

195  9.1  194  -A.3 

12  92  25.5  0  94-13.7 


800-346-7301 
800-346-7301 
800-634-2536 
800-945-3863 
800-945-3863 


11.8     8.9      14.5  10.9 


10.6  8.8 
15.0  12.7 
10.2     7.6  12.6 


17.2  14.5 


Average     1 3 


10.1 


High  3 

High  15 

High  5 

Very  high  3 

High  5 

Average  4 

Average  6 

Average  14 

Low  6 


NA 

83 
9 
1 

4 


22 
28 
38 
24 
31 


18 
27 
32 
16 

25 


Baxter  InternationalO) 
IBM(4) 

Ascend  Commons. (4) 

NationsBank(4) 

OfficeMaxO) 


Average  0  95  7.8  0  94  -2.7 

High  0  95  16.7  192  -7.1 

Average  H  95  8.3  194  -3.1 

High  12  92  17.5  0  92-11.5 


800-945-3863 
800-851-9777 
800-851-9777 
800-328-8300 
800-328-8300 


15.4  13.3 

13.2  10.5 

14.2  11.7 
9.0  8.0 

16.3  13.7 


13.8  10.7 

13.9  11.0 


16.7  12.4 


5 
4 
10 
92 
3 


19 
25 
17 
24 
32 


16 
35 
25 
11 
37 


Philip  Morris(2) 
Tyco  lnternational(2) 
General  Electric(2) 
Generale  des  Eaux(l) 
Tellabs(4) 


Very  low 
Average 
Low 
High 
H|gh 

High 
Average 
Very  low 
Average 

Low 


1 93  9.2 

12  92  10.6 

12  96  8.5 

12  93  12.8 

12  92  13.8 


12  94  ^.0 

194  -5.8 

194  -3.8 

12  94  -9.6 

0  92  -5.7 


800-328-8300 
800-328-8300 
800-328-8300 
800-328-8300 
800-328-8300 


8.1 
9.9 
11.7 


6.8 
7.1 
8.8 


14.5  13.0 
14.5  12.5 


7.5  5.7 

13.8  11.3 

11.6  8.2 
17.8  15.1 

10.7  7.9 


Average 
Average 

Low 
Average 
Average 


100 
32 
12 
2 
10 


27 
26 
18 
30 
20 


11 
16 
14 
35 
19 


Sanrioz  (Reg)(2) 
NationsBank(2) 
General  Electricd ) 
Cisco  Systems(4) 
Allied  Group(2) 

General  Electric(2) 
Cisco  Systems(4) 
BCE(2) 

Atlantic  Richfield(2) 
General  Electric(6) 


12  93  11.0 

ni  94  8.8 

195  7.2 

E92  11.2 

12  92  9.4 


192  -5.8 

194  -6.0 

194  -3.8 

0  92  -A.2 

194  -2.6 


800-328-8300 
800-328-8300 
800-328-8300 
800-328-8300 
800-328-8300 

800-328-8300 
800-328-8300 
800-328-8300 
800-421-4120 
800-334-2292 


12.7     9.7      13.9  10.2 

9.7  8.1  12.5  11.0 
11.5  9.2 

13.1  10.6  12.2  9.3 
I  years  of  data  available 


■  ■ 


or 


Average  5 
High  14 

Average  3 
Low  8 
3 


13 
3 

20 
6 
1 


25 
42 
20 
19 
23 


21 
44 
12 
16 
NA 


Low 
High 
Low 
Very  low 


195  7.1 

ffl95  12.9 

12  96  9.5 

195  7.2 


12  94  -3.5 

0  94  -7.7 

194  -64 

194  -A.5 


12.6  10.6 
11.6  10.0 


13.0  10.2 


□AH 

nn"y 

CTEH 


16.0    12.8      15.8  13.1 


Low  4  7  21  28  Computer  Associates  Intl. (3) 

Very  low  2  10  19  21  Unilever  (NY)(2) 

Average  5  23  22  14  Public  Storage(l) 

Very  high  11  28  24  11  Forcenergy  CI  B(4) 

Very  high  3  12  36  19  Cisco  Systems(4) 

Very  high  9  11  46  18  Saville  Systems  (ADR)(3) 

High  5  99  29  24  Tomra  Systems(2) 

High  1  8  30  19  InteKS) 

Average  3  6  23  21  Bank  of  New  York(2) 

Average  2  100  29  9  HSBC  Holdings  (HK)(3) 


Low 
Very  low 


High  _ 

High 

High 
Average 

Low 
Very  high 


1 95  8.6 
1 95  7.8 


194  -3.0 
194  -3.9 


12  92  19.3    0  92  -8.1 


800-554-1156 
800-554-1156 
800-554-1156 
800-525-8085 
800-525-8085 


16.7 
11.5 
11.7 
11.0 
5.8 


14.9 
10.2 
8.0 
8.6 
4.8 


9.4  8.5 

13.0  10.0 

14.8  11.9 

6.6  5.1 


□EH 


12  92  22.8 

12  96  10.1 

12  92  8.9 

1 93  9.0 

193  10.8 


0  92-10.9 
0192  -6.8 
0  92  -6.2 
192  -4.0 
192-11.2 


800-525-8085 
800-525-8085 
800-525-8085 
800-525-8085 
800-525-8085 


9.3 

8.7 

8.1 

7.3 

■  1  U 

Very  high 

14 

22 

31 

15 

Flores  &  Rucks(5) 

High 

193 

18.8 

12  93 

-124 

800-525-8085 

20.8 

17.5 

19.5 

17.3 

High 

4 

2 

16 

20 

Conseco(6) 

Average 

12  92 

18.6 

194 

-5.7 

800-525-8085 

12.6 

10.8 

3.8 

2.9 

Average 

-A 

81 

44 

25 

Bre-X  IVIinerals(9) 

Very  high 

196 

46.2 

12  94 

-21.3 

800-525-8085 

7.1 

5.7 

21.3 

19.5 

High 

5 

9 

40 

33 

Oxford  Health  Plans(5) 

Very  high 

0195 

19.5 

193 

-22.0 

800-525-8085 

15.0 

12.9 

17.2 

14.6 

High 

5 

21 

28 

10 

Time  Warner(4) 

Average 

0193 

19.8 

194 

-5.6 

800-525-8085 

20.6 

17.6 

20.5 

18.3 

Very  high 

19 

9 

36 

23 

American  General  Finance(5) 

High 

12  92 

23.6 

0  92 

-9.8 

800-525-8085 

11.3 

8.5 

10.9 

84 

Very  high 

13 

6 

18 

10 

Public  Service  Colorado(4) 

Low 

0  93 

8.8 

194 

-6.3 

800-525-8085 

13.0 

11.5 

LUiH 

Low 

4 

11 

19 

13 

Compaq  Computer(2) 

Very  low 

0  95 

7.9 

194 

-2.9 

800-525-8085 

13.3 

11.6 

13.6 

114 

Low 

7 

4 

20 

25 

Boatmen's  Bancshares(2) 

Average 

195 

84 

194 

-2.8 

800-525-8085 

13.3 

11.4 

13.9 

11.6 

Low 

8 

10 

23 

32 

Philip  Morris(3) 

Low 

0  95 

8.7 

194 

-3.7 

800-421-4120 

11.3 

8.4 

11.7 

9.0 

1  y  u 

wuta 

Average 

4 

24 

25 

24 

Cabletron  Systemsd ) 

Average 

0195 

9.0 

ffl94 

-3.5 

800-456-5111 

15.8 

15.0 

15.5 

14.2 

Very  low 

7 

100 

22 

19 

Lukoil  (144A)(4) 

High 

12  93 

12.9 

m92 

-5.7 

800-456-5111 

1  M  y 

Very  high 

9 

14 

24 

15 

Wells  Fargo(4) 

800-525-8983 

1  1  1  M 

Very  high 

7 

16 

46 

27 

FastenaKB) 

800-525-8983 

12.7 

10.7 

16.4 

13.5 

High 

22 

18 

29 

27 

Electronic  Data  Systems(5) 

Low 

0  95 

9.0 

192 

-2.7 

800-525-8983 

12.9  11.2 

years  of  data  available 
years  of  data  available 
11.4     8.9      16.6  14.2 


Very  high  5 
Very  high  13 
7 

Very  high  27 
High  2 


10 
19 

3 
99 

6 


28 
37 
41 
27 
28 


21 
18 
NA 
15 
23 


Wells  Fargo(4) 
Wells  Fargo(5) 
Nike(8) 

Rentokil  Group(4) 
Wells  Fargodi) 


Average     0195  11.8     192  -6.6 


High 


0  95  14.3     192  -8.1 


800-525-8983 
800-525-8983 
800-525-8983 
800-525-8983 
800-525-8983 


DATA:  MORNINGSTAR,  INC.,  CHICAGO,  IL, 
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MUTUAL  FUND  SCOREBOARD 


FUND  OVERALL  RATING      CATEGORY  '  RATING     SIZE   FEES   1996  RETUR 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

PRE- 

AFTER 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

TAX 

JANUS  VENTURE 

Small-cap  Growth 

* 

1705.5 

-5 

No  loadt 

0.91 

8.0 

5.3 

JANUS  WORLDWIDE 

* 

World 

5046.3 

155 

No  load 

1.23 

26.4 

24.5 

JAPAN 

Japan 

383.7 

-30 

No  load 

1.21 

-10.9 

-11.5' 

KAUFMANN  JL 

♦ 

Small-cap  Growth 

*-* 

5274.0 

67 

0.20* 

2.17t 

20.9 

19.r 

KEMPER  BLUE  CHIP  A 

♦ 

Large-cap  Growth 

AVG 

21 5.9 

36 

5.75 

1 .301 

27  7 

2 1  1 

KEMPER  GROWTH  A  & 

Large-cap  Growth 

1797.1 

5 

5.75 

1.07t 

16.3 

KEMPER  INTERNATIONAL  A 

Foreign 

AVG 

373.8 

23 

5.75 

1.57t 

17.1 

14. < 

KEMPER  RETIREMENT  II 

AVG 

Domestic  Hybrid 

168.5 

-3 

5.00t 

0.94 

10.7 

5.5 

KEMPER  RETIREMENT  IV 

Domestic  Hybrid 

136.5 

-9 

5.001: 

0.95 

9.5 

5.; 

KEMPER  SMALL  CAP  EQUITY  A  & 

Small-cap  Growth 

♦ 

632.4 

12 

5  75 

1  081 

14  1 

1  1  ^ 

KEMPER  TECHNOLOGY  A 

Technology 

♦ 

1007.1 

14 

5.75 

0.88t 

20.6 

15.; 

KEMPER  TOTAL  RETURN  A 

Domestic  Hybrid 

1900.7 

6 

5.75 

1.12t 

16.3 

11.; 

KEMPER-DREMAN  HIGH  RETURN  A 

-** 

Large-cap  Value 

* 

382.7 

397 

5.75 

1.25t 

28.8 

27.; 

KEMPER-DREMAN  SMALL  CAP  A  A 

Small-cap  Value 

143.3 

587 

5.75 

1.25t 

29.6 

28.( 

KEYSTONE  BALANCED  (K-1)  X 

* 

Domestic  Hybrid 

1 570  8 

-J 

4  00"* 

171  + 

15  3 

1 3  ( 

KEYSTONE  GLOBAL  OPPORT.  B  & 

World 

351.7 

28 

5.00** 

2.38t 

2.8 

1.: 

KEYSTONE  GROWTH  &  INC.  (S-1) 

AVG 

Large-cap  Blend 

265.8 

19 

4.00** 

1.84t 

21.1 

17.( 

KEYSTONE  INTERNATIONAL 

Foreign 

-* 

161.3 

20 

4.00** 

2.42t 

13.7 

!3.' 

KEYSTONE  MID-CAP  GROWTH  (S-3) 

Mid-cap  Growth 

AVG 

305.5 

2 

4.00** 

1.73t 

8.2 

5. 

KEYSTONE  OMEGA  A 

Mid-cap  Growth 

AVG 

154.8 

15 

5.75 

1 .37t 

1 1 .3 

8 

KEYSTONE  PRECIOUS  METALS  HLDG.  X 

Precious  Metals 

169.9 

-10 

4.00** 

2.26t 

2.5 

1., 

KEYSTONE  SMALL  CO.  GROWTH  (S-4)  A 

Mid-cap  Growth 

1784.1 

-10 

4.00** 

1.72t 

0.8 

-2.: 

KEYSTONE  STRAT.  GROWTH  (K-2) 

Mid-cap  Growth 

* 

516.9 

-1 

4.00** 

2.00t 

12.0 

8.. 

LANDMARK  BALANCED  A 

AVG 

Domestic  Hybrid 

230.5 

-6 

4.75 

1.02t 

7.6 

5. 

LANDMARK  EQUITY  A 

AVG 

Large-cap  Blend 

229.1 

7 

4.75 

1 .05t 

1 3.8 

]  ] 

LEGG  MASON  INTL.  EQUITY  PRIM,  (ss) 

Foreign 

167.5 

156 

No  load 

2.25t 

16.6 

15.| 

LEGG  MASON  SPEC.  INVMT.  PRIM.  X 

♦ 

Small-cap  Blend 

964.4 

35 

No  load 

1.96t 

28.7 

26.)* 

LEGG  MASON  TOTAL  RETURN  PRIM. 

* 

Large-cap  Value 

344.7 

42 

No  load 

1.95t 

31.1 

29.|| 

LEGG  MASON  VALUE  PRIM.  X 

Large-cap  Value 

AVG 

1976.1 

47 

No  load 

1.82t 

38.3 

36.  iB' 

LEXINGTON  CORPORATE  LEADERS 

-** 

Large-cap  Value 

AVG 

391 .7 

53 

Nn  ln:ld 

0.58 

22.4 

20.  P 

LEXINGTON  GROWTH  &  INCOME 

* 

Large-cap  Blend 

•* 

200.2 

44 

No  load 

1.09t 

26.5 

24. 

LEXINGTON  WORLDWIDE  EMG.  MKTS. 

Diversified  Emerging  Mkts. 

256.5 

-1 

No  load 

1.88 

7.4 

7. 

LINDNER  DIVIDEND  INV.  X 

Domestic  Hybrid 

*  *  * 

2281.5 

9 

No  load 

0.60 

11.5 

8. 

LINDNER  GROWTH  INV.  X 

* 

Small-cap  Value 

AVG 

1495.1 

6 

No  load 

0.63 

21.0 

16. 

LKCM  SMALL  CAP  EQUITY 

Small-cap  Blend 

187.6 

53 

Nn  Inari 

1 .00 

27.0 

24. 

LONGLEAF  PARTNERS 

Mid-cap  Blend 

2300.1 

23 

No  loadt 

1.01 

21.0 

17. 

LONGLEAF  PARTNERS  REALTY  &. 

Real  Estate 

156.0 

NM 

No  load 

NA 

40.7 

40. 

LONGLEAF  PARTNERS  SMALL-CAP 

** 

Small-cap  Value 

•* 

252.2 

85 

No  load 

1.30 

30.6 

28. 

LOOMIS  SAYLES  SMALL  CAP  VALUE  (tt) 

AVG 

Small-cap  Blend 

♦ 

142.4 

57 

No  load 

1.25 

30.4 

25, 

LORD  ABBETT  AFFILIATED  A  (uu)  A 

Large-cap  Value 

AVG 

6409  5 

21 

5.75 

0.631 

20.1 

1 6, 

LORD  ABBETT  DEVELOPING  GR.  A 

Small-cap  Growth 

AVG 

292.3 

50 

5.75 

1.03t 

22.3 

17, 

LORD  ABBETT  MID-CAP  VALUE  (vv) 

AVG 

Mid-cap  Value 

257.8 

13 

5.75 

1.27t 

21.2 

18 

MAINSTAY  CAPITAL  APPREC.  B 

♦ 

Mid-cap  Growth 

AVG 

1341.1 

57 

5.00** 

1.70t 

18.6 

18 

MAINSTAY  EQUITY  INDEX  A 

-* 

Large-cap  Blend 

AVG 

225.6 

106 

3.00 

I.IOt 

21.9 

19 

MAINSTAY  TOTAL  RETURN  B 

AVG 

Domestic  Hybrid 

1029.6 

20 

5.00** 

1 .70t 

12.7 

1 1 

MAINSTAY  VALUE  B 

-*"* 

Mid-cap  Value 

AVG 

1018.8 

44 

5.00** 

1.80t 

21.1 

18 

MAIRS  &  POWER  GROWTH  X 

-**'* 

Mid-cap  Blend 

*-*-* 

150.2 

113 

No  load 

0.99 

27.8 

26 

MANAGERS  INTL.  EQUITY 

Foreign 

*** 

259.2 

85 

No  load 

1.58 

12.7 

1  1 

MANAGERS  SPECIAL  EQUITY  X 

AVG 

Small-cap  Growth 

250.0 

111 

No  load 

1.44 

24.8 

22 

MARKETWATCH  EQUITY 

Large-cap  Blend 

231 .9 

89 

4.50 

1 .35t 

23.7 

22 

MARSHALL  EQUITY-INCOME 

Large-cap  Value 

231.4 

74 

No  load 

1,01 

21.2 

18 

MARSHALL  INTERNATIONAL  STOCK  &. 

Foreign 

170.0 

63 

No  load 

1.54t 

19.7 

18 

MARSHALL  MID-CAP  STOCK 

Mid-cap  Growth 

161.0 

49 

No  load 

1.01 

20.6 

17 

MARSHALL  STOCK  & 

Large-cap  Blend 

236.1 

-14 

No  load 

0.98 

14.7 

9 

MARSHALL  VALUE  EQUITY 

Mid-cap  Value 

1 75  1 

-14 

nu  lUdU 

0  96 

1 3.9 

g 

MASSACHUSETTS  INV.  GROWTH  STOCK  A 

Large-cap  Growth 

1341.6 

19 

5.75 

0.73t 

22.8 

14 

MASSACHUSETTS  INV.  A 

-* 

Large-cap  Blend 

-* 

2752.4 

33 

5.75 

0.70t 

25.9 

22 

MATHERS  X 

♦ 

Domestic  Hybrid 

171.6 

-26 

No  load 

0.98 

-0.1 

-1 

MENTOR  GROWTH  B  X 

AVG 

Small-cap  Growth 

** 

390.5 

46 

4.00** 

2.08t 

21.0 

16 

MENTOR  STRATEGY  B 

Mid-cap  Growth 

302  8 

28 

4  00** 

2.08t 

17.7 

}A 

MERGER 

Mid-cap  Blend 

473.8 

93 

No  loadt 

1.41t 

10.0 

1 

MERIDIAN  X 

Small-cap  Growth 

-* 

377.9 

1 

No  load 

0.96 

11.2 

£ 

MERRILL  LYNCH  BASIC  VALUE  B 

** 

Large-cap  Value 

* 

3720.2 

29 

4.00'* 

1.61t 

16.6 

MERRILL  LYNCH  CAPITAL  B 

* 

Domestic  Hybrid 

AVG 

5249.5 

10 

4.00** 

1.58t 

1 1.5 

MERRILL  LYNCH  DEV.  CAP.  MKTS.  B 

Diversified  Emerging  Mkts. 

308.9 

57 

4.00** 

2.56t 

12.2 

1 1 

MERRILL  LYNCH  DRAGON  B 

Pacific  ex-Japan 

1175.5 

19 

4.00** 

2.41 1 

12.4 

1; 

MERRILL  LYNCH  EUROFUND  B 

Europe 

♦ 

776.4 

2 

4.00** 

2.15t 

24.0 

If 

MERRILL  LYNCH  FUND  FOR  TOMORROW  D 

Large-cap  Blend 

237.1 

6 

5.25 

1.33t 

13.7 

MERRILL  LYNCH  FUNDAMENTAL  GROWTH  B 

Large-cap  Growth 

149.5 

83 

4.00** 

2.16t 

17.7 

IE 

MERRILL  LYNCH  GLOBAL  ALLOC.  B 

International  Hybrid 

8984.6 

27 

4.00** 

1.93t 

15.0 

1 ; 

•Includes  redemption  tee.  ''Includes  deferred  sales  charge,  tl2(b)-l  plan  in  effect,  tNot  currently  accepting  new  accounts,  §Less  than  0,5%  of  assets,  NA=Not  available,  NM- 
(ss)  Formerly  Legg  Mason  Global  Equity  Prim,  (tt)  Formerly  Loomis  Sayles  Small  Cap.  (uu)  Formerly  Affiliated,  (vv)  Formerly  Lord  Abbett  Value  Appreciation. 


94  BUSINESS  WEEK  /  FEBRUARY  3,  1997 


Equity  Funds 


NNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 


5  YEARS 

10  YEARS 

RIM  in  VPAP 
DVV  lU-TLHn 

1  UnlSUVtn 

pARFtPN 

P-E 

1  tWTAYFn 

LARGEST  HOLDING 

LEVEL 

BEST 

WORST 

PRETAX  AnERIAX 

PRETAX  AFTERTAX 

ANALYSIS 

% 

RATIO 

GAINS  (%) 

COMPANY  (%  ASSETS) 

QTR 

%RET 

QTR 

%RET 

11.0 

8.5 

15.8 

13.2 

^^-^  ■ 

COB 

High 

6 

8 

38 

27 

Wise.  Central  Transport(6) 

High 

IE  95 

14.7 

0  92 

-3.6 

ortn  etc  onot 

800-525-8983 

17.5 

16.1 

High 

1 1 

87 

28 

22 

Rentokil  Group(5) 

Average 

IS  93 

12.7 

0192 

^.1 

800-525-8983 

-1.7 

-2.6 

3.5 

0.0 

m  m  1 

Average 

4 

100 

38 

-7 

Nichiei(6) 

Very  high 

I  94 

16.8 

I  92- 

-15.2 

800-535-2726 

18.9 

18.4 

19.3 

18.9 

Average 

g 

g 

37 

34 

HFS(4) 

nign 

TT  QO 

-  1  Z.J 

800-237-01 32 

10.3 

7.9 

High 

3 

4 

25 

25 

Ryder  System(2) 

Average 

TT  Q9 
11  Sit 

R  1 
U.  1 

800-621-1048 

7.6 

5.0 

14.4 

11.3 

High 

16 

5 

27 

33 

Ceridian(2) 

High 

IS92 

10.9 

0  92 

-7.6 

O00-o2l- i04o 

10.4 

9.2 

9.4 

7.3 

II  U  1 

High 

5 

100 

30 

20 

Ciba-Geigy(3) 

High 

m93 

12.0 

0192 

-8.7 

800-621-1048 

8.1 

5.2 

1  1  1  1  1 

M  i  U 

Average 

4 

3 

27 

19 

Monsanto(l) 

Low 

n95 

7.7 

192 

-5.6 

800-62 1  - 1 048 

HVCIdgc 

3 

3 

27 

IVlUllodlUUV  1  ) 

flOfl-fi?  1  - 1 048 

OUU  OZ  1    1  U*tO 

11.1 

8.4 

14.0 

10.8 

LLU 

Average 

15 

6 

35 

34 

LCI  lnternational(2) 

High 

111  so 

TT  QO 

111 

800-621-1048 

16.2 

12.2 

15.5 

11.5 

High 

2 

4 

39 

28 

Cisco  Systems(4) 

High 

0  95 

18.7 

0  92 

-8.5 

800-621-1048 

8.7 

6.0 

10.9 

8.5 

1  ■  LJ 

High 

5 

4 

25 

18 

Philip  IVIorris(2) 

Average 

n95 

7.9 

094 

-5.4 

800-621-1048 

19.6 

18.7 

[  [  IJI 

Low 

24 

0 

20 

14 

FNII/IA(6) 

Average 

12  92 

12.2 

12  94 

-5.3 

800-621-1048 

HVcldgC 

1 5 

3 

1 5 

1 2 

Daily  CDlclldllllllclll^^/ 

OUU  O*.  1    1  U*tO 

9.9 

8.0 

10.5 

8.2 

High 

1 

2 

22 

26 

General  Electric(4) 

Low 

1  3U 

1  y*f 

_4  A 

800-343-2898 

1  I  1  1  1 
1  M  U 

Average 

5 

54 

31 

9 

Shohkoh  Fund(2) 

800-343-2898 

10.6 

7.8 

11.4 

8.7 

 ■ 

High 

1 

7 

26 

27 

General  Electric(3) 

Average 

n95 

9.4 

194 

-4.7 

800-343-2898 

9.7 

8.8 

6.2 

4.8 

M  W  1 

Average 

4 

98 

27 

24 

Canon(4) 

Average 

Q  93 

10.9 

12  94 

-A.Z 

800-343-2898 

9.9 

6.7 

11.5 

8.3 

liiM  i  1 

nign 

4 

4 

34 

1 8 

HFS(3) 

nigii 

ITT  Q*^ 
111  33 

1  1  A 

11  9Z 

A  1 

OUU  OHO  Z030 

12.3 

9.6 

16.0 

12.5 

High 

4 

5 

33 

10 

General  Electric(4) 

High 

m  93 

n  94 

— O.o 

800-343-2898 

8.9 

8.5 

6.2 

5.6 

1  1  m  ] 
\  \  W  I 

Average 

2 

78 

40 

23 

Euro-Nevada  Uining(5) 

Very  high 

n93 

35.3 

12  94 

-14.2 

800-343-2898 

13.6 

10.3 

14.& 

11.9 

High 

13 

NA 

37 

18 

Ensco  lnternational(2) 

Very  high 

19  92 

21.3 

0  92 

-11.3 

800-343-2898 

11.4 

8.4 

11.8 

8.7 

High 

3 

15 

29 

22 

General  Electric(4) 

High 

12  92 

13.9 

0  94 

-A.2 

800-343-2898 

8.4 

7.1 

1  1  1  1  1 

Very  high 

Q 
O 

MA 

£.0 

1 1 

1  0 

Electronic  Data  Systemsd) 

Low 

I  95 

I  94 

-o.  / 

onn  701  1  QQQ 
□  UU-  /  Z  (  -  1  033 

11.8 

10.7 

LLUJ 

Average 

5 

NA 

26 

25 

Pfizer(3) 

Average 

12  92 

I  94 

-4. 1 

800-721-1899 

e  years  of  data  available 

1  1  1  1  1 

1  1  M  1 

3 

99 

23 

7 

Lloyds  TSB  Group(l) 

800-577-8589 

14.4 

13.4 

14.6 

13.2 

■HW 

Low 

3 

12 

22 

27 

America  0nline(5) 

High 

12  92 

17.7 

12  94 

-8.2 

800-577-8589 

15.7 

14.1 

12.2 

10.4 

Low 

3 

10 

16 

24 

IBM(5) 

Average 

12  96 

12.5 

12  94 

-8.6 

800-577-8589 

19.6 

18.7 

14.4 

13.0 

L.J  LJ 

Low 

c 

ij 

Q 

1  Q 

rMMAr7\ 

Average 

Q  95 

14.5 

I  94 

-2.0 

finn  R7"7  R^flQ 
OUU-J  /  /-OuOa 

16.9 

14.1 

14.9 

10.7 

1 

NA 

20 

28 

Mobil(9) 

Average 

I  95 

1 1 .0 

I  94 

-5.1 

800-526-0056 

13.8 

10.6 

11.0 

7.5 

High 

8 

2 

25 

18 

Diamond  Offshore  Drilling(4) 

Average 

12  92 

9.0 

12  94 

-3.7 

800-526-0056 

8.1 

7.2 

8.4 

5.8 

lJ  ■  1 
■  m  1 

High 

5 

100 

21 

-3 

Lukoil(3) 

High 

12  93 

31.8 

12  94 

-12.7 

800-526-0056 

12.8 

10.0 

11.2 

8.1 

U  ■  1 
■  ■  1 

Low 

3 

8 

19 

7 

NorAm  Energy(2) 

Very  low 

193 

6.9 

12  94 

-2.7 

314-727-5305 

14.3 

11.8 

13.0 

10.2 

■_yj 

Average 

1 8 

97 

OH 

Alliant  Techsystems(3) 

Average 

I  93 

8.8 

12  94 

~2A 

'ji'T-  t  £  t  -OOU3 

!  years  of  data  availoble 

Mill 

11 

NA 

27 

18 

Kirby(2) 

817-332-3235 

19.9 

17.5 

Very  low 

16 

6 

24 

21 

Knight-Ridderd  1) 

Very  low 

195 

11.4 

12  94 

-4.9 

800-445-9469 

!  years  of  data  available 

ni  M 

15 

14 

26 

NA 

Trizec(IO) 

800-445-9469 

15.5 

14.2 

Low 

3 

6 

26 

23 

White  Riverd  1) 

Low 

12  92 

13.9 

0  92 

-7.0 

800-445-9469 

17.4 

14.5 

1  1  M 

nign 

1 

1  o 

OA 

rairiui  Hincr.  nospitoiiiyiz; 

Hiah 

nign 

12  92 

1 7.8 

0  92 

-1 3.2 

ftnn  ai'i  "inn 

OUU-DOO-OOOU 

15.9 

12.7 

13.3 

9.8 

Average 

3 

3 

22 

24 

MCI  CommunicationsO) 

Low 

12  96 

8.7 

I  94 

-3.5 

800-874-3733 

15.6 

12.1 

13.7 

11.2 

Average 

4 

2 

25 

42 

JLG  industries(5) 

High 

n95 

19.0 

0  92 

-13.3 

800-874-3733 

13.8 

11.0 

11.9 

8.6 

1  '  LJ  i 

Average 

4 

6 

21 

20 

Snap-Gn(4) 

Average 

12  92 

9.3 

12  94 

-4.5 

800-874-3733 

14.8 

14.5 

16.0 

15.0 

rm 

Low 

5 

5 

29 

28 

HFS(3) 

High 

12  92 

23.3 

0  92 

-11.4 

800-522-4202 

14.0 

13.0 

Very  low 

c 
□ 

A 

H 

OA 

O  1 

Low 

I  95 

9.2 

I  94 

—4.2 

Qnn  Koo  AOC\o 
OUU-DzZ-HZUz 

10.0 

9.1 

Very  high 

4 

3 

29 

24 

3Com(2) 

Average 

12  92 

9.3 

0  92 

—4.9 

800-522-4202 

16.0 

14.1 

14.4 

12.7 

--j-r-j -,- 
SSl 

Average 

13 

3 

18 

20 

IBM(3) 

Low 

12  92 

11.4 

12  94 

-4.3 

800-522-4202 

19.4 

18.1 

17.2 

15.3 

Very  low 

6 

NA 

22 

50 

Medtronic(6) 

Average 

ffl95 

16.7 

194 

-3.8 

800-304-7404 

14.0 

13.2 

10.9 

8.9 

LJiH_l 

Average 

10 

98 

23 

12 

Sony(2) 

Average 

12  93 

10.5 

H  94 

-3.4 

800-835-3879 

17.4 

14.9 

17.8 

14.9 

Average 

Q 
3 

I 

ZD 

National  Education(3) 

Average 

12  92 

14.8 

0  92 

-4.4 

onn  ooc  007Q 

Mil 

Low 

1 

NA 

20 

27 

State  Street  Boston(3) 

800-232-9091 

1  II  U 

Average 

19 

1 

21 

18 

General  Electric(4) 

800-236-8560 

years  of  data  available 

11  1  II 

16 

NA 

20 

9 

Telefonica  de  Espana(2) 

800-236-8560 

M  1  ■ 

High 

3 

8 

34 

24 

Kohrs(3) 

800-236-8560 

II  1  U 

1  1  1  H 

Average 

1 

A 
H 

oi 

Z  1 

General  Electric(3) 

onn  T3C  occn 
oUU-zob-oobU 

1 1 1  y 

Average 

15 

12 

24 

14 

HorshamO) 

800-236-8560 

;<ri2.4 

8.1 

14.2 

10.2 

Average 

8 

3 

33 

34 

IVIicrosoft(5) 

High 

12  92 

15.3 

194 

-8.3 

800-637-2929 

15.5 

11.3 

15.5 

11.4 

Mill 

Average 

3 

7 

22 

33 

Philip  IVIorris(3) 

Low 

195 

9.2 

192 

-4.0 

800-637-2929 

1.2 

0.0 

7.4 

4.5 

Average 

9 

NA 

23 

-1 1 

Conseco(7) 

Average 

0  95 

4.0 

12  94 

-3.0 

800-962-3863 

16.6 

13.4 

13.5 

11.5 

|_^^ 

Average 

I  o 

1 

•5/1 

Career  Horizons(2) 

High 

m  95 

13.9 

0  92 

-7.8 

onn  001  nn  1  c 

oOO-oBz-0016 

1 1 1  y 

High 

21 

3 

27 

26 

JLG  lndustries(2) 

800-382-0016 

10.8 

8.7 

II  U  1 
1  1  H  1 

Very  high 

15 

8 

37 

7 

Bally  Entertainment(4) 

Very  low 

0  93 

5.5 

0  92 

-1.2 

800-343-8959 

12.3 

11.0 

14.3 

12.4 

Low 

26 

3 

31 

26 

Vivra(3) 

High 

12  92 

18.3 

0  92 

-8.1 

800-446-6662 

15.4 

13.8 

LLUJ 

Very  low 

17 

9 

18 

24 

Citicorp(3) 

Low 

193 

10.0 

194 

-2.1 

800-637-3863 

11.4 

8.9 

f  LUJ 

Average 

27 

1  D 

Q 

vpr  thn\i\to\ 

Irr  ^MUnAZ/ 

Low 

0  95 

8.2 

194 

-2.1 

onn  cn  ooco 

years  of  data  available 

Mill 

Average 

2 

98 

17 

4 

Korea  Mobile  Telecom(5) 

800-637-3863 

1  1  1  U 

Low 

3 

100 

19 

22 

Cheung  Kong  Holdings(4) 

800-637-3863 

11.9 

9.7 

UiiUJ 

Average 

2 

100 

17 

22 

STET(2) 

High 

12  93 

10.6 

DI92 

-9.0 

800-637-3863 

1  years  of  data  available 

II  1  1  1 

Average 

10 

22 

27 

24 

Schering-Plough(4) 

800-637-3863 

irears  of  data  available 

1  1  1  1  1 

Average 

15 

8 

27 

27 

Johnson  &  Johnson(4) 

800-637-3863 

12.7 

10.5 

Low 

22 

45 

21 

9 

Stora  Kopparberg  CI  A(l) 

Very  low 

0  95 

9.1 

12  94 

-3.0 

800-637-3863 

DATA:  MORNINGSTAR,  INC.,  CHICAGO,  IL. 


BUSINESS  WEEK  /  FEBRUARY  3,  1997  95 


MUTUAL  FUND  SCOREBOARD 


FUND                                            OVERALL  RATING 

CATEGORY 

RATING 

SIZE 

FEES 

1996  RETUR 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG, 

SALES 

EXPENSE 

PRE- 

AFTEf 

Of  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

TAX 

MERRILL  LYNCH  GLOBAL  UTIL.  B 

AVG 

Utilities 

AVG 

335.5 

-15 

4.00" 

1.68t 

13.3 

11.; 

MERRILL  LYNCH  GROWTH  B  (ww) 

AVG 

Mid-cap  Growth 

3087.2 

52 

4.00*' 

1.84t 

28.4 

25.: 

MERRILL  LYNCH  HEALTHCARE  B 

Health 

210.7 

46 

4.00** 

2.55t 

10.7 

7.( 

MERRILL  LYNCH  INTL.  EQUITY  B 

Foreign 

803.1 

-13 

4.00** 

2.09t 

6.0 

4.( 

MERRILL  LYNCH  LATIN  AMER.  B 

latin  America 

518.9 

9 

4.00** 

2.7n 

24.3 

23  f 

MERRILL  LYNCH  PACIFIC  B 

Diversified  Pacific 

1299.3 

25 

4.00** 

1.96t 

5.0 

2.i 

MERRILL  LYNCH  PHOENIX  B 

AVG 

Small-cap  Blend 

* 

397.9 

-1 

4.00** 

2.261 

20.5 

11.; 

MERRILL  LYNCH  SPEC.  VALUE  B  & 

AVG 

Small-cap  Value 

374.3 

16 

4.00** 

2.15t 

22.6 

17.( 

MERRILL  LYNCH  TECHNOLOGY  B 

Technology 

466.9 

-27 

4.00** 

2.34t 

3.2 

1.' 

MFS  CAPITAL  GROWTH  B 

AVG 

Large-cap  Blend 

431.0 

-2 

4.00** 

2.14t 

16.2 

9. 

MFS  EMERGING  GROWTH  B  X 

Mid-cap  Growth 

3655.3 

78 

4.00- * 

2.08t 

13.9 

13.' 

MFS  GROWTH  OPPORTUNITIES  A 

Mid-cap  Growth 

-* 

835.5 

16 

5.75 

0.87t 

21.9 

18.: 

MFS  MANAGED  SECTORS  A 

Mid-cap  Blend 

232.8 

18 

5.75 

1.43t 

17.2 

13.! 

MFS  RESEARCH  A 

Mid-cap  Growth 

-A  ^ 

1138.2 

102 

5.75 

0.91t 

24.3 

22. 

MFS  TOTAL  RETURN  A 

Domestic  Hybrid 

2739.5 

16 

4.75 

0.91 1 

14.8 

11. 

MFS  VALUE  A 

•* 

Mid-cap  Blend 

427.5 

84 

5.75 

1.351 

16.7 

13.! 

MFS  WORLD  ASSET  ALLOCATION  B 

International  Hybrid 

143.4 

51 

4.00** 

2.10t 

14.5 

11.! 

MFS  WORLD  EQUITY  B 

AVG 

World 

201.6 

27 

4.00** 

2.55t 

19.5 

16.! 

MFS  WORLD  GROWTH  B 

World 

290.4 

15 

4.00** 

2.45t 

12.5 

1 1.1 

MFS  WORLD  TOTAL  RETURN  A 

International  Hybrid 

AVG 

136.2 

18 

4.75 

1.77t 

15.4 

13J 

MIDAS 

Precious  Metals 

*** 

200.7 

NM 

1.00* 

2.25t 

21.2 

21.; 

MONETTA  X 

Small-cap  Growth 

211.5 

-42 

No  load 

1.36 

1.6 

1.1 

MONTAG  &  CALDWELL  GROWTH  N 

Large-cap  Growth 

196.2 

301 

No  load 

NAt 

32.7 

32.' 

MONTGOMERY  ASSET  ALLOC.  R 

Domestic  Hybrid 

141.8 

17 

No  load 

1.42 

1 2.9 

9. 

MONTGOMERY  EMERGING  MKTS.  R 

Diversified  Emerging  MKts. 

912.5 

7 

No  load 

1.72 

12.3 

12.: 

MONTGOMERY  GLOBAL  COMM.  R 

Communications 

165.4 

-25 

No  load 

2.01 

8.0 

6J 

MONTGOMERY  GROWTH  R 

Mid-cap  Growth 

994.9 

16 

No  load 

1.35 

20.2 

15.i 

MONTGOMERY  MICRO  CAP  R 

Small-cap  Blend 

298.7 

10 

No  loadt 

1.75 

19.1 

16. 

MONTGOMERY  SMALL  CAP  R 

Small-cap  Growth 

AVG 

220.9 

-7 

No  load:t 

1.24 

1 8.7 

Id.' 

MONTGOMERY  SMALL  CAP  OPPORT.  R  (xx) 

Small-cap  Blend 

200.2 

NM 

No  load 

1.50 

37.3 

37. 

MORGAN  STANLEY  ASIAN  GROWTH  A 

Pacific  ex-Japan 

208.7 

14 

4.75 

I.BBt 

3.0 

2.' 

NATIONWIDE  X 

AVG 

Large-cap  Blend 

995.8 

18 

4.50 

0.63 

23.9 

21. 

NATIONWIDE  GROWTH  X 

AVG 

Large-cap  Blend 

687.2 

14 

4.50 

0.66 

16.7 

14.| 

NAVELLIER  AGGRES.  SMALL  CAP  EQ. 

Small-cap  Growth 

190.5 

77 

3.00 1 

1.75 

15.4 

15.'| 

NEUBERGER  &  BERMAN  FOCUS 

Large-cap  Value 

1179.0 

15 

No  load 

0.89 

16.2 

14.1 

NEUBERGER  &  BERMAN  GENESIS 

Small-cap  Value 

AVG 

298.7 

152 

No  load 

1.28 

29.9 

29.1 

NEUBERGER  &  BERMAN  GUARD  X 

Large-cap  Value 

5473.1 

25 

No  load 

0.82 

17.9 

16.1 

NEUBERGER  &  BERMAN  MANHATTAN 

Mid-cap  Blend 

531.7 

-11 

No  load 

0.98 

9.9 

6.1 

NEUBERGER  &  BERMAN  PARTNERS 

Mid-cap  Blend 

♦ 

2218.3 

34 

No  load 

0.84 

26.5 

22.1 

NEW  ECONOMY  X 

AVG 

Mid-cap  Growth 

4132.5 

17 

5.75 

0.88t 

12.9 

10.| 

NEW  ENGLAND  BALANCED  A 

Domestic  Hybrid 

219.5 

12 

5.75 

1.36t 

17.1 

14.| 

NEW  ENGLAND  CAPITAL  GROWTH  A 

Large-cap  Growth 

141.3 

14 

5.75 

I.SIt 

17.1 

13.i 

NEW  ENGLAND  GROWTH  A  X 

Large-cap  Blend 

1299.4 

8 

6.501: 

1.20t 

20.9 

18.| 

NEW  ENGLAND  GROWTH  OPPORT.  A 

AVG 

Large-cap  Blend 

AVG 

167.0 

11 

5.75 

1.38t 

17.2 

^  ^  *J 

NEW  ENGLAND  STAR  ADVISERS  B 

Mid-cap  Growth 

366.1 

67 

4.00** 

2.57t 

18.1 

15.1 

NEW  ENGLAND  VALUE  A 

* 

Large-cap  Value 

AVG 

299.3 

24 

5.75 

1.37t 

26.3 

21.1 

NEW  PERSPECTIVE  X 

AVG 

World 

12895.0 

39 

5.75 

0.82t 

17.3 

15.1 

NEW  USA  GROWTH  (yy) 

Mid-cap  Growth 

211.4 

8 

5.00 

2.69t 

20.9 

12.1 

NICHOLAS  X 

Mid-cap  Blend 

♦ 

4063.7 

16 

No  load 

0,74 

19.8 

17.1 

NICHOLAS  II 

AVG 

Small-cap  Blend 

AVG 

792.4 

14 

No  load 

0.62 

19.4 

16.1 

NICHOLAS  LIMITED  EDITION 

AVG 

Small-cap  Blend 

231.9 

37 

No  load 

0.90 

21.8 

18. 

NICHOLAS-APPLEGATE  CORE  C 

Mid-cap  Growth 

180.1 

6 

1.00** 

2.14t 

15.2 

12. 

NICHOLAS-APPLEGATE  EMG.  GROWTH  C 

Small-cap  Growth 

224.4 

17 

1.00** 

2.35t 

17.6 

14, 

NICHOLAS-APPLEGATE  GROWTH  EQ.  B 

Mid-cap  Growth 

193.9 

-33 

5.00** 

2.27t 

15.5 

11. 

NORTHERN  GROWTH  EQUITY 

Large-cap  Growth 

289.1 

50 

No  load 

1.00 

17.8 

16. 

NORTHERN  INTL.  GROWTH  EQUITY 

Foreign 

179.4 

11 

No  load 

1.25 

5.0 

3. 

NORTHERN  SMALL  CAP  GROWTH 

Small-cap  Value 

193.4 

36 

No  load 

1.00 

18.9 

17, 

OAKMARK 

Mid-cap  Value 

4195.0 

27 

No  load 

1.18 

16.2 

14. 

OAKMARK  INTERNATIONAL 

Foreign 

1232.8 

57 

No  load 

1.32 

28.0 

£1. 

OAKMARK  SMALL  CAP 

Small-cap  Value 

316.5 

NM 

2.00* 

1.61 

39.8 

39. 

OBERWEIS  EMERGING  GROWTH 

Small-cap  Growth 

190.6 

41 

No  load 

1.73t 

23.2 

20. 

OLD  WESTBURY  INTERNATIONAL 

Foreign 

135.8 

33 

4.50 

1.50t 

21.3 

20, 

111  CORCORAN  EQUITY 

Large-cap  Blend 

147.7 

449 

4.50 

1.251 

21.4 

20 

OPPENHEIMER  A 

AVG 

Large-cap  Blend 

AVG 

289.0 

12 

5.75 

1.261 

20  1 

16 

OPPENHEIMER  ASSET  ALLOC.  A 

* 

Domestic  Hybrid 

AVG 

274.4 

9 

5.75 

1.15t 

17.2 

14 

OPPENHEIMER  CAPITAL  APPREC.  A  (zz) 

AVG 

Mid-cap  Growth 

929.3 

23 

5.75 

1.03t 

28.0 

24 

OPPENHEIMER  DISCIP.  ALLOC.  A  (aaa) 

Domestic  Hybrid 

AVG 

236.1 

8 

5.75 

1.17t 

9.6 

5 

OPPENHEIMER  DISCIP.  VALUE  A  (bbb) 

-* 

Large-cap  Value 

AVG 

190.2 

60 

5.75 

1.221 

18.4 

15 

OPPENHEIMER  DISCOVERY  A 

Small-cap  Grovrth 

1110.8 

32 

5.75 

1.331 

14.8 

12 

OPPENHEIMER  EQUITY-INCOME  A 

4t 

Domestic  Hybrid 

AVG 

2353.0 

13 

5.75 

0.891 

20.1 

17 

•Includes  redemption  fee.  ''Includes  deferred  sales  charge.  112(b)-l  plan  m  effect,  INot  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NIVl=N(i 
(ww)  Formerly  Merrill  Lynch  Growth  for  Investment  B.  (xx)  Formerly  Montgomery  Small  Cap  II.  (yy)  Formerly  New  USA  Mutual,  (zz)  Formerly  Oppenheimer  Target  A.  (aaa)  Form  ' 
cut  Mutual  Total  Return  A.  (bbb)  Formerly  Connecticut  Mutual  Growth  A. 
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Equity  Funds 


INUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA 


RISK 


TELEPHONE 


5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E    UNTAXED    LARGEST  HOLDING  

PRETAX  AFTERTAX    PRETAX  AFTERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS) 


LEVEL 


BEST 


WORST 


QTR    %RET     QTR  %RET 


10.7  9.4 

20.1  18.0 

8.8  6.5 

5.4  4.9 


m 


Very  low  2  53  17  16  Telecom  Italia  MobileO) 

Low  24  9  31  24  Apache(5) 

High  9  36  30  17  Ciba-Geigy  (Reg)(6) 

Average  9  100  25  4  Murata  Manufacturing(3) 

Low  1  98  20  15  Telebras  (ADR)(5) 


Average  12  96  9.6  194  -7.5 

High  ffl92  12.9  0  92  -7.9 

High  in  95  13.6  193-12.1 

Very  high  E  93  32.6  195-29.9 


800-637-3863 
800-637-3863 
800-637-3863 
800-637-3863 
800-637-3863 


6.7  5.6 

16.7  12.7 

14.9  12.5 

12.6     9.3      14.5  12.3 


rrm 


Low  9  100  28  14  Murata  Manufacturing(6) 

Average  9  11  26  2  Amdahl(4) 

Average  7  4  24  16  PXRE(3) 

High  1  14  40  -10  lnformlx(8) 

Average  15  13  24  27  Tyco  lnternational(6) 


High  193  10.7  192-11.4 

Average  192  19.2  12  94  -7.0 

Average  12  92  14.8  n92  -5.6 

Average  195  9.5  n93  -3.5 


800-637-3863 
800-637-3863 
800-637-3863 
800-637-3863 
800-637-2929 


18.1  17.7 
14.5  11.5 


18.4  15.8 
12.4  10.0 


19.7  19.4 

12.8  9.4 


15.6  12.4 
12.0  9.4 


Low  2  5  38  29  HFS(7)  Very  high 

High  1  7  31  27  lntel(5)  High 

High  1  1  28  22  Telephone  &  Data  Sys.(  10) 

Average  5  13  29  24  Philip  Morris(2)  Average 

High  6  12  19  25  United  Technologiesd)  Very  low 


12  92  20.8  n  92-1 1.2 
n95  10.5     194  -5.6 


ffl95  10.6 
n  95  7.3 


12  94  ^.1 
194  -2.8 


800-637-2929 
800-637-2929 
800-637-2929 
800-637-2929 
800-637-2929 


19.4  15.9  15.5  11.9 
t  years  of  data  available 

12.1    10.3      11.9  10.7 

11.4  9.4 


High  16  14  24  18  Harrah's  Entertainment(4) 

Very  high  22  72  24  11  Powergen(2) 

Average  6  66  24  23  Powergen  (Reg)(3) 

High  4  56  34  12  HFS(4) 

High  9  65  23  13  Philip  Morris(l) 


Average 
Average 


ra  95  13.7    12  94  -6.2 


12  93  10.6    12  94  -3.4 
Very  low     12  93    7.3     1  94  -3.6 


800-637-2929 
800-637-2929 
800-637-2929 
800-637-2929 
800-637-2929 


20.5    19.0      10.8  9.7 
5.3     3.9      12.5  10.2 
years  of  data  available 
years  of  data  available 


Average    -3  72  42  15  Greenstone  Resources(6) 

Very  high     8  2  34  1  Transocean  0ffshore(2) 

4  NA  32  14  Procter  &  Ganible(4) 

Very  high     4  3  28  15  HFS(5) 

High        5  98  20  6  Bangkok  Bank  Ser  2(2) 


Very  high 
High 


0  93  36.6  H  94-16.9 
in95  12.5     193  -6.6 


800-400-6432 
800-666-3882 
800-992-8151 
800-572-3863 
800-572-3863 


J2 


years  of  data  available 

14.6  12.0 
years  of  data  available 


High  1 
High  17 
Average     1 2 
Average  3 
3 


75 
7 
3 
7 

NA 


30 
30 
25 
31 
34 


20 
25 
21 
38 

-A 


Global  Tele-Systems(4) 

HFS(8) 

AMRE(4) 

WorldCDm(5) 

Sanmina(4) 


High 


12  92  18.4    n  94-10.2 


800-572-3863 
800-572-3863 
800-572-3863 
800-572-3863 
800-572-3863 


12.2     9.9      14.0  11.0 

12.5  10.6  12.6  10.2 
years  of  data  available 

17.6  15.3      14.9  11.9 


Low  4  100  20  4  Cheung  Kong  Holdings(4) 

Low  1  NA  21  41  Warner-Lanibert(6) 

Low  11  6  23  28  lntel(4) 

High  4  2  36  18  PairGain  Technologies(4) 

Low  0  7  20  37  Neiman-Marcus  Group(5) 


Low 
Average 


m  95  8.9 
n  95  9.2 


192  -5.3 
194  -2.7 


Average      0  95  12.5     194  -3.2 


800-282-4404 
800-848-0920 
800-848-0920 
800-887-8671 
800-877-9700 


16.4  15.2 

16.4  14.9 

12.4  9.0 

18.1  14.8 

14.6  12.6 


15.5  12.9 

12.7  9.8 

14.7  11.4 

15.1  12.3 


Low  5  121  27  BMC  lndustries(3)  Average 

Low  4  5      20  28  Chrysler(3)  Average 

Average  -3  10      26  28  First  USA(3)  High 

High  5  10      19  27  Price/Costco(3)  Average 

Low  13  27      26  25  Tele-Comm.-TCI  Grp.  CI  A(3)  Average 


12  92  12.7 

0  95  11.4 

12  92  14.6 

12  96  11.5 

12  92  14.6 

0  95  8.7 

0  95  20.8 

12  96  10.3 


0  92  -7.0 

194  -2.7 

0  94  -5.8 

194  -4.4 


194 
194 


-8.0 
-3.1 


800-877-9700 
800-877-9700 
800-877-9700 
800-877-9700 
800-421-4120 


13.4  11.4      10.2  8.0 

10.0     7.5      14.6  11.3 

13.5  10.8  12.7  9.3 
years  of  data  available 


Average 
Average 
Very  high 
Average 
High 


5 
1 
5 
2 
10 


19 
36 
23 
18 
31 


16 
26 
18 
25 
18 


EMC(2) 
Mlcrosoft(2) 
Citicorp(8) 
Exxon(4) 

Cisco  Systems(2) 


Very  low 

High 
Average 


192  -8.5 
194  -3.6 


800-225-7670 
800-225-7670 
800-225-7670 
800-225-7670 
800-225-7670 


17.2  14.5 
13.9  12.4 


13.5  11.4 
12.5  10.3 


12.5  9.2 
13.8  11.5 


14.0  11.8 
13.4  11.5 


Average  4 

Low  14 

Very  high  17 

Low  6 

Low  4 


9 
64 
2 
2 
7 


20 
24 
38 
22 
28 


30 
30 
32 
40 
54 


Carnival  CI  A(2) 
Philip  Morris(2) 
lntel(4) 
FNMA(4) 
Keane(6) 


Low 
Average 

Low 
Average 

Average 


High 


12  96  10.9 
m  93  9.2 


12  92  10.2 
196  12.0 


194  -3.8 
194  -1.7 


194  -A.l 
0  92  -4.2 


800-225-7670 
800-421-4120 
800-222-2872 
800-227-5987 
800-227-5987 


14.4  11.6 


11.7  9.6 
years  of  data  available 


rrm 
rrT-« 


iry 


Low  3  4  28  41  Keane(6) 

High  3  5  38  31  Gucci  Group  (NY)  (Reg)(2) 

High  6  4  36  33  Aspect  Telecomm.d ) 

High  6  8  36  30  WorldCom(2) 

Average  6  3  31  17  Johnson  &  Johnson(4) 


196  15.0    0  92  -6.7 


12  92  16.2    0  92  -8.2 


800-227-5987 
800-551-8043 
800-551-8043 
800-225-1852 
800-595-91 1 1 


years  of  data  available 
years  of  data  available 
25.7  24.1 

/ears  of  data  available 

16.2  15.2 

/ears  of  data  available 

13.3  10.8  11.6  8.6 
12.1  9.9 


I  !  I  U  Very  high  8  99  28  2  Nikkei  300  Stock  Index  Fund(4) 

I  i  l_y  Average  4  3  21  12  ThiokoKI) 

LLJM       Low  9  6  22  31  Philip  Morris(6)  Very  low 

I  I  I  U  Average  5  100  19  7  National  Australia  Bank(5) 

I  I  I  I  J       Low  6  3  15  14  U.S.  Industries(6) 


12  92  15.4     1  94  -4.2 


800-595-91 1 1 
800-595-91 1 1 
800-625-6275 
800-625-6275 
800-625-6275 


□a 

rrrg 

rrm 


Average      1  4  35  37  JLG  lndustrles(4) 

Average      3  99  20  11  Swire  Pacific  CI  A(3) 

2  4  21  14  Columbia/HCA  Healthcare(3) 

Low       10  23  22  34  lntel(4)  Low 

Low        8  25  22  21  Chase  Manhattan(2)  Very  low 


Very  high    12  92  22.4    0  92-20.4 


195  8.4  12  94  -2.3 
195    6.7     194  -3.2 


800-323-6166 
800-545-1074 
800-422-2080 
800-525-7048 
800-525-7048 


14.7  12.2 
11.1  8.2 

16.8  13.8 

13.9  12.5 
12.8  10.6 


13.4  10.9 
11.8  8.9 

15.5  12.3 
17.7  16.0 
12.1  9.4 


Average  1 7 

Average  22 

Average  1 1 

High  21 

Average  7 


27 
18 
18 
38 
19 


34 
12 
24 
32 
22 


MicrosoftO) 

Xerox(l) 

Xerox(3) 

LCI  Internationald) 
Chase  Manhattan(4) 


Average  12  92  12.7  0  92  -3.6  800-525-7048 

Very  low  0  95  6.5  194  -2.5  800-525-7048 

Low  12  92  10.5  194  -2.3  800-525-7048 

Very  high  12  92  24.4  0  92-11.4  800-525-7048 

Low  12  96  9.4  194  -3.7  800-525-7048 
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SURE,  IT'S  SMART 
TO  INVEST  LONG-TERM 


Generally,  histoiy  backs 
the  proposition  that 
equity  investing  is  a 
long-term  endeavor. 
Naturally,  there  is  no 
guarantee  that  this 
upward  trend  will 
continue.  But  investing 


Dow  Jones  Industrial  Average^  v 

7000 
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3000 
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0 

1946             1956              1966              1976              1986  1996 

Closing  year  end  prices  for  the  DJIA,  1946-1996.  Not  intended  to  imply  performance  in  any 

Fidelity  fund.  You  cannot  invest  directly  in  the  index.                             ^  ; 

For  over  50  years  w 
have  helped  million 
of  people  meet  theii 
investment  goals.  Ar 
no  wonder.  We  sper 
thousands  of  hours 
each  year  recruiting 
only  the  best  and  t 


While  there  are  short-term  fluctuations,  the  long-term  pattern  for  the  stock  market  has  been  upward. 

ong-term  can  be  enhanced  if  you  brightest  as  researchers,  analyst! 


Where  10  million  investors 
entrust  $450  billion 


and  money  managers.  All  to  hel 


work  with  us-youll  benefit  by  vir- 
tue of  our  knowledge,  expertise  and  Over  time,  our  customers  have  you  get  the  best  information  sc 
resources,  and  become  constantly  come  to  depend  on  us  for  our  you  can  make  the  best  long-ter 
smarter  about  your  investments.  money  management  expertise.  decisions. 


Using  time  to  make  the  most  of  your  money. 


BUT  IT'S  EVEN  SMARTER 
TO  INVEST  WITH 
FIDELITY  LON^giXERM. 


\  stock-by-stock  approach  publicly  traded  company  in  the  investing  is  thinking  long-term, 
take  an  extremely  active  money      vv^orld.  Every  year,  we  visit  over         and  the  long  term  starts  today. 


lagement  approach,  by  selecting      6,000  companies.  All  of  this  has 


ividual  securities  one-at-a- 


resulted  in  more  Morningstar  four- 


i.  In  fact,  our  440  investment  and  five-star  funds  than  any  other 
"essionals  follow  virtually  every      company-  Of  course,  no  one  can 

promise  tomorrow's  performance 
will  be  as  good  as  yesterdays.  And 
you  may  have  a  gain  or  loss  when 
you  sell  your  shares.  The  key  to 


GET  YOUR  FREE 
STOCK  FUND 
PORTFOLIO  GUIDE. 


1-800-544-0029 


www.fidelity.com 
24  hours  a  day 


R\  ICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  EI. 

•   1  iiimplete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

nes  Industnal  Average  is  an  unmanaged  index  of  common  stocks,  compnsed  of  major  industrial  companies.  The  Dow  Jones  Industrial  Average  is  a  registered  trademark  of  Dow  Jones  & 
■J  Morningstar  data  is  as  of  12/31/96  and  includes  all  equity  and  bond  funds  tracked  by  Morningstar.  Fidelity  has  75  4-  or  5-star  rated  funds  out  of  150  funds  as  of  12/31/96,  which  is  more 
'  other  fund  family  Morningstar  rates  funds  in  the  following  groups:  domestic  stock,  international  stock,  taxable  bond,  and  municipal  bond  There  is  a  minimum  3-year  perlormance  require- 
ore  a  fund  is  rated  Morningstar  propnetary  ratings  reflect  histoncal  nsk-adjusted  performance  as  of  12/31/96  The  ratings  are  subject  to  change  ever}'  month.  2d/24955  001 


Fidelity 


Inuestmenis' 


MUTUAL  FUND  SCOREBOARD 


FUND                                         OVERALL  RATING 

CATEGORY 

RATING 

SIZE 

FEES 

1996  RETUH 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

PRE- 

afteI 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

SMIL, 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

ta;| 

UKKbnntinritK  uLUdal  tiviui.  A 

\AfnrM 

woriu 

jfr  A  A 

153.4 

19 

5.75 

1.76t 

19.4 

19.1 

OPPENHEIMER  GLOBAL  A 

World 

2610.2 

20 

5.75 

1.17t 

17.5 

15.i 

OPPENHEIMER  GOLD  &  SPEC.  MIN.  A 

Precious  Metals 

* 

ISllO 

-4 

5.75 

1.38t 

6.1 

OPPENHEIMER  GROWTH  A 

AVG 

Large-cap  Blend 

1312.8 

29 

5.75 

1.06t 

23.5 

19.1 

OPPENHEIMER  MAIN  ST.  INC.  &  GR.  A 

'*-*' 

Mid-cap  Blend 

3590.1 

46 

5.75 

0.99t 

15.7 

13.1 

UrKtNntllVlbn  ^Ub9l  uLUD.  VAL.  A 

lAfArlfl 

worto 

194.5 

21 

5.75 

1.88t 

16.3 

15. 

OPPENHEIMER  QUEST  OPPORT.  A 

Large-cap  Value 

1021.6 

137 

5.75 

1.69t 

22.8 

21. 

OPPENHEIMER  QUEST  VALUE  A 

Large-cap  Value 

AVG 

450.8 

53 

5.75 

1.68t 

25.6 

23. 

OPPENHEIMER  TOTAL  RETURN  A 

AVG 

Large-cap  Blend 

1825.2 

18 

5.75 

0.92t 

19.7 

15 

OPPENHEIMER  VALUE  STOCK  A  A 

Large-cap  Value 

AVG 

147.8 

8 

5.75 

1.28t 

19.4 

17 

KACIrlC  bUnvKtAri  uKUWIn 

Foreign 

146.0 

-9 

4.00 

1.55t 

-1 

-3 

PACIFIC  HORIZON  AGGRES.  GROWTH  A 

Small-cap  Growth 

210.9 

21 

4.50 

1.51 

14.1 

6 

PAINEWEBBER  BALANCED  A 

AVG 

Oomestic  Hybrid 

162.9 

-A 

4.50 

1.26t 

14.8 

11 

PAINEWEBBER  GLOBAL  EQUITY  A 

••• 

World 

318.3 

-A 

4.50 

1.71t 

14.8 

13 

PAINEWEBBER  GROWTH  &  INCOME  A 

Large-cap  Blend 

310.2 

21 

4.50 

1.20t 

23.8 

19 

OA  ikjiru/coDr D  /^onuiTU  a  # 
KAINt. WI:.iSI>t.n  uKUWIn  A  M. 

Mid-cap  Growth 

AVG 

213.5 

8 

4.50 

1.28t 

14.2 

11 

PARKSTONE  SMALL  CAP  INV.  A 

Small-cap  Growth 

164.0 

61 

4.50 

1.54t 

27.6 

22. 

PARNASSUS  X 

Small-cap  Value 

268.2 

4 

3.50 

1.02 

11.7 

10. 

PASADENA  GROWTH  A  X 

Large-cap  Growth 

426.9 

3 

5.50 

1.60 

22.5 

20. 

PASADENA  NIFTY  FIFTY  A 

Large-cap  Growth 

AVG 

145.5 

19 

5.50 

1.90 

26.5 

24 

DAV  u/nDi  n  t 
KAA  WUKLU  JL 

AVG 

Domestic  Hybrid 

518.5 

9 

No  load 

0.97 1 

10.4 

7 

PBHG  CORE  GROWTH 

Mid-cap  Growth 

455.7 

NM 

No  load 

1.50 

32.8 

32 

PBHG  EMERGING  GROWTH 

Small-cap  Growth 

1518.2 

139 

No  load 

1.47 

17.1 

16 

PBHG  GROWTH  X 

Mid-cap  Growth 

5931.2 

192 

No  load 

1.48 

9.8 

9 

PBHG  LARGE  CAP  GROWTH 

Mid-cap  Growth 

154.6 

585 

No  load 

1.50 

23.4 

23 

Mid-cap  Growth 

580.1 

363 

No  loadt 

1.50 

28.0 

27 

PBHG  TECHNOLOGY  &  COMMUN. 

Technology 

562.6 

NM 

No  load 

1.50 

54.4 

53 

PELICAN 

Mid-cap  Value 

* 

186.1 

10 

No  load 

1.10 

20.7 

19 

PENN  SQUARE  MUTUAL  A  X 

-* 

Large-cap  Blend 

* 

328.0 

10 

4.75 

0.96t 

18.7 

14 

PENNSYLVANIA  MUTUAL  X 

-* 

Small-cap  Value 

AVG 

456.1 

-28 

1.00* 

0.98 

12.8 

7 

PHOENIX  AGGRESSIVE  GROWTH  A  (CCC) 

AVG 

Mid-cap  Growth 

233.8 

15 

4.75 

1.29t 

11.1 

6 

PHOENIX  BALANCED  A 

AVG 

Domestic  Hybrid 

1830.6 

-23 

4.75 

1.02t 

8.6 

4. 

PHOENIX  EQUITY  OPPORT.  A 

♦ 

Mid-cap  Growth 

201.4 

-2 

4.75 

1.25t 

11.7 

a. 

PHOENIX  GROWTH  A  &. 

AVG 

Large-cap  Growth 

2373.1 

0 

4.75 

1.20t 

14.7 

9 

PHOENIX  INCOME  &  GROWTH  A 

Domestic  Hybrid 

AVG 

467.0 

-7 

4.75 

1.18t 

12.7 

a 

PHOENIX  MID  CAP  A  (ddd)  ^ 

Mid-cap  Growth 

AVG 

429.3 

-12 

4.75 

1.42t 

8.6 

4 

PHOENIX  SMALL  CAP  A 

Small-cap  Growth 

179.0 

517 

4.75 

1.50t 

30.0 

29 

PHOENIX  STRAT.  ALLOCATION  A  (eee)  & 

AVG 

Domestic  Hybrid 

309.7 

-14 

4.75 

1.21t 

8.8 

5 

PHOENIX  WORLDWIDE  OPPORT.  A 

World 

AVG 

143.2 

11 

4.75 

1.60T 

15.0 

12 

PILGRIM  AMERICA  MAGNACAP  A 

* 

Large-cap  Blend 

AVG 

257.3 

11 

5.75 

1.68t 

18.5 

17 

PlmCO  ADV.  EQUIT Y-INCOiVIt  C 

Large-cap  Blend 

-A  ^ 

257.3 

40 

1.00*- 

2.00t 

24.4 

19 

PIMCO  ADV.  GROWTH  C 

1  ^rcTP-r^n  (^rnuuth 

AVG 

1530.7 

17 

1.00** 

1.86t 

17.5 

13 

PIMCO  ADV.  INNOVATION  C 

Technology 

149.8 

114 

1.00** 

2.06t 

22.7 

22 

PIMCO  ADV.  INTERNATIONAL  C 

Foreign 

198.4 

-3 

1.00** 

2.16t 

5.8 

4 

PIMCO  ADV.  OPPORTUNITY  C 

Small-cap  Growth 

AVG 

749.0 

3 

1.00*'t 

1.88t 

11.4 

7 

PIMCO  ADV.  TARGET  C 

Mid-cap  Growth 

1012.6 

24 

1.00** 

1.93t 

15.7 

11 

PIONEER  A 

2896.0 

18 

5.75 

0.94t 

19.7 

17 

PIONEER  CAPITAL  GROWTH  A 

Small-cap  Value 

1396.3 

46 

5.75 

1.14t 

11.7 

10 

PIONEER  EQUITY-INCOME  A 

Large-cap  Value 

352.7 

26 

5.75 

1.27t 

12.8 

10 

PIONEER  GROWTH  A  A 

Mid-cap  Growth 

♦ 

277.5 

28 

5.75 

1.21t 

27.0 

23 

PIONEER  II  A 

Mid-cap  Value 

AVG 

6003.8 

15 

5.75 

0.90t 

22.0 

18 

uuiiicbiiL  nyuKU 

AVG 

276.3 

-2 

4.50 

l.llt 

9.9 

8 

PIONEER  INTERNATIONAL  GROWTH  A 

Foreign 

378.7 

21 

5.75 

1.98t 

11.3 

8 

PIONEER  MID-CAP  A  (fff)  & 

Mid-cap  Value 

1018.0 

-3 

5.75 

0.88t 

13.5 

10 

PIONEER  SMALL  COMPANY  A 

Small-cap  Blend 

239.3 

347 

5.75 

NAt 

24.2 

21 

PIPER  EMERGING  GROWTH 

Mid-cap  Growth 

AVG 

298.4 

19 

4.00 

.1.18t 

11.8 

8 

PIPPR  ARffeWTM 
rirtn  unww  1  n 

1  ^rno.r'Sn  Rlonri 
LdlgC  Ldp  DICIIU 

^^^^ 

184.0 

5 

4.00 

1.24t 

18.7 

15 

PREFERRED  GROWTH 

Large-cap  Growth 

381.9 

-2 

No  load 

0.86 

18.7 

14 

PREFERRED  INTERNATIONAL 

Foreign 

209.5 

54 

No  load 

1.31 

17.2 

15 

PREFERRED  VALUE 

Large-cap  Blend 

307.2 

34 

No  load 

0.85 

25.3 

23 

PREMIER  AGGRESSIVE  GROWTH  A  (ggg) 

Mid-cap  Growth 

471.2 

-13 

4.50 

1.50 

-2.4 

-2h 

PREMIER  VALUE  A  (hhh) 

Mid-cap  Blend 

222.0 

1 

5.75 

1.27 

18.1 

13  ; 

T.  ROWE  PRICE  BALANCED 

Domestic  Hybrid 

876.0 

44 

No  load 

0.95 

14.6 

n\ 

T.  ROWE  PRICE  BLUE  CHIP  GROWTH 

Large-cap  Blend 

539.7 

268 

No  load 

1.25 

27.8 

27^ 

T.  ROWE  PRICE  CAPITAL  APPRECIATION 

Mid-cap  Value 

959.9 

11 

No  load 

0.97 

16.3 

13b 

T.  ROWE  PRICE  DIVIDEND  GROWTH 

Large-cap  Blend 

209.5 

148 

No  load 

1.10 

25.4 

23 

T.  ROWE  PRICE  EQUITY  INDEX 

Large-cap  Blend 

* 

807.7 

77 

1.00* 

0.45 

22.7 

21 

T.  ROWE  PRICE  EQUITY-INCOME  X 

Large-cap  Blend 

7818.1 

50 

No  load 

0.85 

20.4 

18 

T.  ROWE  PRICE  EUROPEAN  STOCK 

AVG 

Europe 

* 

765.1 

44 

No  load 

1.12 

25.9 

24 

T.  ROWE  PRICE  GROWTH  &  INCOME 

Large-cap  Blend 

2488.8 

42 

No  load 

0.84 

25.6 

23 

'Includes  redemption  fee.  "Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  tNot  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NM=N( 
(ccc)  Formerly  Phoenix  U.S.  Stock  A.  (ddd)  Formerly  Phoenix  Capital  Appreciation  A.  (eee)  Formerly  Phoenix  Total  Return  A.  (fff)  Formerly  Pioneer  Three,  (ggg)  Formerly  Premier  C 
A.  (hhh)  Formerly  Premier  Strategic  Investing  A. 
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Equity  Funds 


WNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 

5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E    UNTAXED    LARGEST  HOLDING  LEVEL  BEST  WORST 

(    PRETAX  AFTERIAX    PRETAX  AFTERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS)  QTR   %RET     QTR  %RET 


-6.8 

-6.9 

High 

3 

67 

28 

14 

Reinsurance  Australia(2) 

Very  high 

IS  92 

18.0 

I  93  - 

-1 9.2 

oUu-DZD-  /U4o 

10  2 

8  3 

1 2.7 

10.0 

Hioh 

7) 

28 

26 

Nintendo(3) 

High 

BZ  93 

16.5 

I  92 

-6.2 

800-525-7048 

7.4 

7.2 

10.2 

8.6 

Lowf 

6 

70 

38 

17 

Newmont  Minlng(5) 

Very  high 

IS  93 

28.2 

IS  94- 

-11.4 

800-525-7048 

14.7 

12.0 

13.8 

11.4 

Low 

33 

4 

22 

34 

Green  Tree  Financial(2) 

Average 

IS  92 

12.0 

n92 

-3.3 

800-525-7048 

21.5 

19.2 

High 

17 

3 

27 

15 

S&P  500  (Fut)(4) 

Average 

IS  92 

27.1 

n92 

-6.4 

800-525-7048 

13.1 

11.1 

1  1  U  1 
1  1  1.1 1 

Average 

7 

65 

22 

22 

Citicorp(3) 

Low 

n  95 

9.2 

IB  94 

-1 .5 

oUU-bZD-/U4H 

IG.3 

17  6 

16 

2 

^7 

1 7 

n  95 

14.5 

I  94 

-0.7 

800-525-7048 

16.9 

15.0 

14.1 

12.0 

LL^ 

Low 

17 

15 

18 

31 

ACE(6) 

Low 

195 

11.1 

194 

-2.5 

800-525-7048 

14.5 

11.9 

14.6 

11.4 

Average 

16 

4 

27 

23 

Healthsouth(2) 

Average 

IS  92 

12.9 

n92 

-5.7 

800-525-7048 

13.9 

12.3 

12.9 

11.2 

Very  low 

10 

NA 

21 

31 

Bristol-Myers  Squibb(3) 

Low 

195 

7.6 

194 

-2.9 

800-525-7048 

8.7 

7.4 

1  1  W  1 1 

Average 

1 

1 00 

30 

3 

Toshiba(2) 

High 

IS  93 

20.0 

m  92 

-5.6 

onn  occ  t7to 
oOU-obb-/  /7o 

R  A 
o.o 

4  5 

1 5  5 

1 2  4 

Q 

3 

32 

25 

Very  high 

in  95 

19.4 

n  92 

-14.7 

800-332-3863 

9.2 

6.3 

High 

10 

5 

23 

7 

Ceridian(2) 

Low 

n95 

7.4 

n94 

-5.8 

800-647-1568 

11.5 

10.4 

Average 

1 

70 

24 

5 

Total  CI  8(3) 

Average 

IB  93 

11.1 

IS  94 

-5.6 

800-647-1568 

9.5 

7.6 

11.6 

9.5 

1  M  y 

High 

14 

4 

22 

33 

Loral(2) 

Average 

in  95 

9.4 

192 

-5.7 

800-647-1568 

11.0 

9.5 

14.5 

12.7 

Average 

4 

1 1 

33 

46 

Republic  lndustries(4) 

High 

IB  92 

1 5.0 

I  94 

-7.0 

8UU-b47-l  ODO 

1  1  1  B 

MVBI dgc 

5 

] 

46 

55 

MrAfpp  Accnri ntPQ^ 

IVIl«MICC  MooUUIPlCdViJ/ 

800-451-8377 

15.1 

13.1 

12.6 

10.8 

Low 

5 

NA 

26 

-A 

Liz  Claiborne(7) 

High 

IB  92 

24.1 

IS95- 

-10.9 

800-999-3505 

7.6 

7.0 

13.9 

13.3 

^EB 

Average 

1 

7 

30 

41 

Gillette(4) 

High 

n95 

8.7 

n92 

-6.5 

800-648-8050 

11.1 

10,7 

^1 

Low 

2 

6 

28 

37 

Gillette(4) 

Average 

195 

8.9 

194 

-4.9 

800-648-8050 

7.8 

6.1 

10.8 

8.1 

r~Lj  i  1 
liH_BI 

Low 

1 1 

NA 

23 

15 

IVIerck(5) 

Low 

IB  95 

9.1 

I  94 

-3.7 

800-767-1 729 

e  years  of  data  available 

Li  i  1  1 

1 3 

NA 

46 

5 

II  <^  Filtp^r9^ 

tTTl 

High 

21 

NA 

49 

24 

Legato  Systems(2) 

800-433-0051 

26.6 

25.2 

21.:'. 

17.7 

Average 

11 

NA 

46 

19 

Ascend  Communs.(2) 

Very  high 

IB  92 

42.3 

n94 

-12.6 

800-433-0051 

e  years  of  data  available 

1  1  1  1  1 

High 

13 

NA 

41 

6 

Cisco  Systenis(2) 

800-433-0051 

e  years  of  data  available 

Mill 
1  1  1  1  1 

Very  high 

16 

NA 

52 

1 1 

FORE  Systems(4) 

ortn  yioi  nnc  1 

800-433-0051 

e  years  of  data  available 

1  1  1  1  1 

1 5 

5 

47 

1 3 

P^rnmptrip  Tprhnnlnorv/^^ 

rclialllCLlIU    1  CUIIMUlUg jV  ■  / 

16.7 

14.6 

LLUri 

Average 

7 

9 

22 

21 

Eastman  Kodak(3) 

Low 

IS  96 

9.5 

194 

-2.5 

617-330-7500 

13.5 

10.6 

13.1 

10.0 

Low 

7 

5 

25 

28 

General  Electric(3) 

Low 

195 

9.0 

194 

-2.4 

800-523-8440 

11.5 

8.1 

11.4 

8.1 

LUJ 

Very  low 

5 

3 

16 

47 

Standard  Register(l) 

Low 

IS  92 

8.3 

n92 

-2.6 

800-221-4268 

14.2 

11.0 

12.9 

9.7 

1  1  1  1— 1 

Very  high 

3 

6 

44 

21 

Evergreen  Media  CI  A(3) 

Average 

n  96 

14.3 

I  94 

-2.7 

onn  'tA't  A'if^^ 

800-243-4361 

7.8 

5.6 

10.7 

8  1 

Xloru  hi  ah 
Vciy  lllgil 

2 

4 

26 

g 

IVIUIiodlllUV  1  / 

in  95 

5  8 

I  94 

-3  7 

13.4 

9.6 

12.3 

8.2 

Hm 

Very  high 

0 

10 

36 

19 

TCF  Financial(3) 

Average 

n96 

10.8 

194 

-5.2 

800-243-4361 

10.5 

8.2 

13.0 

10.2 

'  f  Y 

High 

14 

13 

28 

25 

VJm  Technologies(2) 

Low 

in95 

10.3 

194 

-3.1 

800-243-4361 

10.8 

8.1 

11.5 

8.6 

High 

12 

7 

30 

11 

Perkin-Elnier(4) 

Very  low 

D95 

6.9 

194 

^.0 

800-243-4361 

10.2 

7.8 

1111"! 

Very  high 

8 

12 

39 

12 

Newbridge  Networks(3) 

Average 

m  95 

10.9 

I  94 

-4.7 

800-243-436 1 

e  years  of  data  available 

i  M  1  1 

g 

44 

5 

rnhprpnt/'^^ 
uuilcl  Clll\0/ 

8.9 

6.5 

10.8 

8.3 

Very  high 

16 

9 

27 

9 

Cisco  Systems(3) 

Very  low 

n95 

5.4 

194 

-2.5 

800-243-4361 

13.5 

11.5 

7.8 

5.9 

LLAJ 

Very  high 

11 

74 

29 

21 

Ensco  lnternational(2) 

Average 

18  93 

14.4 

IB  94 

-4.8 

800-243-4361 

14.5 

13.1 

13.0 

11.1 

Low 

5 

NA 

24 

53 

AFLAC(4) 

Low 

195 

11.6 

n93 

-1.4 

800-334-3444 

14.5 

12.6 

1  1_U 

Very  high 

4 

6 

22 

21 

Sonat(3) 

Low 

m  93 

10.5 

IS  94 

-4.1 

800-426-0107 

10.9 

8.2 

14.5 

119 

Hioh 

nign 

g 

NA 

29 

32 

Average 

n  95 

10  6 

1  92 

-4  0 

ftnn-49fi  nin7 

i  years  of  data  available 

Mill 

High 

10 

7 

45 

24 

Cisco  Systems(5) 

800-426-0107 

5.2 

4.4 

7.0 

5.6 

U  M  1 

High 

7 

100 

32 

9 

Daiwa  Securlties(2) 

High 

193 

9.4 

IB  94 

-8.8 

800-426-0107 

21.3 

18.2 

20.6 

17.5 

High 

11 

5 

37 

37 

DSP  Communications(4) 

Very  high 

IB  92 

22.2 

n94 

-13.6 

800-426-0107 

1  1  i  u 

High 

6 

6 

39 

29 

Gucci  Group(4) 

800-426-0107 

14.4 

12.0 

12.7 

9.8 

y_yj 

Q 

3 

21 

37 

Low 

DZ  96 

7  8 

I  94 

9  ft 

flnn  09R  K9Q9 

20.3 

18.0 

LUtt 

Average 

21 

5 

20 

12 

20th  Century  lndustries(2) 

Average 

IB  92 

21.4 

n92 

-8.0 

800-225-6292 

15.0 

13.3 

LJJ^ 

Very  low 

1 

NA 

17 

15 

Schering-Plough(4) 

Very  low 

in  95 

9.2 

194 

-3.3 

800-225-6292 

12.0 

8.6 

15.3 

12.5 

BOi 

High 

5 

4 

28 

11 

InteKS) 

High 

HI  94 

18.0 

0  92 

-14.9 

800-225-6292 

14.7 

11.4 

12.5 

9.3 

Average 

1 

1 1 

16 

34 

Arrow  Electronics(4) 

Low 

IB  96 

12.4 

I  94 

-5.9 

800-225-6292 

8.8 

6.4 

10.0 

7  4 

II  1  U 

Low 

1 

MA 

c 
D 

Pacific  Telesis  Group(2) 

Very  low 

D.O 

-J.u 

onn  ooR  C9QO 

Very  high 

7 

99 

20 

9 

Korea  Mobile  Telecom. (3) 

800-225-6292 

12.3 

9.9 

11.8 

9.1 

Average 

0 

NA 

29 

39 

Ascend  Communs.(4) 

Average 

IB  92 

11.5 

n94 

-5.1 

800-225-6292 

years  of  data  available 

1  1  1  II 

22 

NA 

NA 

NA 

NA 

800-225-6292 

13.5 

12.3 

1  1  1  i-j 

1  M..JJ 

Average 

3 

2 

34 

35 

Tommy  Hilfiger(3) 

High 

IB  92 

17.2 

n  94 

-8.2 

800-866-7778 

9.7 

7.6 

•> 

0 

OO 

HltlcUolgndlvD; 

Mign 

0.0 

I  OA 

-4.2 

onn  occ  -7-7-70 
oUU-oob- 1 1  Its 

rTTH 

Average 

1 

10 

33 

33 

lntel(4) 

800-662-4769 

1  1  1  u 

Low 

4 

100 

18 

12 

Bank  of  Nova  Scotia(3) 

800-662-4769 

Mil 

Low 

9 

4 

18 

34 

Monsanto(4) 

800-662-4769 

4.2 

2.0 

8.2 

5.5 

1  U  1  1 
IBM 

High 

-9 

14 

36 

4 

Teva  Pharmaceutical  (ADR)(6 

High 

I  95 

6.7 

I  94 

-4.6 

800-554-461 1 

7.5 

5.1 

13.2 

10.8 

Very  high 

0 

5 

25 

14 

Jones  Apparel  Group(3) 

Hiph 

ni  93 

10.4 

n  92 

-7.2 

flnn-R*s4-4Ri  1 

11.3 

9.4 

11.0 

8.0 

Very  low 

6 

22 

24 

14 

General  Electric(l) 

Very  low 

0  95 

7.1 

194 

-3.9 

800-638-5660 

Low 

13 

4 

26 

17 

General  Electric(2) 

800-638-5660 

13.5 

11.2 

13.4 

10.2 

Average 

13 

7 

26 

20 

Centerior  Energy(3) 

Very  low 

n95 

6.4 

IB  94 

-1.2 

800-638-5660 

INI 

Average 

12 

13 

23 

17 

FNMA(2) 

800-638-5660 

14.8 

13.7 

Very  low 

6 

4 

24 

19 

General  Electric(3) 

Low 

195 

9.7 

194 

-3.9 

800-638-5660 

17.1 

14.8 

14.5 

11.7 

Low 

10 

8 

22 

21 

General  Electric(2) 

Very  low 

195 

8.1 

194 

-2.8 

800-638-5660 

13.9 

13.3 

Lmy 

Very  low 

6 

100 

21 

30 

Wolters  Kluwer(4) 

Average 

IS  93 

9.4 

IB  92 

-6.8 

800-638-5660 

16.4 

14.5 

13.6 

11.1 

Low 

7 

4 

25 

27 

Corning(3) 

Low 

IS  96 

9.0 

194 

-4.0 

800-638-5660 

DATA:  MORNINGSTAR,  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND                                            OVERALL  RATING 

CATEGORY 

RATING 

SIZE 

FEES 

1996  RETUR 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG 

SALES 

EXPENSE 

PRE- 

AFTEH 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

TAX 

1.  KUWt  KnICc.  uKuW  1  n  3  1  UCI\  ^ 

L3rge-C3p  Blend 

OA 

No  load 

0.80 

21.7 

19.C' 

T.  ROWE  PRICE  HEALTH  SCIENCE 

Health 

194.0 

162 

No  load 

NA 

26.8 

25.e 

T.  ROWE  PRICE  INTL.  DISCOVERY 

Foreign 

AA 

322.4 

6 

2.00* 

1.50 

13.9 

13.C' 

T.  ROWE  PRICE  INTL.  STOCK  X 

Foreign 

AVG 

9340.9 

39 

No  load 

0.88 

16.0 

15.1 

T.  ROWE  PRICE  JAPAN 

Japan 

147.0 

-29 

No  load 

1.32 

-11 

-1 1 

i.  KUWt  fnlCb  LA  lira  AMtnlCA 

Latin  America 

oi  1  n 
z  1  1  .U 

A  1 
t  1 

2.00* 

1 .82 

23.4 

22.-; 

T.  ROWE  PRICE  MID-CAP  GROWTH 

Mid-cap  Growth 

1021.0 

287 

No  load 

1.25 

24.8 

23.r 

T.  ROWE  PRICE  NEW  AMERICA  GROWTH 

Mid-cap  Growth 

A 

1440.2 

40 

No  load 

1.07 

20.0 

17.; 

T.  ROWE  PRICE  NEW  ASIA 

Pacific  ex-Japan 

2181.7 

16 

No  load 

1.1 1 

13.5 

13.: 

T.  ROWE  PRICE  NEW  ERA  X 

-* 

Natural  Resources 

AA 

1467.7 

35 

No  load 

0.79 

24.3 

21.f 

1.  KUWt  KKlUt  ratW  nUKIZUnIa 

AVG 

Mid-cap  Growth 

A'id'i  A 
t  JO  J.f 

no  loao  I 

n  on 

17.0 

14.( 

T.  ROWE  PRICE  OTC  SECURITIES 

Small-cap  Blend 

AAA 

415.6 

49 

No  load 

1.1 1 

21.1 

18.: 

T.  ROWE  PRICE  PERS.  STRAT.  BAL. 

Domestic  Hybrid 

179.7 

859 

No  load 

1.05 

14.2 

12.: 

T.  ROWE  PRICE  SCIENCE  &  TECH. 

AVG 

Technology 

AA 

3291.8 

44 

No  load 

1.01 

14.2 

lO.t 

T.  ROWE  PRICE  SMALL-CAP  VAL. 

A"*  A- 

Small-cap  Value 

AA 

1409.8 

51 

1.00*t 

0.98 

24.6 

22.f' 

1.  KUWt  HKIl^t  9r tl^  1  KUiVI  uKUW  1  n 

Large-cap  Blend 

2104.1 

55 

No  load 

0.00 

20.5 

18. 

T.  ROWE  PRICE  VALUE 

Mid-cap  Value 

197.9 

325 

No  load 

1.10 

28.5 

25.! 

PRINCOR  CAPITAL  ACCUMULATION  A  X 

A 

Large-cap  Blend 

AVG 

487.0 

28 

4.75 

0.69t 

23.4 

18.: 

PRINCOR  EMERGING  GROWTH  A 

AVG 

Small-cap  Blend 

AA 

245.6 

51 

4.75 

1.32t 

19.1 

18.1 

PRINCOR  GROWTH  A 

AVG 

Mid-cap  Blend 

A 

247.5 

31 

4.75 

1.08t 

12.2 

11.' 

HKINCOK  WOKLD  A 

Foreign 

A 

1 86.3 

41 

4.75 

1 .45t 

23.8 

22.1 

PRUDENTIAL  ALLOC.  BALANCED  B 

AVG 

Domestic  Hybrid 

A 

429.5 

-3 

5.00** 

1.95t 

15.7 

13.: 

PRUDENTIAL  ALLOC.  STRATEGY  B 

AVG 

Domestic  Hybrid 

AA 

220.7 

-18 

5.00** 

2.08t 

11.0 

7.! 

PRUDENTIAL  EQUITY  B 

AA 

Large-cap  Value 

A 

2629.7 

22 

5.00** 

1.66t 

17.1 

13.1 

PRUDENTIAL  EQUITY-INCOME  B 

A 

Mid-cap  Value 

AVG 

979.0 

5 

5.00** 

1.78t 

21.0 

18.: 

PKUUtrallAL  tUKUPt  bKUW  1  H  D 

Europe 

■  Of  .O 

23.2 

22.1 

PRUDENTIAL  GLOBAL  GENESIS  B 

-A 

World 

AA 

131.3 

-12 

5.00** 

2.17t 

9.2 

6.1 

PRUDENTIAL  JENN  GROWTH  B  (ill) 

Large-cap  Growth 

260.5 

128 

5.00** 

NAt 

13.6 

13.| 

PRUDENTIAL  MULTI-SECTOR  A 

AVG 

Mid-cap  Blend 

AVG 

221.8 

-1 

5.00 

1.23t 

19.5 

PRUDENTIAL  PACIFIC  GROWTH  B 

Diversified  Pacific 

303.7 

-13 

5.00** 

2.21t 

1.8 

l.i 

PKUDtnllAL  S>MALL  CUMrANIts  D  (JJj) 

AVG 

Small-cap  Value 

-ton  fi 

1 1 
1 J 

c  nn*  * 

1  QQ+ 

23.0 

17.'i 

PRUDENTIAL  UTILITY  B 

AVG 

Utilities 

A 

2139.1 

-9 

5.00** 

1.63t 

21.2 

18.! 

PRUDENTIAL  WORLD  GLOBAL  B  (kkk) 

A 

World 

A 

336.6 

28 

5.00** 

2.191 

18.2 

15. 

PUTNAM  ASIA  PACIFIC  GROWTH  A 

A 

Diversified  Pacific 

244.6 

50 

5.75 

1.54t 

5.8 

4.' 

PUTNAM  ASSET  ALLOC:  BAL.  A 

Domestic  Hybrid 

372.5 

94 

5.75 

l.32t 

17.6 

15.i 

PUTNAM  ASSET  ALLOC:  CONS.  A 

Domestic  Hybrid 

zzts.u 

1  QQ 
t  39 

D./O 

1  00+ 

1  .ZZJ 

11.2 

9.1 

PUTNAM  ASSET  ALLOC:  GROWTH  A 

Mid-cap  Blend 

245.4 

73 

5.75 

1.49t 

18.6 

PUTNAM  BALANCED  RETIREMENT  A 

AA 

Domestic  Hybrid 

AA 

502.7 

4 

5.75 

1.15t 

13.6 

10.1 

PUTNAM  CAPITAL  APPREC.  A 

Mid-cap  Blend 

283.7 

126 

5.75 

1 .291 

30.1 

27.| 

PUTNAM  DIVERSIFIED  EQUITY  B 

Mid-cap  Growth 

218.1 

61 

5.00** 

2.09t 

15.9 

Dl  ITU  A  M              1 ITV   Hkl/^/^MKr  A 

KU  1  NAm  t.t|UI  1  Y  INCUIVIb  A 

A  A 

Large-cap  Value 

577.8 

43 

5.75 

1  .l3t 

21.3 

20.!p 

PUTNAM  EUROPE  GROWTH  A 

AVG 

E  urope 

188.3 

89 

5.75 

1.47t 

22.7 

20.| 

PUTNAM  FUND  FOR  GROWTH  &  INCOME  A 

A  A 

Large-cap  Blend 

AAA 

12305.5 

43 

5.75 

0.89t 

21.8 

GEORGE  PUTNAM  OF  BOSTON  A 

AA 

Domestic  Hybrid 

A 

1830.9 

55 

5.75 

0.95t 

16.3 

i3.i 

PUTNAM  GLOBAL  GROWTH  A 

A 

World 

AVG 

2318.4 

30 

5.75 

1.28t 

16.6 

PUTNAiVI  GLOBAL  NATURAL  RES.  A  (III) 

A 

Natural  Resources 

"A 

1 97.0 

29 

5.75 

1 .1 3t 

19.2 

16.1 

PUTNAM  GROWTH  A  INCOME  II  R 

1  ^rop-T^n  Untiip 

LaigC  Uap  ¥atUC 

777.1 

163 

5.00** 

NAt 

20.2 

17. 

PUTNAM  HEALTH  SCIENCES  A 

♦  A 

Health 

A 

1289.3 

13 

5.75 

l.lOt 

12.4 

11. 

PUTNAM  INTL.  GROWTH  A  (mmm) 

A 

Foreign 

A 

302.4 

422 

5.75 

1.74t 

16.2 

15, 

PUTNAM  INTL.  NEW  OPPORT.  B 

Foreign 

703.1 

752 

5.00** 

2.72t 

15.9 

15, 

m  ITU  A  AA    lAll/FCTABC  A 

PUTNAM  INVESTORS  A 

AVG 

Large-cap  Blend 

AVG 

1 323.8 

29 

5.75 

1 .03t 

21.4 

17 

PUTNAM  NEW  OPPORTUNITIES  A 

A 

Mid-cap  Growth 

5962.6 

152 

5.75 

1.1  It 

10.8 

10 

PUTNAM  NEW  VALUE  A 

Mid-cap  Value 

196.7 

NM 

5.75 

NAt 

24.5 

23 

PUTNAM  OTC  EMERGING  GROWTH  A  & 

AA 

Small-cap  Growth 

AVG 

1838.4 

84 

5.75 

1.1  It 

4.6 

2 

PUTNAM  UTILITY  GROWTH  &  INCOME  B 

Utilities 

637.2 

4 

5.00** 

1.87t 

14.7 

11 

m  1             A  AA    IflfVA  A 

PUTNAM  VISTA  A 

AVG 

Mid-cap  Growth 

AAA 

1 677.6 

68 

5.75 

1 .07 1 

22.4 

20 

PUTNAM  VnVAGFR  A 

Miri-ran  f^rnwth 

IVIIU  Uap  UIUWIII 

8633.1 

44 

5.75 

1.03t 

12.8 

10 

PUTNAM  VOYAGER  II  A 

Mid-cap  Growth 

350.3 

326 

5.75 

I.IOt 

7.7 

7 

RAINIER  CORE  EQUITY 

Mid-cap  Value 

220.1 

212 

No  load 

1.29t 

23.3 

20 

RIGKTIME  BLUE  CHIP 

AA 

Domestic  Hybrid 

A 

289.3 

14 

4.75 

2.17t 

10.9 

7 

■ 

RIGHTIME  X 

A 

Domestic  Hybrid 

A 

162.2 

4 

NO  load 

2.47 1 

8.6 

2 

ROBERTSON  STEPHENS  CONTRAR. 

World 

1070.0 

110 

No  load 

2.54t 

21.7 

21 

ROBERTSON  STEPHENS  EMG.  GROWTH  A 

AAA 

Small-cap  Growth 

AAA 

197.8 

25 

No  load 

1.64t 

21.6 

161 

ROBERTSON  STEPHENS  GR.  &  INC. 

Mid-cap  Growth 

320.0 

134 

No  load 

1.941 

24.2 

23 

ROBERTSON  STEPHENS  VAL.  +  GR. 

Mid-cap  Growth 

660.8 

-A2 

No  load 

1.45t 

14.1 

11 

ROYCE  MICRO-CAP 

AAA 

Small-cap  Value 

A 

1414 

45 

1  00* 

1 .94 

15.5 

13 

ROYCE  PREMIER 

AAA 

Small-cap  Value 

AA 

316.8 

5 

1.00* 

1.25 

18.1 

15 

ROYCE  VALUE  X 

A 

Small-cap  Value 

A 

145.6 

-13 

1.00* 

1.76t 

14.0 

9 

RYDEX  NOVA 

Large-cap  Blend 

360.5 

62 

No  load 

1.31 

25.5 

25 

RYDEX  OTC 

Large-cap  Growth 

174.5 

475 

No  load 

1.33 

43.1 

43 

"Includes  redemption  fee,  **lncludes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  tNot  currently  accepting  new  accounts.  §Less  ttian  0.5%  of  assets.  NA=Not  available.  NM=Ni 
(ill)  Formerly  Prudential  Jennison  B.  (|)))  Formerly  Prudential  Growth  Opportunity  B.  (kkk)  Formerly  Prudential  Global  B.  (Ill)  Fornnerly  Putnam  Natural  Resources  A.  (mmm)  For 
Overseas  Growth  A, 
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Equity  Funds 


WUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 


5  YEARS 

10  YEARS 

BW  10-YEAR 

TURNOVER 

CASH 

FOREIGN 

P-E 

UNTAXED 

LARGEST  HOLDING 

LEVEL 

BEST 

WORST 

PREIAX  ARERIM 

PREIAX  AFTERTAX 

ANALYSIS 

% 

RATIO 

GAINS  (%) 

COMPANY  (%  ASSETS) 

QTR 

%RET 

QTR 

%RET 

14.5  12.4 

13.3 

10.7 

LkUi 

Average 

4 

26 

26 

40 

FHLIVIC(4) 

Low 

n95 

8.2 

I  94 

^.1 

800-638-5660 

years  of  data  available 

1  1  1  1  1 

8 

12 

30 

NA 

United  HealthCare(4) 

800-638-5660 

5.5  6.0 

[JhBJ 

Average 

5 

99 

24 

4 

China  Trust  Commerc.  Bankd 

High 

DZ  93 

15.1 

m92 

-9.3 

800-638-5660 

11.6  10.5 

11.2 

8.2 

Very  low 

4 

99 

25 

21 

Wolters  Kluwer(2) 

High 

H  93 

12.1 

DZ  94 

-4.2 

800-b3o-5bbU 

0.7  -0.2 

1  1  ■  1 

Low 

2 

98 

37 

-16 

Mitsubishi  Heavy  lndustries(4)Very  high 

I  94 

17.0 

DZ  93- 

-13.5 

800-638-5660 

LLLLI 

low 

5 

97 

16 

-17 

Telefonos  de  Mexico  L  (ADR)(5) 

800-638-5660 

NIB 

Average 

8 

4 

33 

15 

ADT(2) 

800-638-5660 

15.7  14.4 

15.9 

14.6 

Average 

3 

2 

32 

37 

HFS(4) 

High 

IS92 

16.2 

n92 

-9.7 

800-638-5660 

13.6  12.4 

LL-BJ 

Average 

5 

99 

20 

10 

Hutchison  Whampoa(4) 

Very  high 

DZ  93 

33.9 

1  94 

-20.2 

800-638-5660 

13.2  11.0 

12.1 

9.7 

■JJJ 

3 

21 

30 

35 

IVIobil(4) 

Average 

I  96 

9.7 

1  92 

-5.6 

800-638-5660 

19.7  16.2 

16.3 

13.3 

usm 

Average 

6 

2 

38 

36 

Paychex(2) 

High 

IS  92 

19.2 

0  92 

-10.1 

800-638-5660 

16.9  12.7 

12.3 

8.9 

Average 

11 

2 

25 

33 

Richfood  Holdlngs(3) 

Average 

I3Z92 

15.1 

0  92 

-7.2 

800-638-5660 

years  of  data  available 

Mill 

Average 

2 

22 

25 

1 

General  Electric(2) 

800-638-5660 

24.9  21.8 

High 

21 

9 

36 

24 

lntel(4) 

High 

H  92 

22.0 

0  94 

-7.8 

800-638-5660 

18.8  17.3 

1 

1 3 

2 

20 

24 

Electro  Rent(2) 

Low 

I  92 

1 1.1 

0  92 

-4.7 

800-638-5660 

15.6  13.3 

LUM 

Very  low 

0 

31 

28 

19 

T.  Rowe  Price  Gr.  Stk.(23) 

Low 

ffl95 

8.3 

194 

-3.2 

800-638-5660 

years  of  data  available 

1  II  1  i 

Average 

7 

8 

22 

11 

FIVIC(2) 

800-638-5660 

13.9  11.0 

12.5 

9.9 

Average 

2 

1 

25 

18 

WMX  Technologies(3) 

Low 

H96 

8.1 

194 

-3.9 

800-451-5447 

16.3  15.7 

Very  low 

12 

2 

27 

29 

lntel(2) 

Average 

02  92 

12.6 

0  92 

-4.9 

800-451-5447 

12.9  11.6 

14.4 

12.6 

Very  low 

s 

5 

26 

32 

Boston  Scientific(3) 

Average 

I  95 

9.4 

0  92 

-3.2 

800-451-5447 

14.1  12.9 

9.7 

7.2 

1  1  ■  1 

Low 

4 

99 

16 

21 

Roussel  Uclaf(2) 

High 

nz  93 

15.3 

0192 

-8.7 

800-451-5447 

9.6  7.6 

□■yj 

High 

8 

5 

27 

22 

Cisco  SystemsO) 

Low 

0  95 

6.8 

194 

-3.9 

800-225-1852 

8.2  5.9 

1  MM 

Very  high 

16 

2 

23 

15 

Cisco  Systenis(2) 

Low 

0  95 

7.7 

194 

^.3 

800-225-1852 

16.2  14.1 

14.4 

12.1 

SiJH 

Lyid 

Low 

1 1 

5 

17 

24 

Chrysler(3) 

Low 

I  93 

9.3 

I  94 

-3.0 

800-225-1852 

13.6  11.5 

Average 

1 

7 

21 

12 

IBM(5) 

Low 

I  93 

11.1 

DZ  94 

-3.6 

800-225-1852 

years  of  data  available 

1  M  II 

Average 

11 

100 

25 

27 

Rexel  (France)(4) 

800-225-1852 

11.7  11.0 

M  ■  1 

Average 

2 

69 

27 

19 

Baan(3) 

High 

in  93 

17.1 

DZ94 

-6.5 

800-225-1852 

years  of  data  available 

1  M  II 

1 

8 

33 

NA 

Boeing(3) 

800-225-1852 

13.4  10.0 

1  mm 

II  1  u 

High 

4 

6 

25 

12 

Cisco  Systems(5) 

Average 

III  94 

10.8 

DZ  94 

-A.Q 

800-225-1852 

Average 

0 

100 

27 

7 

Guoco  Group(5) 

800-225-1852 

15.8  12.9 

13.1 

11.1 

Average 

0 

1 

17 

17 

Methode  Electronics  CI  A(2) 

Average 

IS92 

11.2 

0  92 

-5.4 

800-225-1852 

11.7  9.6 

11.5 

9.2 

MB 

Very  low 

2 

21 

19 

28 

Sonat(4) 

Average 

IS  96 

12.2 

I  94 

-5.0 

800-225-1852 

12.3  11.4 

8.3 

7.3 

Average 

0 

79 

25 

50 

Nokla(2) 

High 

IS  93 

14.7 

IS  94 

-5.7 

800-225-1852 

12.8  12.0 

I  1  ■  1 

II  B  1 

Average 

3 

98 

27 

5 

HSBC  Holdings  (UK)(3) 

High 

GZ  93 

21.8 

I  92 

-5.4 

800-225-1 581 

years  of  data  available 

1  II  U 

High 

1 

24 

26 

14 

NatlonsBank(l) 

800-225-1 581 

years  of  data  available 

1  II  u 

High 

1 

30 

26 

9 

NatlonsBank(§) 

800-225-1581 

years  of  data  available 

1  M  y 

Average 

1 

20 

27 

18 

NatlonsBankd) 

800-225-1581 

12.3  9.8 

11.1 

7.5 

U_1_B 

High 

2 

6 

21 

10 

Weyerhaeuser(l) 

Very  low 

n95 

7.1 

194 

-3.1 

800-225-1581 

Average 

5 

12 

19 

22 

General  Electric(3) 

800-225-1 581 

years  of  data  available 

MIL 

Average 

0 

33 

27 

17 

Thermo  Electrond ) 

800-225-1581 

15.1  13.9 

11.8 

8.6 

U-Ui 

Average 

5 

6 

20 

1 

Weyerhaeuser(2) 

Low 

195 

8.9 

194 

-3.5 

800-225-1581 

15.4  14.4 

U-JM 

Average 

4 

97 

19 

19 

Pharmacia  &  Upjohn(3) 

Average 

15  93 

11.6 

0192 

-5.1 

800-225-1581 

16.2  13.8 

14.5 

10.9 

hMW 

Average 

2 

4 

21 

21 

Warner-Lambert(2) 

Low 

195 

9.6 

194 

-4.0 

800-225-1581 

12.5  9.9 

12.2 

8.7 

□au 

High 

4 

3 

19 

13 

Weyerhaeuserd) 

Very  low 

I  95 

7.8 

I  94 

-3.7 

800-225-1581 

11.9  10.7 

10.6 

8.6 

Auprsop 
nvci  ugc 

5 

67 

27 

1 7 

Getronicsd) 

Average 

DZ  93 

9.2 

01  92 

-3.8 

800-225-1581 

11.9  9.5 

12.1 

10.1 

B  biiiJ 

Average 

2 

16 

25 

16 

Exxon(4) 

High 

193 

11.9 

IS93 

-9.9 

800-225-1581 

years  of  data  available 

II  1  M 
mMLM 

3 

4 

21 

NA 

Bankers  Trust  New  York{3) 

800-225-1581 

1 1 .2   1 0.0 

17.0 

15.0 

Very  low 

6 

11 

30 

47 

Johnson  &  Johnson(7) 

High 

11194 

18.3 

192 

-12.1 

800-225-1581 

13.0  12.5 

1  1  PI -| 

Average 

3 

99 

24 

3 

Ito-Yokado(l) 

Average 

DZ  93 

16.3 

0192 

-6.7 

800-225-1581 

/ears  of  data  available 

1  1  M  1 

g 

98 

24 

7 

Telecom  ltalia(3) 

15.5  11.5 

14.4 

9.5 

HUH 

High 

4 

2 

29 

31 

Citicorp(3) 

Average 

0  95 

11.1 

194 

-3.8 

800-225-1581 

22.8  22.4 

Low 

7 

6 

40 

16 

HFS(2) 

High 

nz  92 

26.1 

0  92 

-8.5 

800-225-1581 

lean  of  data  available 

M  U  .1 

5 

7 

23 

NA 

Dayton  Hudson(3) 

800-225-1581 

19.9  17.0 

17.3 

15.1 

M  1  U 

Very  high 

3 

6 

47 

27 

Cascade  Communs.(2) 

High 

ni  95 

20.9 

0  92 

-9.4 

800-225-1581 

Aifpronp 

2 

7 

1 9 

1 5 

Sprint(5) 

17.8  15.1 

16.0 

13.0 

High 

1 

3 

37 

27 

HFS(2) 

Average 

in  95 

13.8 

n94 

-6.0 

800-225-1581 

15.6  14.0 

17.6 

15.1 

Average 

3 

7 

35 

31 

HFS(2) 

High 

DZ92 

13.8 

194 

-6.3 

800-225-1581 

iJTM 

Average 

4 

7 

39 

6 

HFS{2) 

800-225-1581 

rears  of  data  available 

LUJI 

High 

3 

2 

23 

4 

General  Electric(3) 

800-248-6314 

10.3  8.1 

UaUd 

100 

4 

23 

15 

S&P  500  Option  (Put)(47) 

Very  low 

n  95 

8.8 

n  92 

-2.0 

9.4  6.2 

10.6 

7.7 

lMJJ 

Very  low 

100 

7 

26 

3 

Fidelity  Magellan(7) 

Low 

ffl  95 

10.0 

n  92 

^.1 

800-242-1421 

1 1  i..y 

6 

60 

24 

22 

lnco(6) 

800-766-3863 

10.5  8.4 

CKB 

Very  high 

7 

1 

50 

24 

Affiliated  Comp.  Svcs.  A(3) 

Very  high 

nZ92 

21.6 

0  92 

-17.2 

800-766-3863 

ears  of  data  available 

M  M  .1 

0 

5 

28 

13 

Compuwared) 

800-766-3863 

Mil 

Very  high 

1 

1 

31 

21 

Compaq  Computer(5) 

800-766-3863 

17.9  15.8 

ms 

Low 

2 

4 

18 

11 

Sevenson  Environ.  Svcs. (2) 

Low 

nZ92 

13.3 

0  92 

-3.6 

800-221-4268 

14.7  13.2 

Average 

12 

3 

17 

15 

Standard  RegisterO) 

Very  low 

IB  92 

10.9 

0  94 

-1.1 

800-221-4268 

11.3  8.7 

10.8 

8.1 

Very  low 

6 

3 

17 

39 

Standard  Registerd) 

Low 

IS92 

8.7 

0  92 

-3.4 

800-221-4268 

LTXB 

Very  low 

0 

NA 

NA 

7 

S&P  500  Futures  Mar.  '97  (50) 

800-820-0888 

ears  of  data  available 

rrn 

Very  high 

0 

NA 

34 

-6 

Microsoftd3) 

800-820-0888 

DATA;  MORNINGSTAR,  INC,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND  OVERALL  RATING      CATEGORY '  RATING     SIZE  FEES  1996  RETUI 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG, 

SALES 

EXPENSE 

PRE- 

Ani| 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

SMIL. 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

TAl 

RYDEX  URSA 

Large-cap  Blend 

298.7 

153 

No  load 

1.39 

-12.4 

-i2i 

SAFECO  EQUITY  NO  LOAD 

Large-cap  Blend 

•*  * 

853.1 

38 

No  load 

0.79 

25.0 

20) 

SAFECO  GROWTH  NO  LOAD 

Small-cap  Blend 

198.1 

7 

No  load 

1.02 

22.9 

ibF 

SAFECO  INCOME  NO  LOAD  & 

Large-cap  Value 

290.3 

26 

No  load 

0.86 

24.0 

19  if 

SALOMON  BROS.  CAPITAL 

♦ 

Mid-cap  Blend 

136.6 

31 

No  load 

1.36 

33.3 

26 

SALOMON  BROS.  INVESTORS  O 

Large-cap  Blend 

518.4 

21 

No  load  i 

0.69 

30.4 

251 

SALOMON  BROS.  OPPORTUNITY  ± 

*"* 

Large-cap  Value 

AVG 

158.8 

13 

No  load 

1.18 

19.6 

171 

SCHRODER  INTERNATIONAL  INV.  (nnn) 

Foreign 

* 

188.2 

-9 

No  load 

0.91 

12.8 

5I 

SCHWAB  INTERNATIONAL  INDEX 

Foreign 

259.9 

33 

0.75* 

0.85 

9.1 

81 

SCHWAB  1000 

* 

Large-cap  Blend 

* 

1908.8 

79 

0.50* 

0.49 

21.6 

21 1 

SCHWAB  SMALL  CAP  INDEX 

Small-cap  Blend 

220.9 

60 

0.50* 

0.68 

15.5 

15| 

SCOUT  STOCK  X 

AVG 

Mid-cap  Value 

178.9 

22 

No  load 

0.85 

10.7 

8K 

SCUDDER  CAPITAL  GROWTH 

Large-cap  Blend 

1810.5 

16 

No  load 

0.98 

19.6 

SCUDDER  DEVELOPMENT 

Small-cap  Growth 

971.5 

11 

No  load 

1.24 

10.0 

SCUDDER  GLOBAL  DISCOVERY  (ooo) 

AVG 

World 

AVG 

362.5 

43 

No  load 

1.69 

21.5 

19 

SCUDDER  GLOBAL  X 

-* 

World 

1409.3 

11 

No  load 

1.34 

13.7 

11 

SCUDDER  GOLD 

Precious  Metals 

184.3 

57 

No  load 

1.50 

32.1 

25 

SCUDDER  GREATER  EUROPE  GROWTH 

Europe 

150.7 

243 

No  load 

1.50 

30.9 

30 

SCUDDER  GROWTH  &  INCOME  X 

Large-cap  Blend 

4218.2 

37 

No  load 

0.80 

22.2 

20 

SCUDDER  INTERNATIONAL  X 

Foreign 

AVG 

2644.9 

12 

No  load 

1.14 

14.6 

12 

SCUDDER  LATIN  AMERICA 

Latin  America 

636.9 

24 

No  load 

2.08 

28.3 

27 

SCUDDER  PACIFIC  OPPORT. 

Pacific  ex-Japan 

344.3 

-9 

No  load 

1.74 

6.5 

6 

SCUDDER  QUALITY  GROWTH 

Large-cap  Growth 

217.9 

17 

No  load 

1.17 

18.2 

15 

SECURITY  EQUITY  A  X 

Large-cap  Blend 

* 

623.1 

30 

5.75 

1.04 

22.7 

19 

SELECTED  AMERICAN 

AVG 

Large-cap  Value 

1378.1 

49 

No  load 

1.09t 

30.7 

28 

SELIGMAN  CAPITAL  A 

Mid-cap  Growth 

259.5 

20 

4.75 

1.09t 

16.7 

13 

SELIGMAN  COMMON  STOCK  A 

AVG 

Large-cap  Blend 

656.3 

7 

4.75 

0.93t 

15.4 

12 

SELIGMAN  COMMUNICATIONS  &  INFO.  A 

Technology 

2414.7 

24 

4.75 

1.61 1 

11.9 

10 

SELIGMAN  FRONTIER  A 

Small-cap  Growth 

* 

497.2 

48 

4.75 

1.56t 

11.3 

S 

SELIGMAN  GROWTH  A 

Large-cap  Growth 

AVG 

675.1 

13 

4.75 

0.94t 

21.1 

18 

SELIGMAN  HENDERSON  GLOB.  SM.  A 

World 

376.1 

217 

4.75 

1.83t 

16.8 

IS 

SELIGMAN  HENDERSON  GLOB.  TECH.  A 

Technology 

551.3 

17 

4.75 

1.91 1 

14.3 

14 

SELIGMAN  INCOME  A 

*  * 

Domestic  Hybrid 

* 

296.3 

-7 

4.75 

I.OOt 

8.2 

E 

SENTINEL  BALANCED  A  X 

* 

Domestic  Hybrid 

287.6 

6 

5.00 

1.27t 

12.1 

10 

SENTINEL  COMMON  STOCK  A 

AVG 

Large-cap  Blend 

AVG 

1256.4 

17 

5.00 

1.09t 

20.8 

17 

SEQUOIA  X 

Large-cap  Value 

AVG 

2581.5 

18 

No  loadt 

1.00 

21.7 

19 

1784  GROWTH  &  INCOME 

Large-cap  Growth 

375.2 

38 

No  load 

0.94t 

23.6 

2i 

1784  INTERNATIONAL  EQUITY 

Foreign 

433.5 

77 

No  load 

1.13t 

13.7 

12 

SIERRA  EMERGING  GROWTH  A 

♦ 

Small-cap  Growth 

*- 

206.2 

-12 

5.75 

1.68t 

8.5 

e 

SIERRA  GROWTH  &  INCOME  A 

AVG 

Large-cap  Blend 

•» 

156.2 

-1 1 

5.75 

1.56t 

21.6 

17 

SIERRA  GROWTH  A 

Mid-cap  Growth 

142.2 

-12 

5.75 

1.76t 

17.2 

12I  ■ 

SIFE  TRUST  1 

** 

Financial 

AVG 

769.1 

25 

5.00 

1.03 

27.4 

2d 

SIT  MID  CAP  GROWTH  (ppp)  X 

Mid-cap  Growth 

♦ 

375.3 

0 

No  load 

0.77 

21.9 

ie| 

SKYLINE  SPECIAL  EQUITIES 

*  *  * 

Small-cap  Value 

* 

218.7 

25 

No  load 

1.51 

30.4 

21ii 

SMALLCAP  WORLD 

AVG 

Small-cap  Growth 

7073.4 

48 

5.75 

1.09t 

19.8 

SMITH  BARNEY  AGGRES.  GROWTH  A  X 

Mid-cap  Growth 

281.9 

-4 

5.00 

1.30t 

2.7 

SMITH  BARNEY  APPRECIATION  A  X 

AVG 

Large-cap  Blend 

AVG 

2152.4 

13 

5.00 

1.02t 

19.3 

SMITH  BARNEY  EQUITY  INCOME  A  X 

* 

Large-cap  Blend 

AVG 

669.7 

9 

5.00 

1.02t 

16.1 

111 

SMITH  BARNEY  FUNDAMENTAL  VAL.  B 

Large-cap  Value 

772.5 

36 

5.00** 

2.09t 

18.7 

SMITH  BARNEY  GROWTH  &  INCOME  B 

Large-cap  Blend 

133.7 

21 

5.00** 

1.65t 

18.2 

SMITH  BARNEY  MANAGED  GROWTH  B 

Small-cap  Value 

466.4 

57 

5.00** 

1.94t 

15.5 

U 

SMITH  BARNEY  PREM.  TOT.  RET.  B 

Large-cap  Value 

2320.1 

25 

5.00** 

1.62t 

20.1 

17 

SMITH  BARNEY  SECURITY  &  GROWTH 

Domestic  Hybrid 

235.9 

-21 

4.00  + 

1.02 

8.8 

B 

SMITH  BARNEY  SPEC.  EQUITIES  B 

Mid-cap  Growth 

384.5 

125 

5.00** 

2.04t 

-6.4 

SMITH  BARNEY  STRAT.  INVESTOR  B 

* 

Domestic  Hybrid 

AVG 

21 1.9 

-5 

5.00** 

1.94t 

1 1.4 

( 

SMITH  BARNEY  UTILITIES  B 

♦ 

Utilities 

♦ 

1244.5 

-26 

5.00** 

1.55t 

1.9 

-< 

SMITH  BARNEY  INTL.  EQUITY  A  X 

Foreign 

514.8 

5 

5.00 

1.29t 

13.6 

1: 

SOGEN  INTERNATIONAL  X 

International  Hybrid 

3776.7 

45 

3.75 

1.25t 

13.6 

11 

SOGEN  OVERSEAS 

Foreign 

850.3 

57 

3.75 

1.37t 

14.5 

1: 

SOUND  SHORE  X 

Mid-cap  Value 

131.5 

94 

No  load 

1.15 

33.7 

2! 

SOUTHTRUST  VULCAN  STOCK 

Large-cap  Blend 

241.3 

40 

4.50 

0.87 

23.2 

2( 

SSGA  EMERGING  MARKETS  (qqq) 

Diversified  Emerging  Mkts. 

148.1 

83 

No  load 

1.28t 

14.9 

1' 

SSGA  MATRIX  EQUITY  (rrr) 

Large-cap  Value 

314.9 

49 

No  load 

0.66t 

23.7 

21 

SSGA  S&P  500  INDEX  (sss) 

Large-cap  Blend 

860.7 

62 

No  load 

0.18t 

22.7 

21 

STAGECOACH  ASSET  ALLOC.  A  X 

* 

Domestic  Hybrid 

1143.4 

6 

4.50 

0.90t 

11.7 

1 

STAGECOACH  CORPORATE  STOCK  A 

Large-cap  Blend 

-* 

407.2 

24 

No  load 

I.OIt 

21.7 

21 

STAGECOACH  DIVERSIFIED  INC.  A 

Large-cap  Blend 

153.5 

92 

4.50 

I.IOt 

22.1 

1! 

STAGECOACH  GROWTH  &  INC.  A 

AVG 

Large-cap  Blend 

♦ 

286.1 

62 

4.50 

1.18t 

21.7 

1! 

STAGECOACH  LIFEPATH  2020  RET.  (ttt) 

Domestic  Hybrid 

139.7 

24 

No  load 

1.20t 

13.1 

1 

STAGECOACH  LIFEPATH  2040  RET.  (uuu) 

Large-cap  Blend 

179.0 

42 

No  load 

1.20t 

18.3 

'Includes  redemption  fee,  ''Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  LNot  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NM=^ 
(nnn)  Formerly  International  Equity.  (000)  Formerly  Scudder  Global  Small  Company,  (ppp)  Formerly  SIT  Growth,  (qqq)  Formerly  Seven  Seas  Emerging  Markets,  (rrr)  Formerly  Sev 
Equity,  (sss)  Formerly  Seven  Seas  S&P  500  Index,  (ttt)  Formerly  Stagecoach  LifePath  2020.  (uuu)  Formerly  Stagecoach  LifePath  2040, 
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Equity  Funds 


WNUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 


5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E    UNTAXED    LARGEST  HOLDING  LEVEL  BEST    WORST 

PRETAX  AFTERTAX    PRETAX  AFTERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS)  QTR   %RET     QTR  %RET 


e  years  of  data  available 

!  I  i  L 

Very  lovii 

0 

NA 

NA 

-11 

S&P  500  Puts  Mar.  '97  (82) 

800-820-0888 

19.8 

16.9 

16.7 

13.5 

Average 

6 

5 

24 

19 

Chase  IV1anhattan(5) 

Average 

12  92 

14.4 

0  92 

-7.3 

800-426-6730 

12.6 

8.9 

14.6 

11.0 

High 

1 

1 

32 

21 

Seagate  TechnQlogy(7) 

Very  high 

DZ92 

21.6 

0  92- 

-15.6 

800-426-6730 

14.9 

12.4 

1 1.4 

8.9 

LJ_Mi 

Average 

0 

4 

25 

23 

Philip  Morris(4) 

Very  low 

IS  96 

8.9 

13  94 

-3.0 

800-426-6730 

13.6 

10.1 

12.0 

8.8 

Ly_B 

Very  high 

4 

11 

22 

23 

Sears  Roebuck(3) 

High 

196 

11.1 

0  94 

-9.3 

800-725-6666 

16.7 

12.6 

14.1 

10.2 

Average 

6 

17 

23 

33 

SmithKline  Beecham  (ADR)(3) 

Low 

Q96 

9.4 

192 

-2.8 

800-725-6666 

15.9 

14.1 

13.6 

11.4 

LMi 

Very  \ovi 

15 

12 

17 

57 

Chubbdl) 

Low 

IS  96 

11.3 

194 

-1.7 

800-725-6666 

12.1 

9.0 

9.4 

7.1 

LUU 

Average 

1 

99 

25 

24 

lto-Yokado(3) 

Average 

IS  93 

13.2 

IS  94 

-3.9 

800-344-8332 

MIL 

Very  Iovk 

3 

100 

30 

11 

NT&T(2) 

800-526-8600 

14.6 

14.0 

LLkiB 

Very  low 

0 

1 

24 

33 

General  Electric(3) 

Low 

195 

9.4 

194 

-4.0 

800-526-8600 

i  1 1 1. 

LOVK 

1 

0 

27 

17 

USA  Waste  Services(l) 

800-526-8600 

10.0 

7.7 

10.9 

8.4 

Low 

22 

NA 

24 

12 

IBM(I) 

Low 

195 

7.1 

194 

-1.7 

800-422-2766 

12.8 

9.8 

14.1 

11.0 

WLLM 

High 

2 

7 

19 

16 

FNMA(2) 

Average 

n  95 

1 1.3 

I  94 

-8.7 

800-225-2470 

10.9 

8.4 

14.7 

12.4 

Average 

2 

3 

38 

42 

Cintas(3) 

Very  high 

0  95 

17.7 

0  94- 

-13.1 

800-225-2470 

12.8 

12.0 

Average 

8 

59 

29 

24 

IHC  Caland(3) 

Average 

193 

11.3 

IB94 

^.9 

800-225-2470 

12.5 

11.4 

12.8 

11.6 

ttMZ 

Low 

2 

77 

23 

28 

Hoechst(2) 

Low 

ing3 

8.6 

IS  94 

-4.4 

800-225-2470 

15.0 

12.4 

Low 

2 

80 

44 

5 

Precious  Metals(19) 

Very  high 

196 

36.5 

IB94- 

-11.5 

800-225-2470 

e  years  of  data  available 

Low 

6 

97 

23 

17 

Telecom  Italia  IV1obile(2) 

800-225-2470 

15.8 

13.6 

14.3 

11.3 

Low 

4 

16 

21 

26 

Xerox(3) 

Low 

0  95 

8.5 

194 

-3.3 

800-225-2470 

tO.6 

9.3 

9.9 

7.4 

y_aj 

Average 

4 

98 

25 

22 

AEG0N(2) 

Average 

10  93 

10.5 

IB  94 

-4.6 

800-225-2470 

1  M  U 
MIL 

Average 

5 

94 

16 

2 

Perez  Companc  CI  8(5) 

800-225-2470 

Average 

4 

98 

21 

3 

First  Pacific(4) 

800-225-2470 

10.5 

9.1 

|_i  1  I" 

High 

4 

5 

29 

23 

General  Electric(3) 

High 

0  95 

9.4 

I  92 

-7.8 

800-225-2470 

16.0 

12.7 

15.9 

12.2 

Average 

5 

6 

24 

28 

Bristol-Myers  Squibb(2) 

Average 

IB  92 

10.1 

I  94 

-3.6 

800-888-2461 

14.3 

11.1 

14.9 

12.1 

Low 

0 

1 

21 

29 

American  Express(3) 

Average 

IS  96 

13.0 

192 

-A.3 

800-243-1575 

11.7 

8.4 

13.7 

10.6 

■  ■ 

High 

9 

3 

30 

39 

Travelers  Group(3) 

High 

IS  92 

11.5 

0  94 

-11.6 

800-221-2783 

12.0 

9.6 

11.9 

8.7 

Average 

9 

11 

22 

30 

General  Electric(2) 

Average 

195 

8.5 

194 

-4.7 

800-221-2783 

28.1 

24.6 

22.5 

18.3 

Average 

8 

3 

30 

0 

Cisco  Sysfems(5) 

Very  high 

0  95 

29.8 

18  95 

-14.4 

800-221-2783 

18.9 

15.4 

16.2 

13.7 

Average 

3 

2 

30 

7 

CalEnergy(2) 

High 

IB  92 

23.4 

0  92 

-9.8 

800-221-2783 

12.1 

8.6 

13.2 

9.7 

High 

2 

10 

29 

33 

First  Dat3(3) 

Average 

IS  92 

12.6 

094 

-5.3 

800-221-2783 

I  1  1  k 

Average 

6 

63 

29 

13 

CalEnergy(2) 

800-221-2450 

:  years  of  data  available 

ill! 
UiM. 

Average 

10 

42 

28 

-5 

Cisco  Systems(3) 

800-221-2450 

11.0 

8.8 

9.4 

6.7 

High 

1 

53 

16 

6 

Carlton  Communications(2) 

Very  low 

n  95 

7.3 

I  94 

^.0 

800-221-2783 

9.5 

7.8 

10.1 

8.0 

1  1—1  1 

High 

10 

2 

21 

18 

General  Electric(2) 

Very  low 

195 

6.6 

194 

-3.7 

800-282-3863 

13.2 

10.7 

13.1 

10.4 

Low 

3 

2 

22 

50 

General  Electric(3) 

Average 

I  95 

8.2 

194 

-4.7 

800-282-3863 

16.6 

14.9 

16.0 

13.8 

Low 

9 

NA 

19 

55 

Berkshire  Hathaway(28) 

Average 

0195 

11.6 

0  96 

-2.1 

800-686-6884 

Average 

4 

18 

32 

29 

J.D.  Wetherspoon(4) 

800-252-1784 

years  of  data  available 

Low 

5 

100 

28 

10 

Nutricia  Verenlgde  Bedrijven(2) 

800-252-1784 

15.1 

13.5 

Very  high 

0 

13 

41 

29 

Paging  Network(6) 

High 

0195 

15.6 

094 

-5.9 

800-222-5852 

12.8 

10.0 

1  1  1  !■ 

Average 

1 

4 

23 

19 

Union  Pacific(2) 

Average 

195 

9.6 

194 

-2.5 

800-222-5852 

1  1  I  1 

Very  high 

15 

10 

31 

24 

Amgen(4) 

800-222-5852 

22.4 

19.0 

15.4 

12.5 

High 

14 

NA 

17 

40 

J. P.  Morgan(4) 

Average 

IB  92 

14.0 

re  94 

-8.5 

800-524-7433 

11.5 

9.2 

15.9 

13.7 

Average 

4 

8 

36 

45 

Parametric  Technology(4) 

High 

01  95 

18.8 

0  92 

-8.6 

800-332-5580 

20.7 

17.2 

Average 

7 

1 

18 

29 

Furon(3) 

Average 

13  92 

22.2 

0  94 

-3.3 

800-458-5222 

14.6 

12.4 

LLU. 

Average 

14 

38 

27 

23 

Wise.  Central  Transportd) 

Average 

0193 

11.2 

0  94 

-3.9 

800-421-4120 

11.1 

10.2 

14.2 

12.4 

Very  low 

4 

0 

31 

35 

lntel(8) 

Very  high 

IB  92 

16.4 

0  92 

-9.0 

800-451-2010 

11.9 

9.8 

13.3 

11.4 

Average 

13 

2 

22 

34 

Eastman  Kodak(4) 

Low 

195 

8.8 

192 

-3.0 

800-451-2010 

13.1 

10.2 

11.6 

8.7 

Average 

14 

3 

22 

28 

Monsanto(3) 

Low 

195 

8.6 

194 

-4.5 

800-451-2010 

1  1  1  i. 

Average 

22 

9 

26 

17 

BankAmerica(3) 

800-451-2010 

MIL 

Low 

6 

4 

23 

27 

Hewlett-Packard(4) 

800-451-2010 

years  of  data  available  I  M  M  14  5  25  4  Forest  Laboratories  CI  A(2)  800-451-2010 

13.5  11.0  12.6  9.6  Uiiiy  Average  15  20  19  20  Philip  Morrls(5)  Very  low  13  96  9.3  194  -0.8  800-451-2010 
years  of  data  available  Mill  Low  0  12  30  10  Cray  Research(2)  800-451-2010 

I    15.4    15.0      10.3  9.5  I  I  liiM  High  6  3  43  24  Starbucks(4)  Very  high     13  92  23.8  0  92-13.8  800-451-2010 

10.6  8.0  Lkyj  Average  15  8  22  18  Lockheed  Martin(2)  Very  low      0  95    7.5  194  -2.2  800-451-2010 


7.5  5.4 

rgn 

Average 

3 

NA 

16 

6 

Texas  Utilities(4) 

Average 

0  95 

8.6 

194 

-7.4 

800-451-2010 

10.3  10.1 

10.9 

9.7 

LULJ 
SOLI 

Average 

0 

100 

26 

17 

L.M.  Ericsson  (ADR)(2) 

High 

IB  93 

19.2 

IB  94 

-8.1 

800-451-2010 

12.9  11.4 

12.5 

9.9 

Very  low 

22 

61 

23 

15 

Buderusd) 

Very  low 

193 

7.9 

IB  94 

-3.4 

800-334-2143 

LJ-^ 

Very  low 

14 

100 

23 

10 

Randstad  Holding(2) 

800-334-2143 

18.8  15.5 

14.8 

11.8 

Average 

6 

11 

19 

29 

Compuware(4) 

Low 

13  96 

12.0 

18  94 

-1.5 

800-551-1980 

Mil 

Average 

14 

2 

20 

24 

Sun  Microsystems(4) 

800-239-7470 

years  of  data  available 

II  1  u 

Very  low 

2 

99 

19 

4 

Telebras(5) 

800-647-7327 

M  1  W 

High 

1 

0 

22 

14 

lntel(3) 

800-647-7327 

Mil 

Low 

0 

4 

24 

20 

S&P  500  Index  (Fut)(6) 

800-647-7327 

11.5  9.1 

11.7 

10.5 

1^1' 

Low 

0 

3 

24 

24 

General  Electricd) 

Low 

0  95 

9.1 

194 

-A.2 

800-222-8222 

13.9  12.8 

13.9 

13.3 

—  1 

Very  low 

0 

2 

24 

53 

General  Electrlc(3) 

Low 

195 

9.4 

194 

-A.O 

800-222-8222 

M  1  U 

Average 

12 

6 

22 

20 

Household  lnternational(4) 

800-222-8222 

14.0  12.5 

1 II  y 

Average 

15 

11 

27 

22 

L.M.  Ericsson  (ADR)(4) 

Average 

0  95 

8.7 

194 

-3.6 

800-222-8222 

/ears  of  data  available 

Average 

0 

24 

24 

12 

Daimler-Benz  (ADR)(2) 

800-222-8222 

/ears  of  data  available 

Illy 

Low 

1 

20 

24 

15 

Daimler-Benz  (ADR)(2) 

800-222-8222 

DATA:  MORNINGSTAR,  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND                                            OVERALL  RATING 

CATEGORY  ' 

RATING 

SIZE 

FEES 

1996  RETUF 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

ASSETS 

%  CHG. 

SALES 

EXPENSE 

PRE- 

AFTE 

OF  EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$MIL 

1995-6 

CHARGE  (%) 

RATIO  (7o) 

TAX 

TA) 

STAR  RELATIVE  VALUE 

*  * 

Large-cap  Value 

248.7 

82 

4.50 

1.06t 

26.5 

25. 

STATE  ST.  RESEARCH  CAPITAL  B 

Mid-cap  Growth 

378:5 

64 

5.00** 

2.011 

6.8 

6. 

STATE  ST.  RESEARCH  CAP.  APPREC.  A  X 

Mid-cap  Growth 

374.2 

12 

4.50 

1.40t 

5.8 

4. 

STATE  ST.  RESEARCH  INVMT.  B  J± 

Large-cap  Blend 

261.6 

58 

5.00** 

1.53t 

20.2 

14. 

STATE  ST.  RESEARCH  MGD.  ASSETS  B 

Domestic  Hybrid 

244.1 

36 

5.00** 

2.00t 

19.2 

16. 

STEIN  ROE  BALANCED  (vvv)  & 

-* 

Domestic  Hybrid 

AVG 

257.4 

13 

No  load 

1.05 

17.1 

13. 

STEIN  ROE  CAPITAL  OPPORT.  (www) 

♦ 

Mid-cap  Growth 

* 

1423.9 

328 

No  loadt 

1.22 

20.4 

20. 

STEIN  ROE  GROWTH  &  INCOME  (xxx) 

Large-cap  Blend 

241.2 

59 

No  load 

1.18 

21.8 

20. 

STEIN  ROE  GROWTH  STOCK  (yyy) 

Large-cap  Growth 

* 

443.4 

18 

No  load 

1.08 

20.9 

1 

i. 

STEIN  ROE  INTERNATIONAL  (ZZZ) 

Foreign 

140.5 

54 

No  load 

1.51 

8.4 

7. 

STEIN  ROE  SPECIAL  (aaaa) 

AVG 

Mid-cap  Blend 

AVG 

1149.6 

1 

No  load 

1.18 

18.8 

16. 

STEIN  ROE  SPECIAL  VENTURE  (bbbb) 

Small-cap  Blend 

158.0 

123 

No  load 

1.25 

28.6 

25. 

STEIN  ROE  YOUNG  INVESTOR  (cccc) 

Large-cap  Growth 

271.3 

547 

No  load 

1.21 

35.1 

33. 

STI  CLASSIC  CAPTL  GROWTH  INV. 

Large-cap  Blend 

197.2 

12 

3.75 

1.80t 

19.5 

13. 

STI  CLASSIC  VAL.  INC.  STOCK  INV. 

Large-cap  Blend 

144.1 

28 

3.75 

1.30t 

19.1 

14. 

STRONG  AMERICAN  UTILITIES 

Utilities 

134.8 

14 

No  load 

1.20 

8.4 

5. 

STRONG  ASSET  ALLOCATION 

* 

Domestic  Hybrid 

AVG 

271.4 

1 

No  load 

1.20 

10.5 

6. 

STRONG  COMMON  STOCK 

** 

Mid-cap  Blend 

1243.7 

17 

No  loadt 

1.20 

20.5 

15, 

STRONG  DISCOVERY 

Mid-cap  Growth 

513.8 

-14 

No  load 

1.40 

1.5 

. 

STRONG  GROWTH 

Mid-cap  Growth 

1308.2 

104 

No  load 

1.40 

19.5 

1 

3 

STRONG  INTERNATIONAL  STOCK 

Foreign 

296.3 

38 

Nu  load 

1.70 

8.2 

5 

STRONG  OPPORTUNITY 

*  * 

Mid-cap  Blend 

* 

1769.6 

33 

No  load 

1.30 

18.1 

14 

STRONG  SCHAFER  VALUE  (dddd)  X 

Mid-cap  Value 

* 

514.2 

176 

No  load 

1.27 

23.2 

21 

STRONG  SMALL  CAP  ii. 

Small-cap  Growth 

157.1 

NM 

No  load 

NA 

22.7 

22 

STRONG  TOTAL  RETURN 

Large-cap  Growth 

* 

759.1 

7 

No  load 

1.10 

14.1 

3 

SUNAMERICA  BALANCED  ASSETS  B 

AVG 

Domestic  Hybrid 

169.5 

0 

4.00** 

2.12t 

8.3 

4 

SUNAMERICA  SMALL  CO.  GROWTH  A 

Small-cap  Growth 

AVG 

163.2 

86 

5.75 

1.53t 

14.9 

13 

TCW/DW  CORE  EQUITY 

Large-cap  Blend 

773.2 

2 

5.00** 

1.82t 

19.0 

16 

TCW/DW  LATIN  AMERICAN  GROWTH 

Latin  America 

248.8 

6 

5.00*' 

2.98t 

22.0 

22 

TCW/DW  SMALL  CAP  GROWTH 

Small-cap  Growth 

303.7 

129 

5.00** 

2.57 1 

13.7 

13 

TEMPLETON  DEVELOPING  MKTS.  1 

Diversified  Emerging  Mkts. 

3206.0 

49 

5.75 

2. lot 

22.5 

21 

TEMPLETON  FOREIGN  1 

AVG 

Foreign 

-*  * 

10678.2 

46 

5.75 

1.12t 

18.0 

16 

TEMPLETON  GLOBAL  OPPORT.  1  &. 

AVG 

World 

AVG 

590.0 

16 

5.75 

1.52t 

24.2 

22 

TEMPLETON  GLOBAL  REAL  ESTATE  1  (eeee) 

AVG 

Real  Estate 

135.1 

8 

5.75 

1.51t 

20.5 

19 

TEMPLETON  GLOBAL  SMALL  CO.  1  (ffff) 

AVG 

World 

AVG 

1635.1 

16 

5.75 

1.27t 

22.1 

1 

3 

TEMPLETON  GROWTH  1 

-* 

World 

9394.6 

29 

5.75 

1.09t 

20.6 

11 

h 

TEMPLETON  WORLD  1  A 

AVG 

World 

*  •* 

6685.3 

12 

5.75 

1.03t 

21.5 

18| 

THIRD  AVENUE  VALUE 

Domestic  Hybrid 

644.7 

96 

No  load 

1.21 

21.9 

TOWER  CAPITAL  APPRECIATION  A 

AVG 

Large-cap  Blend 

AVG 

191.4 

24 

4.50 

1.25t 

23.2 

19| 

TWEEDY.  BROWNE  AMERICAN  VAL. 

Mid-cap  Value 

277.6 

65 

No  load 

1.39 

22.5 

21  > 

TWEEDY,  BROWNE  GLOBAL  VALUE 

World 

1211.3 

51 

No  load 

1.60 

20.2 

17 

UNITED  ACCUMULATIVE  A  X 

AVG 

Large-cap  Blend 

1285.2 

6 

5.75 

0.80t 

12.3 

! 

! 

UNITED  CONTINENTAL  INCOME  A 

* 

Domestic  Hybrid 

51 1.7 

4 

5.75 

0.89t 

9.7 

8 

UNITED  INCOME  A  X 

AVG 

Large-cap  Blend 

AVG 

4850.4 

22 

5.75 

0.83t 

20.5 

1i 

! 

UNITED  INTERNATIONAL  GROWTH  A  A 

Foreign 

847.8 

21 

5.75 

1.25t 

18.2 

17 

UNITED  NEW  CONCEPTS  A 

Mid-cap  Growth 

AVG 

547.8 

21 

5.75 

1.19t 

4.7 

3 

UNITED  RETIREMENT  SHARES  A 

-* 

Domestic  Hybrid 

AVG 

641.6 

11 

5.75 

0.89t 

9.8 

6 

UNITED  SCIENCE  &  TECHNOLOGY  A  X 

Technology 

980.6 

18 

5.75 

0.93t 

8.5 

6 

UNITED  SVCS.  GOLD  SHARES 

Precious  Metals 

153.3 

-13 

0.10* 

1.54 

-25.5 

-26 

UNITED  SVCS.  WORLD  GOLD 

Precious  Metals 

* 

225.5 

22 

0.10* 

1.51 

1 9.5 

17 

UNITED  VANGUARD  A 

Large-cap  Growth 

1288.6 

2 

5.75 

1.09t 

7.7 

3 

USAA  AGGRESSIVE  GROWTH 

Small-cap  Growth 

712.7 

61 

No  load 

0.74 

16.5 

15 

USAA  CORNERSTONE  STRATEGY  X 

** 

Mid-cap  Blend 

* 

1151.2 

21 

No  load 

1.15 

17.9 

15 

USAA  GROWTH  &  INCOME 

Large-cap  Blend 

499.6 

87 

No  load 

0.95 

23.0 

21 

USAA  GROWTH  &  TAX  STRATEGY 

* 

Domestic  Hybrid 

AVG 

173.7 

16 

No  load 

0.82 

11.1 

c 

USAA  GROWTH 

AVG 

Large-cap  Blend 

AVG 

1335.2 

25 

No  load 

1.01 

17.8 

^4 

USAA  GROWTH  STRATEGY 

Mid-cap  Growth 

133.7 

344 

No  load 

1.66 

22.1 

USAA  INCOME  STOCK 

* 

Large-cap  Value 

1915.2 

21 

No  load 

0.72 

18.7 

IE 

USAA  INTERNATIONAL 

AVG 

Foreign 

** 

504.2 

43 

No  load 

1.19 

19.2 

n 

USAA  WORLD  GROWTH 

World 

265.5 

19 

No  load 

1.27 

1 9.1 

IE 

VALUE  LINE 

Mid-cap  Growth 

AVG 

348.9 

10 

No  load 

0.83 

22  5 

16 

VALUE  LINE  INCOME 

AVG 

Domestic  Hybrid 

♦ 

147.2 

2 

No  load 

0.93 

17.4 

i: 

VALUE  LINE  LEVERAGED  GR.  INV. 

Mid-cap  Growth 

AVG 

371.1 

10 

No  load 

0.88 

22.3 

IE 

VAN  ECK  GOLD/RESOURCES  A 

Precious  Metals 

AVG 

138.0 

-12 

5.75 

1.81t 

2.5 

VAN  ECK  INTL.  INVEST  GOLD  A  A 

Precious  Metals 

450.9 

-11 

5.75 

1.42 

-9.4 

VAN  KAMPEN  AMER.  CAP.  COMSTOCK  A 

AVG 

Large-cap  Blend 

AVG 

1250.4 

16 

5.75 

0.96t 

22.3 

i( 

VAN  KAMPEN  AMER.  CAP.  EMG.  GR.  A 

♦  ♦ 

Mid-cap  Growth 

AVG 

1652.3 

43 

5.75 

I.IOt 

17.9 

u 

VAN  KAMPEN  AMER.  CAP.  ENTERPR.  A 

AVG 

Mid-cap  Growth 

1319.9 

29 

5.75 

0.98t 

23.5 

2- 

VAN  KAMPEN  AMER.  CAP.  EQ.-INC.  B 

Large-cap  Blend 

632.2 

54 

5.00*' 

1.75t 

14.6 

i; 

VAN  KAMPEN  AMER.  CAP.  GR.  &  INC.  A 

Large-cap  Blend 

-* 

584.9 

47 

5.75 

1.15t 

18.1 

i; 

"Includes  redemption  fee.  "Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  iNot  currently  accepting  new  accounts.  §Less  than  0.5%  of  assets.  NA=Not  available.  NM  ' 
(vvv)  Formerly  SteinRoe  Total  Return,  (www)  Formerly  SteinRoe  Capital  Opportunities,  (xxx)  Formerly  SfeinRoe  Prime  Equities,  (yyy)  Formerly  SteinRoe  Growth  Stock,  (zzz)  ^o■ 
International,  (aaaa)  Formerly  SteinRoe  Special,  (bbbb)  Formerly  SteinRoe  Special  Venture,  (cccc)  Formerly  SteinRoe  Young  Investor,  (dddd)  Formerly  Schafer  Value,  (eeee)  Fori 
Real  Estate  Securities  I.  (ffff)  Formerly  Templeton  Smaller  Companies  Growth  I. 
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Equity  Funds 


NUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA 

5  YEARS 
PRETAX  AFTERTAX 


RISK 


TELEPHONE 


10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E    UNTAXED    LARGEST  HOLDING 
PRETAX  AFTERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS) 


LEVEL 


BEST 


WORST 


QTR   %RET     QTR  %RET 


16.1  15.3 

1?.6    10.2       16.4  14.5 


US 


Low 
Very  high 
Very  high 

Low 

___High_ 

Average 

Low 
Very  low 
Average 
Average 

Low 
Average 
High 
High 
__High 

High 
Very  high 

High 
Very  high 
Very  high 

High 
High 
Low 

Very  high 


1  4  21  25  Bristol-Myers  Squibb(5)  Low 

2  6  39  15  HFS(5) 

-1  7  39  16  HfS(5)  Very  high 

2  11  27  34  Shell  Trans/Trading  (ADR)(3) 

9  25  28  13  Ford  Motor(I) 


IS  96  11.0  194  -3.3 
ffl92  19.9     n92  -8.7 


800-677-3863 
800-882-0052 
800-882-0052 
800-882-0052 
800-882-0052 


10.8 

14.7 


7.9 
12.9 


11.6 


10.8  8.2 

18.8  18.5 
14.5  12.4 

11.9  9.3  14.1 
years  of  data  available 

13.4    11.1      15.1  12.0 
years  of  data  available 
years  of  data  available 


rrra 


14 
4 
4 
7 

NA 


18 

51 
23 
33 
23 


27 
15 
29 
47 
4 


Citicorp(3) 
HFS(4) 
Monsanto(3) 
Home  Depot(4) 
Bladex  (ADR)(2) 


Low  196  6.2  E94  -3.2 

High  196  13.8  E96  -9.4 

Low  IS  92  8.4  194  -3.2 

Average  10  95  10.1  194  -5.8 


800-338-2550 
800-338-2550 
800-338-2550 
800-338-2550 
800-338-2550 


[TEH 


10  9  26  39  Borders  Group(4) 

5  13  30  23  AmeriSource  Health  CI  A(5) 

11  5  34  16  Outdoor  Systems(3) 
7  3  25  NA  Chase  Manhattan(2) 
7  11  23  -2  ITT  lndustries(2) 


Average     IS  92  10.0     194  -6.7 


800-338-2550 
800-338-2550 
800-338-2550 
800-428-6970 
800-428-6970 


9.4  6.6 
19,1  16.5 
10.0  7.1 


8.9  5.7 


□I 


5  7  17  11  AmeritechdO) 

4  28  32  7  lntergroup(2)  Very  low 

12  9  26  20  Nokia  CI  A  (ADR)(1)  Average 

6  5  37  -7  Flores  &  Rucks(5)  High 
3  5  42  17  Danka  Business  Sys.  (ADR)(2) 


0  95  6.6  194  -2.1 
15  92  13.5  n92  -7.5 
IS  92  17.8    0  92  -6.8 


800-368-1030 
800-368-1030 
800-368-1030 
800-368-1030 
800-368-1030 


17.1    15.4      14.8  12.8 

18.4  16.6  16.3  14.0 
years  of  data  available 

12.0   10.3      10.6  8.0 


mn 


4  99  26  -A  Gemina-Gen  Mobil  Inter  Aziond) 

14  14  26  19  AVX(I)  Average 

2  19  15  21  0wens-lllinois{3)  Low 
11  3  43  NA  Harmanlntl.  Industries(2) 

3  2  35  17  Monsanto(3)  Average 


IS  92  10.8  IS  94  -2.8 
IS  96  11.8    IS  94  -3.6 


in  93    9.1     0  92  -5.9 


800-368-1030 
800-368-1030 
800-368-1030 
800-368-1030 
800-368-1030 


10.0  6.8 
19.9  17.5 


10.0  7.5 


Very  high 
Very  high 
Average 
Average 
High 


6 
5 
3 
99 
4 


24 
40 
31 
17 
45 


19 
23 
33 
-27 
33 


Mobil(2) 

Flanders  {144A)(2) 
lntel(5) 
TelebrasdO) 
Cascade  Communs.(2) 


Average 
High 


m95  7.1 
IS  92  20.2 


192  ^.9 
0  92  -8.0 


800-858-8850 
800-858-8850 
800-526-3143 
800-526-3143 
800-526-3143 


12.1 

12.5 
14.7 
10.3 
13.4 


11.2 
10.7 
12.2 
9.5 
10.3 


15.2  12.8 


11.4  8.1 


Very  low  12  100  16  10  Cheung  Kong  Holdings(3)  High 

Low  16  99  17  8  Sonyd)  Average 

Low  10  67  18  18  Biniantara  Citra  (For)(2)  Average 

Low  3  32  21  5  Weeks(5)  Average 

Low  15  72  17  23  News  lnternational(3)  Average 


IS  93  21.2  IS  94  -8.5 

IS  93  12.0  0192  -6.5 

0193  10.8  IS  94  -6.1 

193  13.5  IS  94  -5.8 

193  10.9  IS  94  -6.6 


800-292-9293 
800-292-9293 
800-292-9293 
800-292-9293 
800-292-9293 


15.0  12.2  14.2  11.2 

15.5  12.0  13.0  9.5 
18.9  17.9 

13.6  10.9 


riTH 


Low 

Low 
Very  low 
Average 
Very  low 

Low 
Very  high 
Average 

Low 
Average 


8  66  18  15  FordMotord)  Average 

5  62  18  19  Merrill  Lynch(2)  Average 

30  1  15  23  First  American  Financial(4)  Very  low 

3  3  22  30  General  Electric(2)  Average 

7  14  19  19  FHLMC(4) 


IS  93  9.7  IS  94  -A.} 

IS  93  10.0  IS  94  ^.6 

193  14.4  IS  94  -3.2 

0  95  9.9  192  -5.3 


800-292-9293 
800-292-9293 
800-443-1021 
800-999-0124 
800-432-4789 


13.5  10.2 

11.3  9.2 

14.5  13.3 

13.5  11.7 


12.6  8.8 

9.9  7.3 

14.8  12.3 

10.9  8.6 


10  82  23  17  Unilever  (Netherlands)(3) 

5  8  23  12  SmithKline  Beecham  (ADR)(4)  Average 

6  5  24  18  Electronic  Data  Systems(2)  Low 

2  6  22  42  lntel(3)  Average 

8  100  20  17  Skandinaviska  Enskild  Bk.  A(3)  High 

29  NA  43  33  Cisco  Systems(5) 

8  6  24  20  Gillette(2) 

10  2  47  50  Ascend  Communs. (8) 

-33  81  33  -126  Southvaal  HIdgs.  (ADR)(16) 

1  75  38  20  Barrick  GolddO) 


IS  92  10.6  194  -2.1 

0  95  7.1  IS  94  -1.8 

0  95  12.3  IS  94  -2.5 

IS  93  17.4  0192  -7.7 


800-432-4789 
800-366-5465 
800-366-5465 
800-366-5465 
800-366-5465 


12.6 
11.6 
14.1 
-10.2 
15.8 


11.6 
9.3 
12.6 
-11 
15.4 


14.2 
11.7 
16.6 
-7.6 
6.1 


12.7 
9.1 
14.3 
-8.9 
5.4 


Low 
Average 
Low 
Low 
Low 


High 
Very  low 
Very  high 
Very  high 
Very  high 

High 
Very  high 
Low 

Very  low 
Average 

Low 
Average 


ffl95  14.6  0  92  -7.0 

0  95  7.4  194  -2.0 

0  95  19.1  192-10.4 

0  93  41.0  IS  92-22.1 

0  93  36.5  12  94-15.5 


800-366-5465 
800-366-5465 
800-366-5465 
800-873-8637 
800-873-8637 


11.0  9.0  11.8  8.8 

11.5  9.5  13.1  11.0 

12.7  11.0  10.7  9.3 

9.6  7.9 


Mill 
■  1 


Average 
Average 

Low 

Low 
Very  high 

Average 

low 
Average 
Average 


20 
2 
7 
4 

13 


21 
4 

32 
6 

NA 


29 
42 
24 
22 
20 


38 
35 
16 
18 
13 


FNMA(3) 
HB0(2) 

B.F.  Goodrichd) 
B.F.  GoodrichO) 
J.C.  Penney(2) 


0  95  13.2  0  92  -4A 

IS  92  18.5  0  92-13.9 

193  10.1  194  -2.4 

195  7.0  194  -3.5 

0194  12.1  194  ^.9 


800-366-5465 
800-382-8722 
800-382-8722 
800-382-8722 
800-382-8722 


13.7  10.3  13.2  10.2 
ears  of  data  available 

12.8  10.5 
13.1  12.2 


XL 


10 
20 
NA 
99 
71 


22  3 

29  7 

17  13 

24  14 

25  17 


RJR  Nabisco  Holdings(5) 

Philip  Morris(2) 

J.C.  Penney(4) 

Elf  Aquitaine  (ADR)(2) 

Canond) 


IB  96  9.7 
IB  93  13.8 


194  ^.0 

195  -5.2 


800-382-8722 
800-382-8722 
800-382-8722 
800-382-8722 
800-382-8722 


11.6 

8.1 

14.8 

11.4 

 1  Average 

17 

4 

29 

34 

Newbridge  Networks(2) 

High 

IB  92 

10.4 

0  92 

-6.3 

800-223-0818 

9.3 

6.3 

10.6 

7.6 

LU_y  Average 

4 

3 

29 

17 

HB0(2) 

Low 

0  95 

6.7 

194 

-5.5 

800-223-0818 

12.8 

10.4 

14.3 

11.2 

_M  1  Average 

14 

3 

31 

43 

SunAmerica(3) 

High 

0  95 

12.6 

0  92 

-9.4 

800-223-0818 

8.9 

8.9 

4.1 

4.0 

U-tD    Very  low 

2 

66 

43 

-17 

Plutonic  Resources(9) 

Very  high 

0  93 

35.9 

IB  94 

-14.5 

800-826-1115 

4.3 

3.4 

3.9 

2.7 

U-BJ    Very  low 

2 

75 

41 

40 

Middle  Witwatersrand(6) 

Very  high 

0  93 

39.1 

IB  92 

-13.5 

800-826-1115 

13.3 

8.6 

13.5 

9.6 

bMJi  High 

2 

10 

22 

19 

Bristol-Myers  Squibb{3) 

Low 

195 

10.6 

194 

-3.8 

800-421 

-5666 

16.6 

14.8 

17.2 

15.0 

5 

3 

40 

35 

HB0(2) 

High 

IB  92 

18.5 

0  92 

-10.2 

800-421 

-5666 

14.7 

11.2 

14.8 

11.0 

Uld  High 

3 

3 

26 

21 

Philip  Morris(4) 

Average 

0  95 

11.6 

I  94 

-3.2 

800-421 

-5666 

iTTH  High 

3 

9 

24 

12 

Texaco(2) 

800-421 

-5666 

14.9 

11.8 

13.8 

10.9 

MmllM  High 

9 

1 1 

24 

15 

Texaco(2) 

Low 

195 

9.5 

194 

-3.1 

800-421 

-5666 

DATA;  MORNINGSTAR,  INC.,  CHICAGO,  IL. 
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MUTUAL  FUND  SCOREBOARD 


FUND 


OVERALL  RATING  CATEGORY, 


RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 

(COMPARES  RISK-ADJUSTED  PERFORMANCE 

%  CHG, 

SALES 

tXPtNbt 

PRE- 

OF EACH  FUND  AGAINST  ALL  FUNDS) 

OF  FUND  WITHIN  CATEGORY) 

$IV11L, 

1995-6 

CHARGE  (%) 

RATIO  (%) 

TAX 

tII 

VAN  KAMPEN  AMER.  CAP.  PACE  A  &, 

AVG 

Large-cap  Growth 

2774.7 

14 

5.75 

0.94t 

20.6 

 1 

1 '1 

VAN  WAGONER  EMERGING  GROWTH 

Small-cap  Growth 

63^.2 

282 

No  load 

NAt 

26.9 

VAN  WAGONER  MICRO-CAP 

Small-cap  Growth 

140.7 

658 

No  load 

NAt 

24.5 

2C| 

VAN  WAGONER  MID-CAP 

Mid-cap  Growth 

nivi 

No  load 

NAt 

23.9 

VANGUARD  ASSET  ALLOCATION 

Domostic  Hybrid 

2596.9 

45 

No  load 

0.47 

15.7 

1 

VANGUARD  BALANCED  INDEX 

Domestic  Hybrid 

826.2 

40 

No  load 

0.20 

14.0 

VANGUARD  EQUITY-INCOME 

Large-cap  Value 

-A- 

1425.0 

29 

No  load 

0.42 

17.4 

IE 

VANGUARD  EXPLORER 

Small-cap  Blend 

2263.7 

37 

No  load 

0.63 

14.0 

i: 

VANGUARD  HORIZON  AGGRES.  GROWTH 

Mid-cap  Value 

1  nti 

1  nn  * 
1  .UU 

0.38 

25.1 

2! 

VANGUARD  INDEX  EXTENDED  MKT. 

AVG 

Small-cap  Blend 

2098.8 

38 

No  load 

0.25 

17.6 

1! 

VANGUARD  INDEX  500 

Large-cap  Blend 

30331.9 

75 

No  load 

0.20 

22.9 

2: 

VANGUARD  INDEX  GROWTH 

Large-cap  Growth 

786.9 

190 

No  load 

0.20 

23.8 

2; 

VANGUARD  INDEX  SMALL  CAP  STOCK 

AVG 

Small-cap  Blend 

AVG 

1713.4 

76 

No  load 

0.25 

18.1 

1i 

VANGUARD  INDEX  TOTAL  STOCK  MKT. 

1  3rap-rAn  Ripnri 

1  ZD 

No  load 

0.25 

21 .0 

2( 

VANGUARD  INDEX  VALUE 

Large-cap  Value 

1015.7 

105 

No  load 

0.20 

21.8 

IS 

VANGUARD  INTL.  EQ.  EMG.  MKT. 

Diversified  Emerging  Mkts. 

637.1 

172 

No  load 

0.60 

15.8 

1! 

VANGUARD  INTL.  EQ.  EUROPEAN 

AVG 

Europe 

AVG 

1594.7 

57 

No  load 

0.35 

21.3 

2( 

VANGUARD  INTL  EO  PACIFIC 

977.5 

18 

No  load 

0.35 

-7.8 

~\ 

VANGUARD  INTL  GROWTH  A 

Fnrpion 
rui  cigii 

c  1 

3  i 

No  load 

U.Dd 

14.7 

1. 

VANGUARD  LIFESTRAT.  CONSERV.  GROWTH 

Doni6stic  Hybrid 

462.5 

111 

No  load 

0.00 

10.4 

VANGUARD  LIFESTRAT.  GROWTH 

Large-cap  Blend 

628.7 

189 

No  load 

0.00 

15.4 

1' 

VANGUARD  LIFESTRAT.  INCOME 

Domestic  Hybrid 

151.5 

25 

No  load 

0.00 

7.7 

VANGUARD  LIFESTRAT.  MOD.  GROWTH 

Large-cap  Blend 

825.7 

252 

No  load 

0.00 

12.7 

1 

VANGUARD  QUANTITATIVE  X 

Large-cap  Value 

1  OQC;  A 

41 

No  load 

0.47 

23.1 

1{ 

VANGUARD  SPEC.  ENERGY  X 

Natural  Resources 

AVG 

847.9 

67 

1.00* 

0.48 

34.0 

3; 

VANGUARD  SPEC.  GOLD  &  PREC.  MET. 

Precious  Metals 

AVG 

496.5 

-10 

1.00* 

0.60 

-0.8 

VANGUARD  SPEC.  HEALTH  CARE  X 

AVG 

Health 

2661.7 

81 

1.00* 

0.45 

21.4 

2( 

VANGUARD  SPEC.  UTILITIES  INCOME 

Utilities 

658.6 

-13 

No  load 

0.41 

5.3 

VANGUARD  STAR 

Domestic  Hybrid 

01 
z  1 

No  load 

U.UU 

ICO 

It 

VANGUARD  TAX-MGD.  CAPITAL  APPREC. 

Large-cap  Growth 

517.4 

104 

2.00- 

0.20 

20.9 

21 

VANGUARD  TAX-MGD.  GROWTH  &  INC. 

large-cap  Blend 

234.5 

138 

2.00* 

0.20 

23.0 

2: 

VANGUARD  U.S.  GROWTH 

AVG 

Large-cap  Growth 

5532.0 

53 

No  load 

0.43 

26.1 

2: 

VANGUARD/MORGAN  GROWTH 

AVG 

1  ^rop-p^n  Ripnri 

2053.8 

40 

No  load 

0.48 

23.3 

1! 

VANCIiARD/PRIME'CAP  A. 

AVG 

Mirf-r:?n  Ripnri 

IVIIU MfCip  UICIIU 

AVG 

4204.0 

30 

No  load 

0.58 

1 8.3 

r 

VANGUARD/TRUSTEES'  EO  INTL  A 

Cnrpian 
rui  cigii 

AVG 

916.6 

-7 

No  load 

0.47 

10.2 

VANGUARD/TRUSTEES'  EQ.  U.S. 

AVG 

Large-cap  Blend 

157.7 

15 

No  load 

0.56 

21.3 

1! 

VANGUARD/WELLESLEY  INCOME  X 

A- 

Domestic  Hybrid 

AVG 

7012.7 

-2 

No  load 

0.34 

9.4 

VANGIJARn/WrLLINCTON 

nniTiPQtir  Huhriri 
uuiiicdiiu  nyui  lu 

16189.7 

28 

No  load 

0.33 

16.2 

i; 

VANGUARD/ WINDSOR 

41).  A 

1  nrop-rnn  UnliiP 
Lfiigc  i<ap  vafuc 

lD/00.  1 

NO  loao  ^ 

n  OQ 

U.Z9 

A 

■7' 

VANGIIARD/WIND^DR  II  A. 

LdlgC  Lfdp  Value 

15700.0 

43 

No  load 

0.39 

24.2 

2 

VICTORY  BALANCED  A 

Domestic  Hybrid 

281.6 

30 

4.75 

0.98 

14.5 

i:h 

VICTORY  DIVERSIFIED  STOCK  A 

Large-cap  Blend 

594.9 

34 

4.75 

0.92 

24.7 

VITTDRY  GRDWTH 

1  arorp-pan  Hrrtu/th 

L<llgC   Lfdp  UlUVVlll 

154.4 

38 

4.75 

1.07 

24.9 

^  i 

VITTDRY  ^PFriAl   VALIIF  A 

Mirl-psn  V/sIiip 

IVIIU  U£l)J  Value 

298.8 

44 

4.75 

1 .04 

1 8.9 

VirTDRY  ^TOrK  INDFY  SX. 

305.8 

72 

4.75 

0.55 

22.1 

21 1 

VICTORY  VALUE 

Large-cap  Blend 

394.8 

24 

4.75 

0.99 

22.4 

 1 

VISTA  CAPITAL  GROWTH  A 

AVG 

Small-cap  Value 

784.9 

8 

4.75 

1.37t 

24.2 

VI^TA  GROWTH  A  INCDMP  A 

1  srorp.p^n  V/nliiP 
Ldl  gC  Ua|J  Value 

1628.4 

8 

4.75 

I.32t 

19.7 

VI^TA  <%IVIAI  i   fAP  rnillTY  A 

^m^ll.p^in  Ripnri 

1 51 .8 

1 85 

4.75 

1 .50t 

28.8 

PnrPion 
rui  cigll 

AVG 

149.9 

16 

No  load 

1.53 

17.0 

WADDELL  &  REED  GROWTH  B 

Domestic  Hybrid 

243.4 

40 

3.00** 

2.14t 

2.4 

— R 

WADDELL  &  REED  TOTAL  RETURN  B 

Large-cap  Blend 

291.7 

75 

3.00** 

1.99t 

18.1 

v 

WAPRIIRG  PINfll^  CAP    APPRPf*  mMM 

fUliri-p^n  RIanH 
IVIIU  Ldp  DIcllU 

AVG 

464.9 

82 

No  load 

1.12 

23.3 

WARRIIRG  PiNfll^  PMG   GR  mMM 

Ollldll  Ldp  UlUWUI 

1 1 51 .8 

107 

No  load 

1 .26 

9.9 

WARRIIRG  PIMni^  PMG   MKT  CGMM 

ni\fprcifiori  FmoriYinn  lUILtc 
UlVclalllcU  Clilclgllig  ivinio. 

212.4 

852 

No  load 

I.OOt 

9.9 

WARBURG  PINCUS  GR.  &  INC.  COMM.  A 

AVG 

Mid-cap  Blend 

460.9 

-53 

No  load 

1.21 

-1.2 

~ 

WARBURG  PINCUS  INTL.  EQ.  COMM. 

♦ 

Foreign 

AVG 

2953.0 

33 

No  load 

1.39 

10.6 

WARRIIRG  PINniQ  PrXT-VPNTIIRP 

ollldM  Ud|J  uiuwin 

165.2 

476 

No  load 

1.65t 

17.3 

1 

WA^ATf^M  AGGRP<I^I\/P  POIIilTV  M. 

Small-cap  Growth 

AVG 

21 9.2 

-25 

No  loadt 

1 .50 

5.2 

WACLUmriTON  MIITIIAI    iMUPQTORQ  A. 

Large-cap  Value 

AVG 

25374.5 

35 

5.75 

0.66t 

20.2 

1 

WEITZ  VALUE  X 

Mid-cap  Blend 

260.7 

75 

No  load 

1.35 

18.7 

'1 

WESTCORE  MIDCO  GROWTH  X 

Mid-cap  Growth 

AVG 

628.8 

15 

No  load 

1.08 

17.0 

WINTHROP  AGGRESSIVE  GROWTH  A  (gggg) 

* 

Small-cap  Value 

♦ 

237.3 

1 1 

4.75 

1.64t 

14.6 

WPG  TUDOR  X 

Small-cap  Growth 

1  n 
1  u 

No  load 

1  30 

1 8  8 

), 

WRIGHT  INTL.  BLUE  CHIP  EQUITY 

♦ 

Foreign 

AVG 

268.9 

13 

No  load 

1.29t 

20.7 

1 

WRIGHT  SELECTED  BLUE  CHIP  EQUITY  X 

AVG 

Mid-cap  Value 

205.8 

-5 

No  load 

1.04t 

18.6 

1 

YACKTMAN 

Mid-cap  Blend 

755.6 

33 

No  load 

0.91 1 

26.0 

2 

ZWEIG  APPRECIATION  A 

-* 

Mid-cap  Value 

275.9 

1 

5.50 

1.63t 

15.4 

1 

ZWEIG  MANAGED  ASSETS  C 

Domestic  Hybrid 

426.2 

-19 

1.25** 

2.29t 

9.0 

ZWEIG  STRATEGY  C 

Domestic  Hybrid 

621.3 

17 

1.25** 

1.97t 

12.1 

"Includes  redemption  fee.  •'Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect.  tNot  currently  accepting  new  accounts.  Ress  than  0.5%  of  assets,  NA=Not  available.  NM=fH 
(gggg)  Formerly  Winthrop  Focus  Aggressive  Growth.  | 
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Equity  Funds 


WUAL  TOTAL  RETURNS  (%)  TREND     PORTFOLIO  DATA   RISK   TELEPHONE 

5  YEARS  10  YEARS     BW  10-YEAR  TURNOVER   CASH   FOREIGN  P-E    UNTAXED    LARGEST  HOLDING  LEVEL   BEST   WORST 

PRETAX  AFTERIAX    PRETAX  AFTERTAX    ANALYSIS  %       %      RATIO  GAINS  (%)  COMPANY  (%  ASSETS)  QTR    %RET     QTR  %RET  


12.3     8.1  12.5 

8.9 

1  M  y 

Very  high 

2 

9 

25 

25 

American  Cap  Small  Cap(4) 

Average 

n95 

10.5 

194 

-3.6 

800-421-5666 

years  of  data  available 

1  11  1  1 

1 

2 

45 

NA 

U.S.  Robotics{4) 

800-228-2121 

years  of  data  available 

II  M  1 
1  1  II  1 

5 

2 

42 

NA 

NuC02(2) 

Qfin  90fl  0101 
OUU'ZZO-Z  1  Z  1 

years  of  data  available 

I  II  II 

II  1  M 

6 

2 

48 

NA 

Xylan(4} 

QCin  99R  9191 

13.3  11.2 

LJHMi 

Average 

25 

4 

24 

25 

General  Electric(l) 

Low 

U  93 

1  n  c; 

T  QA 

OUU-DDZ-  / *f*+  / 

1  1  1  u 

LOVK 

1 

0 

25 

16 

General  Electricd) 

800-662-7447 

14.7  12.8 

LLUI 

Low 

7 

1 

21 

30 

Bristol-Myers  Squibb(3) 

Low 

195 

9.6 

194 

-6.6 

800-662-7447 

13.D    ll.b  12.9 

1 1 .2 

1   M   1  1 
■■■■■ 

Average 

1 4 

1 

29 

23 

Air  Express  International(l) 

Uiffh 

Mign 

TO  QO 
Ul  sZ 

1  3.3 

TT  09 

11  3Z 

-7  6 

years  of  data  available 

i  1  1  n 
1  1  1  1  1 

High 

1 

NA 

21 

18 

AtmeK2) 

ann  ceo  lAAl 

14.8  13.6 

1   1    1  LJ 

Low 

2 

1 

27 

29 

Berkshire  Hathaway(2) 

Average 

1  1  R 
1  1  .D 

TT  QO 
11 

—J. 3 

OUU-DDZ  iHHl 

15.1    14.1  15.0 

13.8 

Very  low 

0 

3 

24 

24 

General  Electric(3) 

Low 

195 

9.7 

194 

-3.8 

800-662-7447 

LlJ.Ji 

Low 

1 

2 

29 

13 

General  Electric(6) 

800-662-7447 

A       t        t  A   ~t  IOC 

16.3    14.7  12.5 

1 0.4 

Low 

3 

0 

25 

1 9 

Battle  Mountain  Gold(§) 

High 

UL  ^Z 

1/11 

n  92 

-D.D 

Rfin  RR9  1AA~I 
OUU  DDZ-  iHH  1 

Mil 

Very  low 

2 

U 

1  c 

General  Electric(2) 

Rnn.fifi9.7447 
OUU  DDZ"  /  f  1 1 

II  1  ■ 

Low 

0 

1 

1  8 

1 5 

Exxon(4) 

Rnn  fiR9  ~IAA~1 
OUU-DDZ-  IHHI 

years  of  data  available 

1  1  1  u 

Very  low 

5 

100 

21 

5 

Telekom  Malaysia(2) 

800-662-7447 

13.5  12.7 

LUny 

Very  low 

3 

100 

21 

23 

Royal  Dutch  Petrol.  (Neth)(3) 

Average 

n92 

10.8 

ni92 

-5.2 

800-662-7447 

3.5  3.1 

M  ■  1 

1     t  Wkmi 

Very  low 

2 

100 

38 

7 

Toyota  Motor(3) 

Very  high 

n  93 

1  /  .o 

I  GO 

1  yz  - 

1  Q  Q 

onn  Rco  ~iAA.i 

OUU-DDZ-  /  ft  / 

12.6    11.8  10.1 

8.1 

U-U 

Low 

1 

98 

25 

21 

Ciba-Geigy  (Reg)(3) 

Average 

WI  QQ 

lii  Ho 

1  Z.3 

1  yz 

1 

—3.  1 

Rnn  fifiO  iAA~t 

oUU"DDZ"  /  *T*t  / 

years  of  data  available 

Mill 
1  1  1  1  1 

Very  low 

5 

NA 

25 

5 

Vanguard  F/1  S-T  Corp.(26) 

Rnn  fifio  lAAi 

oUU-ODZ-  /  ft  / 

years  of  data  available 

1  1  1  M 
1  1  1  1  1 

Very  low 

0 

18 

25 

7 

Vanguard  Index  Tot.  Stk.  Mkt.(50) 

800-662-7447 

years  of  data  available 

Very  low 

0 

NA 

24 

1 

Vanguard  F/l  S-T  Corp.(32) 

800-662-7447 

years  of  data  available 

1  1  1  1  1 

Very  low 

0 

NA 

25 

5 

Vanguard  Index  Tot.  Stk.  Mkt.(35) 

QOn  CC9  ~IAA~I 
OUU-DDZ  -  iHHI 

15.2    12.7  15.2 

13.3 

Average 

5 

2 

20 

23 

General  Electric(3) 

Average 

n  95 

y.4 

I  94 

A 

—4.1 

Qfin  CC9  lAAt 
oUU-DdZ-/4^/ 

1  /.o     13./        1 3.U 

1 2.7 

Low 

8 

•JO 

oo 
zz 

Unocal(3) 

High 

I  QT 
1 

91  7 

TU 

UL  so 

— o.y 

Rnn  RR9  lAAl 
OUU  DDZ-  /  / 

6.9     6.3  6.1 

5.0 

1  1  ■  1 

Very  low 

8 

81 

34 

15 

Euro-Nevada  Mining(5) 

Very  high 

0  93 

31.3 

IB94- 

-12.6 

800-662-7447 

16.3    14.5  20.0 

17.8 

Mill 
M  1  LJ 

Very  low 

11 

23 

30 

28 

Bristol-Myers  Squibb(5) 

Average 

ffl94 

14.7 

193 

-7.9 

800-662-7447 

Low 

2 

8 

1 7 

7 

Pinnacle  West  Capital(4) 

Dnn  ceo  1AA1 
oUU-ddZ-/'Jh/ 

12.8    10.6  12.1 

9.4 

i-j  1  1  1 
■■■■■i 

Very  tow 

1 8 

NA 

23 

18 

Vanguard/Windsor  11(27) 

Very  low 

u  95 

7.6 

I  94 

-3.1 

unn  ceo  iaai 
oUu-DDZ-  i^¥^l 

years  of  data  available 

1  M  M 
1  1  I  1  1 

Very  low 

0 

0 

28 

1 5 

Coca-Cola(2) 

onn  ceo  ~iaa~i 
oUU-Doz-  /44/ 

years  of  data  available 

Mill 
M  M 

Very  low 

0 

3 

24 

14 

General  Electric(3) 

800-662-7447 

12.9   11.9  14.8 

12.8 

Average 

6 

8 

28 

35 

Coca-Cola(4) 

Average 

n95 

10.5 

192 

^.9 

800-662-7447 

i4.2    n.D  14.6 

1 1 .2 

bIoi 

Average 

9 

8 

28 

26 

Cisco  Systems{2) 

Average 

n  95 

1 1 .8 

I  94 

—4.0 

Qnn  ceo  ~iAA~i 
oUU-DDZ-  /44  / 

18.1    17.1  15.0 

13.8 

Very  low 

7 

9 

29 

30 

lntel(5) 

Average 

n  95 

1 3.9 

Q  92 

-2.9 

onn  ceo  ~iaa~i 
oUU-DDZ-  /44  / 

8.7     6.2  10.5 

6.6 

■  U  1 

Average 

1 

100 

24 

1 9 

Total  Petroleum  CI  B(3) 

High 

1  93 

1 0.0 

I  92 

-5.5 

onn  ceo  iaah 
oUU-bbz-  /44/ 

14.1    11.8  12.8 

9.8 

M-mm 

Average 

1 

0 

23 

26 

Philip  Morris(3) 

Average 

in  95 

9.9 

n94 

-5.2 

800-662-7447 

10.9     8.4  11.1 

8.3 

Low 

3 

3 

20 

9 

Bristol-Myers  Squibb(2) 

Very  low 

n95 

8.5 

194 

-A.5 

800-662-7447 

IOC     lie  lie 
I0.5    11.5  12.D 

10.2 

1    1    1  UJ 

■■■■■ 

Low 

2 

6 

19 

24 

General  Electric(2) 

Low 

n  95 

8.6 

I  94 

-3.9 

onn  ceo  iaa'i 
oUU-ObZ-/44/ 

ion     1 A  n  ivin 
18.0     14.9  14.0 

10.3 

EBB 

Low 

10 

7 

23 

30 

Chrysler(b) 

Average 

n  95 

1 1 .3 

IS  94 

-3. 1 

onn  ceo  iaai 
oUU-Dbz-/44^/ 

leT        1/1T              1  A  c 

16.7    14.7       14. D 

12.2 

Low 

7 

3 

18 

36 

Chase  Manhattan(5) 

Low 

m  95 

1 0.2 

I  94 

—4.5 

onn  ceo  haah 
oUU-bbZ-/44/ 

II  1  y 

Average 

2 

7 

21 

12 

BankAmerica(2) 

800-539-3863 

16.2  12.9 

Average 

1 

2 

23 

20 

General  Electric(2) 

Low 

195 

9.9 

194 

-3.4 

800-539-3863 

M  1  U 
M  1  ■ 

High 

3 

NA 

24 

26 

General  Electric(4) 

onn  ciQ  "Joci 
oU0-3J9-oobj 

M  1  U 
M  1  W 

Average 

4 

2 

22 

1 9 

Dear  lnternational(2) 

onn  cm  too 
oU0-3J9-JobJ 

1  M  ■ 
1MB 

Very  low 

14 

4 

23 

18 

S&P500(Fut)(12) 

onn  cion  ooco 

1  1  1  u 

Low 

3 

1 

20 

23 

TexacoO) 

800-539-3863 

15.3  13.9 

Average 

10 

2 

22 

21 

Eckerd(2) 

Average 

IS  92 

12.6 

n92 

-6.3 

800-648-4782 

13.9  12.4 

IM^ 

Average 

8 

7 

21 

21 

American  Home  Productsd) 

Low 

19  92 

9.6 

n  92 

-3.1 

onn  CAO  ynoo 
oU0-d4o-4/OZ 

years  of  dsta  available 

Mill 
Mill 

Average 

7 

4 

28 

1 9 

Russell  2000  (Fut)(4) 

onn  c/io  /iToi 
8D0-o4o-478z 

11.0    10.1  7.9 

7.4 

M  y  1 

Average 

7 

99 

27 

27 

Roche  Holding  (Div  Cert)(3) 

High 

nz  93 

14.6 

m  92 

-7.5 

onn  co-j  ncnn 
800-3Z7-93U0 

1  1  1  U 

Low 

37 

NA 

42 

19 

Cascade  Communs.(3) 

913-236-2000 

1  1  1  U 

Low 

9 

1 

22 

17 

lntel(3) 

913-236-2000 

15.6  12.8 

1  '  1  ■ 

High 

9 

3 

23 

23 

General  Motors(4) 

Average 

I  95 

9.5 

I  94 

-5.6 

onn  no"?  oo-7>» 
oU0-yz/-Zo74 

16.0  15.1 

1  U-M 

Average 

7 

7 

35 

18 

Synopsys(3) 

High 

m  95 

1 7. 1 

n  92 

-8.9 

onn  ooT  ''\o~i  A 

800-92 /-zo74 

years  of  data  available 

Mill 

Mill 

3 

100 

1 7 

5 

Novus  Petroleum(4) 

800-927-2874 

13.5  11.3 

LkU 

High 

3 

19 

32 

14 

Newmont  Mining(7) 

Average 

n93 

17.9 

m96 

-5.2 

800-927-2874 

12.1  11.3 

Low 

2 

100 

25 

8 

Banco  Santander  (Reg)(2) 

High 

12  93 

17.3 

IS  94 

-7.1 

800-927-2874 

years  of  data  available 

1  M  M 
1  i  1  {  1 

[■II 
i— 

Low 

8 

1 

46 

1 6 

McAfee  AssociatesO) 

onn  Qoo  OQT/i 
ouu-yz  /-zo  /4 

1  z.y    1 1 .4  14.U 

12.6 

Average 

4 

1 

29 

21 

National  Health  lnvestors(6) 

High 

IS  92 

15.7 

n  92 

-12.0 

800-551-1700 

lO.U     14.U  14.4 

12.2 

Low 

4 

NA 

20 

31 

DuPontO) 

Low 

IQ  95 

10.4 

I  94 

-5.0 

800-421-41 20 

15.1    13.3  13.2 

11.4 

Average 

5 

NA 

24 

19 

Wells  Fargo(7) 

Low 

n95 

11.3 

194 

-6.7 

800-232-4161 

13.0    11.0  16.5 

13.6 

Average 

1 

5 

39 

35 

Oxford  Health  Plans(5) 

High 

IS  92 

15.2 

n92 

-9.1 

800-392-2673 

14.5    12.2  13.3 

10.4 

Low 

2 

NA 

19 

12 

First  American  (TN)(2) 

Average 

in  93 

8.9 

IS  94 

-3.6 

800-225-801 1 

12.5     8.6  13.8 

10.1 

mi] 

High 

0 

11 

41 

22 

Starbucks(3) 

Very  high 

IS  92 

17.4 

n94 

-10.2 

800-223-3332 

10.7  10.1 

Very  low 

0 

100 

21 

27 

Gas  Natural  SDG(1) 

Average 

IS  93 

10.1 

ni92 

-5.2 

800-888-9471 

9.8     7.3  12.1 

9.2 

Average 

3 

NA 

17 

25 

Sun  Microsystemsd) 

Average 

ni95 

8.0 

192 

-4.6 

800-888-9471 

LLLl 

Average 

14 

NA 

21 

21 

Philip  Morrisd  1) 

800-525-8258 

12.0  10.3 

LLWJ 

1  1  1  U 

Average 

15 

10 

15 

27 

AMRd) 

Low 

in  95 

9.5 

0  92 

-AA 

800-444-2706 

Very  high 

32 

54 

25 

4 

PepsiCo(2) 

800-444-2706 

1  II  U 

High 

15 

9 

16 

13 

BankAmerlca(2) 

800-444-2706 

DATA;  MORNINGSTAR,  INC.,  CHICAGO,  IL. 
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we  bring  our 
customers 
one  of  the 

lowest  electric 
costs  In 
America? 


We  follow  a  simple  pattern.  We  cut  costs  and  tailor  our  business  to  run  more 
efficiently.  As  a  result  our  prices  are  16%  below  the  national  average  and  among  the 
lowest  in  the  nation.  Which  is  something  that  suits  our  3.6  million  customers  perfectly. 

SOUTHERN.^x 
COMPANY 

:  ■    ^  Energy  tjoSerueYoHrWprld 


Finance 


DEALS 


LAND  OF  MILK  AND 
VENTURE  CAPITAL 

U.S.  firms  are  lining  up  to  fund  Israel's  high-tech  startups 


Ine  evening  last  October,  some  se- 
nior members  of  Weiss,  Peck  & 
Greer  Venture  Partners  gi'abbed 
some  bottles  of  Calistoga  water 
and  sat  down  to  talk  about  their  future. 
They  were  in  the  midst  of  another 
record-breaking  yeai-  for  their  San  Fi"an- 
cisco-based  firm,  which  invests  exclu- 
sively in  high-tech  startups.  But  with 
fierce  competition  in  the  ventiu-e-capital 
industry,  where  could  they  look  to  keep 
up  the  momentum?  One  answer:  Israel. 

Weiss,  Peck  &  Greer  realized  that 
they  had  been  eyeballing  at  least  20  Is- 
raeli business  plans  every  month — a 
fivefold  increase  fi'om  just  a  yeai-  earlier 
"It  floored  us  when  we  really  began  to 
look  at  it,"  says  Gill  Cogan,  a  managing 
paitner  of  the  firm,  which  also  operates 
out  of  Silicon  Valley.  By  December,  Co- 
gan's  outfit  had  teamed  up  with  Ever- 
green Capital  Markets,  an  investment 
firm  in  Tel  Aviv,  and  Robertson, 
Stephens  &  Co.,  a  San  Francisco-based 
high-tech  investment  bank,  to  start  a 
new  $50  million  ven- 
tui'e  fund. 

FRENZIED  PACE.  That 
Israel  could  generate 
such  interest  7,500 
miles  from  its  borders 
isn't  as  unusual  as  it 
sounds.  Despite  its  tur- 
bulent political  status, 
Israel  has  emerged  as 
a  potent  laboratory  for 
some  of  the  bright- 
est— and  most  lucra- 
tive— ideas  in  technol- 
ogy. In  1996  alone,  18 
Israeli  companies  went 
public  in  the  U.  S., 
more  than  from  any 
other  foreign  country. 
The  vast  majority  came  fi-om  the  high- 
tech industry,  and  $678  million  was 
raised  from  all  Israeli  equity  offerings, 
foui'  times  the  amount  in  1992,  according 
to  Seciuities  Data  Co.  Today,  only  Cana- 
da has  more  companies  traded  on  U.  S, 
stock  exchanges  than  Israel.  Mergers 
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and  acquisitions  between  the  U.  S.  and 
Israel  have  swelled,  too,  with  $1.2  billion 
in  mostly  high-tech  deals  in  the  last  two 
years. 

No  sui-})rise,  then,  that  Israel  is  home 
to  an  estimated  2,000  high-tech  compa- 
nies, promising  plenty  of  future  oppor- 
tunities for  entrepreneui's,  bankers,  and 
venture  capitalists  alike.  The  frenzied 
pace  is  leading  many  industry  experts  to 
dub  Israel  the  new  Silicon  Valley.  Says 
Roni  Hefetz,  a  partner  at  Walden  Is- 
rael, an  aiTo  of  a  San  Francisco-based 
venture  capital  firm:  "Let's  face  it:  Israel 
is  probably  moi-e  like  Silicon  Valley 
than,  say,  Iowa  or  Florida." 

As  it  turns  out,  a  lot  mor-e.  For 
starters,  both  r-egions  have  an  unusual- 
ly high  concentr'ation  of  skilled  profes- 
sionals. Isr'ael  has  approximately  130 
scientists  and  engineer-s  for  every  10,000 
worker's,  accorxling  to  Israel's  Ministry 
of  Industry  &  Tr-ade.  That  compares 
with  80  and  75  in  the  U.  S.  and  Japan, 
respectively.  These  highbrow  popula- 
tions, say  experts,  tend 
to  exhibit  similar  char- 
acteristics when  it 
comes  to  business.  For 
instance,  deals  are  rou- 
tinely consummated  in 
jeans,  not  suits.  Risk- 
taking  is  viewed  as  a 
badge  of  honor,  and 
woi'king  into  the  wee 
hours  is  de  rigueur. 
Explains  Efr-aim  Arazi, 
an  IsraeM  who  is  chaii-- 
man  of  Electronics  for 
Imaging  Inc.,  a  printer 
technology  company  in 
San  Mateo,  Cahf.:  "In 
Germany,  if  you  have 
six  engineers  with  a 
good  idea,  they  will  pi'obably  be  put 
into  a  division  or  department.  But  in 
Israel  or  Silicon  Valley,  they  will  set  up 
their  own  startup.  It's  a  mentality  that 
exists ...  in  very  few  other  places  in  the 
world." 

The  likenesses  don't  stop  there.  The 


200  250  300 
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financial  infr-astinactures  needed  to  f;l 
entrepr-eneurialism  ar'e  beginning  to  Ic 
the  same.  All  three  San  Francisco-ba. 
investment  banks  specializing  in  erne  - 
ing  high-tech  companies  have  flockedo 
the  Israeli  marketplace.  Roberta 
Stephens  teamed  up  with  Evergrt 
Capital  while  Montgomery  Securit 
last  year  partner-ed  with  Jerusal 
Global  Consultants.  Hambrecht  &  Qi 
is  putting  the  finishing  touches  ui 
deal  with  Tamir  Fishman,  a  ne\ 
launched  investment-banking  bouti^ 
in  Tel  Aviv,  say  sources  famihar  \\ 
the  negotiations.  Some  20  high-ti  i 
deals  done  with  Israeli  companies  It 
year  involved  at  least  one  of  these  th : 
banks.  "I'm  surprised  there's  not  a  n 
stop  flight  between  Tel  Aviv  and  ^ 
Francisco,"  says  David  J.  Blumbeijj 
San  Francisco  consultant  to  Israeli  c(  ■ 
panies  seeking  ties  to  Silicon  Valley. 

So  ar"e  venture  capitalists.  Just  t 
venture-capital  funds  operated  in  h  i 
in  1990.  Now  there  are  40  solely  dev 
ed  to  technology  and  another  30  w 
mor'e  diversified  investment  strate^ 
Add  in  money  flowing  directly  from  it- 
icon  Valley  venture  fir"ms,  and  an  ej- 
mated  $1.5  billion  has  been  raised  forf- 
vestments  in  a  country  smaller  in 
than  New  Jersey.  Even  the  corporif 
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that  dot  Tel  Aviv's  high-tech  cor- 
-Intel,  Sun  Microsystems,  3Com, 
tt-Packard — read  like  a  Who's 
f  the  Silicon  Valley  ehte. 
se  connections  are  the  fruits  of 
of  coaxing.  The  Israeli  govern- 
offers  attractive  tax  incentives 
ants  to  lure  U.  S.  technology  corn- 
Israel,  for  instance,  is  helping 
'orp.  fmance  a  $1.6  billion  facility 
rat  Gat.  It  has  had  to.  While  Is- 
military  history  has  led  to  nu- 
3  technological  innovations,  the 
'  lacks  access  to  well-developed  fi- 
markets  or  a  large  enough  con- 
base.  That's  where  Silicon  Valley 
in.  "The  name  of  the  game  is  to 
?e  Israeli  technology  with  the 
ing  power  fi-om  Silicon  Valley," 


says  Shlomo  Kalish,  president  of 
Jei'usalem  Global. 

That  strategy  worked  well  for  Check 
Point  Technologies  Ltd.,  a  company 
headquartered  in  Ramat-Gan  and  Red- 
wood City,  Calif,  that  makes  Internet 
security  software.  Check  Point's  tech- 
nology was  impressive  in  1994,  but  it 
was  relatively  unknown  in  the  market- 


"  Our  objective  is  to  help  companies 
here  find  profitable  ways  to  do 
business  in  Israel.  We  act  as 
business  matchmakers.  There  is 
a  fit  between  the  Israeli  economy 
and  the  Silicon  Valley  economy  " 

SHLOMO  SHALEV 

Israel's EcnNowic  Consul  in  Santa  Clara 


place.  An  introduction  to  Sun  Microsys- 
tems Inc.  changed  that  when  Sun 
agi'eed  to  use  its  clout  to  distribute  the 
software.  Applied  Materials  also  took 
advantage  of  Israeli  technology  when 
it  paid  .$285  million  for  two  high-tech 
companies  in  November  with  combined 
sales  of  .$100  million.  "It  was  easier  for 
us  to  buy  into  two  companies  that  al- 
ready had  technology  than  start  from 
scratch,"  says  Dan  Maydan,  Applied's 
president.  "If  we  do  our  job  right,  they 
will  have  sales  of  $1  billion  in  a  few 
years'  time." 

LABOR  SQUEEZE.  And  if  the  government 
does  its  job,  commerce  between  U.  S. 
and  Israeli  companies  will  continue  to 
rise.  That's  one  reason  why  the  IsraeH 
government  decided  in  1994  to  move 
its  economic  consulate  out  of  downtown 
San  Francisco  and  into  the  heart  of  Sil- 
icon Valley.  "Our  objective  is  to  help 
companies  here  find  profitable  ways  to 
do  business  in  Israel,"  says  Shlomo 
Shalev,  Israel's  economic  consul  in  San- 
ta Clara,  Calif.  "We  act  as  business 
matchmakers.  There  is  a  fit  between 
the  Israeli  economy  and  the  Silicon  Val- 
ley economy."  The  same  could  be  said 


for  the  Binational  Industrial  Research  & 
Development  Foundation  (bird),  a  17- 
year-old  organization  jointly  funded  by 
the  U.  S.  and  Israeli  governments,  bird, 
headquartered  in  Tel  Aviv  and  Santa 
Clara,  has  invested  more  than  $120  mil- 
lion in  480  ventures. 

Tliese  government  gi'oups  may  be  do- 
ing their  jobs  a  little  too  well.  Like  Sil- 
icon Valley,  Israel  has  too  few 
skilled  workers  to  support  its 
exploding  technical  economy. 
"We  are  looking  to  hire  10 
top-notch  software  engineers 
and  will  be  lucky  to  find  one," 
laments  Check  Point's  ceo  Gil 
Shwed.  And  though  Israel's 
labor  used  to  cost  businesses 
half  of  what  they  paid  in  the 
U.  S.,  those  savings  have  been 
all  but  wiped  out.  "The  typical 
engineer  will  cost  you  as 
much  in  Israel  as  it  does  in 
Silicon  Valley,"  says  bird's 
U.  S.  director,  Daniel  Tal,  noting  that 
at  least  3,000  jobs  have  been  created 
fi'om  high-tech  development. 

On  top  of  these  issues  is  Isi'ael's  ever- 
present  poUtical  instabihty.  Yet  despite 
concerns  ft'om  some  executives,  invest- 
ment in  the  region  has  continued  apace — 
largely  because  politics  has  not  inter- 
fered with  business.  "During  Desert 
StoiTO,  we  lost  only  one  day  of  work  be- 
cause the  schools  were  closed,"  says 
Ci'aig  R.  BaiTett,  Intel's  chief  operating 
officer.  Recent  investors  in  Israel  include 
Silicon  Graphics,  Bay  Networks,  and 
3Com.  A  source  says  even  fomer  junk- 
bond  king  Michael  Milken  is  close  to 
ftmding  two  Israeli  high-tech  startups. 

Such  big-name  interest — and  the 
flourishing  high-tech  industry — seem  to 
quell  any  misgivings  potential  investors 
might  have.  "We've  just  begun  to  see 
the  flow"  from  the  Israeli-Silicon  Valley 
partnersliip,  predicts  Duane  Kirkpatrick, 
an  international  strategy  adviser  to 
Robertson  Stephens.  At  least  that's 
what  everybody  seems  to  be  hoping. 

By  Linda  Himehtein,  with  Andy 
Reinhardt  in  Silicon  Valley  and  Neal 
Sandler  in  Jerusalem 


IPO 


M&A 


Check  Point  Technologies,  a 
maker  of  network  security 
software  based  in  Ramat- 
Gan,  Israel,  and  Redwood 
City,  Calif.,  raised  $67  mil- 
lion from  its  June  initial 
public  offering,  one  of  the 
year's  hottest  software  deals. 


Applied  Materials,  a  chip- 
equipment  manufacturing 
giant  in  Santa  Clara,  Calif, 
in  November  paid  $285 
million  to  buy  two  Israeli 
companies  that  make 
equipment  used  to  detect 
flaws  in  chips. 


INVESTMENTS 

Intel  began  building  its 
third  facility  in  Israel,  a 
$1.6  billion  plant  that  will 
manufacture  memory 
chips.  Other  companies 
with  operations  in  Israel 
include  Cisco  Systems,  Sun 
Microsystems,  and  3Com. 
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Remember  when  all  the  pieces  fit  together  right  out  of  th 


Network  solutions 


Corporate  Headquarters 


3  5      Industrial      Way,      Rochester,      N  H 


:ron.  A  simpler  way  to  work. 


Today's  enterprise  networks  are  such  a  com- 
plex maze  of  disparate  parts  that  it  can  be  diffi- 
cult to  keep  the  system  running,  let  alone  stay 
focused  on  the  big  picture.  Wouldn't  it  be  great  to 
have  a  flexible,  seamless  solution  that  ensures  what 
you  buy  today  works  with  what  you'll  require 
tomorrow? 

Enter  Cabletron.  We  help  you  see  the  finished 
picture  before  another  piece  goes  into  place. 

We  believe  in  compatible  migration  for  the  life 
of  your  network,  protecting  investments  even  in 
the  face  of  ever-changing  business  demands.  Our 
vision  remains  sharp  through  the  industry's 
strongest  investment  in  R&D  combined  with 
select  technology  acquisitions  that  sensibly  and 
seamlessly  mesh  with  our  product  strategy.  We're 
with  you  from  the  desktop  to  the  data  center,  out 
to  the  wide  area/ remote  access  environment 
(ISDN,  frame  relay  ATM)  and  across  the  full 
spectrum  of  enterprise  management  software. 
And  It's  all  backed  by  our  legendary  commitment 
to  service  and  support,  ensuring  picture-perfect 
assistance— now  and  for  the  long  run. 

So  whether  v'ou're  laying  out  v'our  company's 
strategic  network  puzzle  or  just  piecing  together 
this  year's  bandwidth  needs,  Cabletron  truly  does 
offer  a  simpler  way  to  work. 

For  more  information  on  how  we  can  help 
simplify  your  view  of  networkinsj,  call 
603-337-0930  or  visit  us  on  the  Web  at 
www.cabletron.com. 

caBLeiRon 

 SYsrems 

The  Complete  Networking  Solution™ 


Inside  Wall  Street 


BY  GENE  G.  MARCiAL 

OVERTAKING 

A  RUNAWAY  MARKET 

How  do  you  beat  the  red-hot  Dow's 
back-to-back  record  gains  in  1995 
and  1996?  You  may  want  to  follow 
money  manager  Robert  Feinstein,  a 
partner  at  Friedman,  BiOings,  Ramsey 
(FBR),  an  investment  outfit  in  Arlington, 
Va.  In  most  cases,  Feinstein  looks  for 
still  undervalued  stocks,  running  the 
gamut  from  big-caps  to  mini-caps. 

Friedman  Billings'  picks  have  far 
outscored  the  broad  indexes  both 
years.  Its  bets  for  1995  gained  a  heady 
75%,  and  last  year  they  garnered  a 


FBR's  1997  Stock  Picks 
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further  30%.  The  two  large-caps  on  its 
1997  hst  are  Chase  Manhattan  (cmb) 
and  Student  Loan  Marketing  Assn. 
(SLM),  better  known  as  Sallie  Mae. 

Feinstein  says  that  although  Chase 
has  been  a  highflier,  the  stock  remains 
undervalued — trading  at  about  9.5 
times  its  1997  earnings  estimate  of 
$9.50  a  share  and  seUing  at  a  30%  dis- 
count to  its  closest  peer,  Citicorp. 
"Chase  is  positioned  to  fuUy  realize  the 
$1.7  biUion  in  cost  savings  ft-om  its  re- 
cent merger  [with  Chemical  Banking] 
and  has  targeted  revenue  growth  of 
5%  to  7%,"  says  analyst  Carla  D'Aiista 
of  Friedman  Billings.  Meanwhile,  the 
company  has  authorized  the  repui'chase 
of  29.5  miUion  shares — 7%  of  its  stock. 

Sallie  Mae  has  run  up  from  66  in 
May,  1996,  to  108'/  on  Jan.  22.  But  it's 
still  headed  for  a  "premium  multiple" 
says  D'Arista.  She  expects  Sallie  Mae 
to  post  earnings  of  $6.85  a  share  for 
1996  and  $7.40  for  1997,  up  from  1995's 
$5.19.  Sallie  Mae's  price-earnings  ratio 
is  only  about  13. 

Another  pick.  Styling  Technology 


(STYL)  is  a  mtni-cap  trading  at  10%, 
with  just  4.1  million  shares  outstanding. 
The  company,  a  maker  of  hair,  nail, 
tanning,  and  moisturizing  products  for 
beauty  salons,  has  grown  through  ac- 
quisitions. Trading  at  10  times  esti- 
mated 1997  earnings,  the  stock  is 
cheap,  says  analyst  Wynn  Charlebois. 

Ugly  Duckling  (ugly)  has  tripled  in 
value,  to  23%,  since  it  went  public  in 
June,  1996.  Even  so,  fbr  analyst  John 
Bailey  figures  the  stock,  trading  at 
about  22  times  estimated  1997  earn- 
ings, does  not  yet  fully  reflect  its  cur- 
rent 40%  earnings  growth  rate. 

Based  in  Phoenix,  Ugly  Duckling 
operates  in  the  sub-prime  automobile-fi- 
nancing market.  With  $60  million  in 
annual  car  loans  for  high-credit-risk 
bon-owei-s  and  63,000  independent  deal- 
ers nationwide,  "we  expect  continued 
growth  for  Ugly  Duckling,"  says  Bailey, 
who  sees  earnings  of  $1.38  to  $1.75  a 
share  next  year. 

Rx  DRUGS 

OVER  THE  INTERNET 

Advanced  Health  (advh)  found  out 
just  how  edgy  investors  can  be 
when  an  analyst  reduced  fomlh-quarter 
revenue  projections  for  the  health-cai'e 
management  company.  The  stock  tum- 
bled— from  14  a  share  to  10 — right  af- 
ter the  analyst  made  the  move  on  Dec. 
27.  By  Jan.  13,  Advanced  Health,  which 
had  traded  as  high  as  16%  on  Dec.  3, 
had  slumped  a  bit  more,  to  9. 

The  analyst,  Jason  Rosenbluth  of 
the  San  Francisco  investment  firm 
Volpe  Welty,  tried  to  reassure  investors 
that  the  company,  which  provides  doc- 
tors with  integi-ated  management  ser- 
vices, including  quick  clinical  and  in- 
surance infoiTnation  on  patients,  should 
be  judged  on  eai^nings  gi'owth,  not  rev- 
enues. He  was  sticking,  he  said,  to  pro- 
jections of  480  a  share  for  1997  and 
99(2  for  1998.  And  his  12-month  target 
for  the  price  stays  at  23. 

He  argues  that  the  stock's  decline 
provides  a  "terrific  buying  opportimity" 
because  of  Advanced  Health's  bright- 
ening prospects.  Here's  why:  Advanced 
Health  has  become  the  first  such  outfit 
to  offer  online  prescription  sei"vices, 
linking  doctoi's  with  pharmacies  via  the 
Internet.  Its  electronic  prescription- 
writing  service,  called  Script  Writer, 
lets  physicians  write  prescriptions  on- 
fine  and  file  them  immediately  with  a 
pharmacy.  The  patient's  prescription 
history  is  also  made  available  onhne. 


On  Jan.  14,  Advanced  Health  sign 
a  pact  with  Physicians  Online  to  m 
ket  the  service,  initially  through 
135,000  members.  "The  agreement 
sitions  Advanced  Health  as  a  leadi 
player  in  the  doctor-Internet  techno 
gy  arena,"  says  Kathy  Miner,  an  ai 
lyst  at  Cowen,  who  also  is  high  on 
stock.  She  expects  the  company  to 
nounce  several  deals,  including  stra 
gic  alliances  with  larger  compani 
One  deal  believed  to  be  forthcom; 
is  for  another  large  health-care  com 
ny  to  buy  a  stake  in  Advanced  Hea 

A  SCORCHING  RISE 
FOR  LARSON-DAVii 

For  a  httle-known  company  that 
yet  to  make  a  penny,  Larson-Da 
(ldii)  is  having  a  ball  that  sharehold 
hope  won't  end.  Its  stock,  which  trax 
as  low  as  4'A  in  March,  1996,  closed 
13'A  on  Jan.  22.  What's  firing  the  sto 
Larson  develops  and  makes  pn 
sion  measurement  instruments,  us 
its  leading-edge  technologies.  Invest 
such  as  Kyle  Frey  of  Warburg  Pin 
Small  Company  Value  Fund,  say  th 
are  "in  great  demand."  The  compar 
patented  products  have  made  "sigi 
cant  technological  breakthroughs,"  a 
Frey,  who  thinks 


MEASURING  TOOl 
DEMAND  IS  m 


sales  and  earn- 
ings will  ramp  up 
strongly  this  year. 
The  company  has 
hinted  that  it's 
seeking  strategic 
partners  to  com- 
mercialize some 
of  its  products. 

Analyst  Phil 
Anderson  of  Un- 
terberg  Harris 
says  Larson  is 
poised  to  emerge 
as  "the  low-cost 
producer  of  sev- 
eral products." 
One  such  line  is  its  Sensar  mass-; 
lyzing  insti*uments.  They  rapidly  sf 
rate,  identify,  and  quantify  compon( 
of  any  substance.  Sensar  revenl 
alone  will  grow  from  $1  million  in  ij 
to  more  than  $27  milhon  by  1997, 
ures  the  analyst,  with  a  high  60%  gi 
margin.  Anderson  sees  sales  grow 
from  $13  million  in  the  year  enC 
June,  1997,  to  $61  million  in  fiscal  1 
up  from  $8.7  milfion  in  1996.  He 
pects  earnings  vrill  jump  to  70(Z  in  1 
up  from  2c  in  1997  and  a  loss  in  li 


DATA:  BLOOMBERG  FINANCIAL 
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DUMP  THEM,  YOU  BREAK  THE  LAW.  RECYCLE  IMPROPERLY,  YOU  BREAK  THE  LAW. 
MEANWHILE,  MORE  TIRES  JUST  CAME  IN. 


Vliether  your  company  produces  waste,  tries  to  recycle 
oends  on  a  steady  supply  ot  raw  materials,  your  business 
i  to  be  affected  by  environmental  controls. 

here  are  thousands  of  regulations,  both  m  the  U.S.  and 
s,  designed  to  protect  the  environment.  These  environ- 
standards  are  in  a  constant  state  of  flux,  and  can  have 
hing  risk  implications  for  all  kinds  of  businesses. 

ortunately,  AIG  specializes  in  designing  the  kind  of 
coverages  you  need  to  cope  successfully  with  changing 


conditions.  In  fact,  AIG  is  the  only  worldwide  insurance  and 
financial  organization  that  helps  manage  your  business  risks 
with  a  broad  range  of  customized  services.  Services  like  cleanup 
cost  cap,  hedging  and  market-making  in  commodities  and  stop- 
loss  protection.  And  we've  got  the  top  financial  ratings  to  back 
us  up.  So  we'll  be  there  to  help  keep  your  busi- 
ness rolling  along. 

WORLD  LEADERS  IN  INSURANCE  AND  FINANCIAL  SERVICES 

American  International  Group,  Inc.,  Dept.  A,  70  Pine  Street,  New  York,  NY  10270 


AIG 


Media 


TELEVISION 


THE  REAL 
SUPER  BOWL 


Just  ahead:  A  brutal  contest  for  NFL  TV 


Forget  about  the  $70 
million  that  bettors 
are  plunking  down 
on  the  Jan.  26  Super 
Bowl  between  the  Green 
Bay  Packers  and  the  New 
England  Patriots.  The  big- 
gest wagers  on  football 
have  yet  to  be  placed:  At 
least  six  broadcast  and  ca- 
ble networks  are  ready  to 
mount  major  bids,  each 
hoping  to  land  one  of  the 
five  National  Football 
League  contracts  for  tele- 
vision rights  through  the 
end  of  the  decade. 

Football  is  America's 
highest-rated  TV  progi'am- 
ming,  and  big  players  fi'om 
Time  Warner's  tnt  to 
News  Corp.'s  Fox  to  West- 
inghouse's  cbs  all  desper- 
ately want  the  rights 
(table).  The  networks  rou- 
tinely lose  tens  of  millions 
on  the  deals  because  ad 
revenues  don't  come  close 
to  covering  costs.  But  football  is  the 
quintessential  loss  leader.  It  improves 
networks'  demographics  for  advertis- 
ers— namely,  big-spending  young  men. 
The  games  also  offer  a  stage  for  pro- 
moting prime-time  shows  and  provide 
an  unparalleled  lead-in  on  otherwise 
slow  Sunday  nights. 
STILL  TOP  DOG.  With  more  suitors  than 
packages,  the  nfl  is  looking  at  a  wind- 
fall. Oakland  Raiders  owner  Al  Davis 
has  predicted  that  the  league  will  double 
its  cuiTent  $1.1  billion  in  annual  TV  rev- 
enue. Industry  analysts  say  a  still  hefty 
25%  to  40%  gain  is  more  likely.  "In  my 
40  years  in  the  business,  it's  the  best 
negotiating  stance  I  can  ever  remember 
for  a  seller,"  says  Barry  Frank,  the  se- 
nior group  vice-president  at  Interna- 
tional Management  Group  (img)  who  ne- 
gotiated the  Major  League  Baseball 
contracts  in  1995.  Foirnal  nfl  negotia- 
tions will  begin  in  the  summer,  though 
jockeying  has  already  started. 


rights 


It  all  seiTes  as  a  reminder  that  foot- 
ball is  still  the  king  of  sports.  Yes,  high- 
profile  drug  suspensions  tarnished  the 
league  this  year.  And  owners  who  can't 
agree  on  a  long-term  strategy  for  football 
have  uprooted  three  teams  in  three 
years,  angering  loyal  fans  and  leaving 
the  huge  Los  Angeles  market  teamless. 


BIG  EASY 
BOUND: 

The  Super 
Bowl  may 
be  1997's 
top  show 


One  result:  The  sport's  ratings 
down  on  all  three  of  its  networks  hi 
season.  But  the  Packers/Patriots 
Bowl  wUl  nonetheless  be  the  highest 
ed  program  in  Fox  Broadcastinu 
history  and  probably  the  most  wat 
TV  program  of  1997.  Even  the  Jai 
conference  championship  game  that  , 
broadcast  will  likely  end  up  as  its  to] 
ed  single  program  of  the  year— ai 
wasn't  even  aired  in  prime  time.  Mo 
Night  Football  remains  abc's  stror 
show  amid  a  weak  prime-time  schec 
Sports  is  such  a  draw  that  be( 
up  sports  programmii:  c 
all  kinds  is  now  ke  t 
most  big  media  compas; 
growth  plans.  Walt  Di 
Co.,  which  owns  akc 
ESPN,  launched  a  24- 
sports-news  network 
year,  as  did  Time  Wa 
News  Corp.'s  Fox  recently  start 
regional  sports  network.  When  t 
startups  are  part  of  large  compa'. 
that  broadcast  live  football,  theya' 
gain  quick  legitimacy  by  borrowinja:- 
nouncers  and  airing  other  nfl  shos, 
MONEY  TALKS.  The  established 
works,  meanwhile,  won't  be  passive, 
has  a  dominant  sports  operation 
division  President  Dick  Ebersol 
not  want  to  see  slip.  Westinghouse 
trie  Corp.'s  CBS  would  take  a  lof  * 
get  the  NFL  rights  back,  says  OBS  S 
President  Sean  McManus.  who 
hii'ed  away  from  img  with  a  mar 
to  recapture  big-time  sports.  And 
four  of  the  networks — TNT,  CBS,  ! 
and  ABC — have  changed  hands  sinc^ 
last  NFL  contract,  the  bidding  will 
how  much  the  owners  are  willir 
spend  on  their  new  assets. 

Industry  sources  expect  abc, 
CBS,  Fox,  ESPN,  and  tnt  to  bid  fo 
five  available  packages — two  of  ' 
are  on  Sunday  afternoon,  two  on 
day  night,  and  one  on  Monday  nigli  * 
lot  is  at  stake.  After  Fox  paid  a  ' 
ning  $395  million  annual  fee  for 


FULL 
BLITZ 

As  the  NFL 
contract 
comes  up  for 
bid  thu  year, 
media, 
companies 
are  tussling 
for  the  rights 


CBS  Regaining  football  is  a  chance  for  new  owne 
Westinghouse  to  reclaim  some  of  CBS's  lost  glory 


FOX  It  considers  football  a  cornerstone  of  its 
programming  strategy. 


NBC  Not  having  a  major  presence  in  football  cou 
undermine  the  network's  big-event  strategy. 

ABC  With  ratings  down  15%,  it  can't  lose  Monde 
Night  Football,  its  highest-rated  show. 

ESFn  ESPN  AND  TNT  Football  is  the  highest-rated  she 
■■■■■  on  both  networks.  It's  also  important  to  their  new 
ttafil  parent  companies'  expanding  sports  efforts. 
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Customer  and  Calendar 
Management  Software 


Vho  says  the  sales  game 
isn't  a  contact  sport? 

The  Agonizing  Cold  Call. 


The  Endless  Fax  and  Counterfax. 


The  N e r ve- wracking  Introduction . 


The  Compulsory  Email  Follow-up . 


The  Schmooze,  the  Booze,  the  Poundin 


The  Painful  Relationship  Build. 


The  Close,  Maybe  Tomorrow^ 


When  it  comes  to  managing  your  contacts, 
you  need  the  nght  equipment  and  game  plan. 
Which  is  more  than  an  appointment  book,  a 
Rolodex''  a  desk  calendar  and  a  notebook  can 
possibly  provide.  You  need  a  fail-proof  system 
for  customer  management.  A  system  that  can 
help  you  win  the  sales  game.  In  every  situation. 

Put  an  end  to  the  paper  chase. 
Use  ACT!  to  manage  your 
contacts  and  your  business. 

With  ACT!,'  you'll  never  have  to  frantically 
search  for  a  name,  address  or  phone  number 
again.  No  matter  what  the  question  is,  the  answer 
will  be  at  your  fingertips.  Not  buried  in  your 
notebook.  Or  stuck  in  a  file. 

But  ACT'  is  more  than  just  a  powerful 
organizational  tool.  It's  a  truly  powerful  tool  for 
building  your  business. 

ACT!  lets  you  keep  detailed  records  of  every 
contact  and  activity.  From  the  phone  calls  you 
make  to  the  faxes  you  send.  You'll 
never  have  to  mentally  search 
fora  spouse's  name  or  restaurant 
preference  again.  Got  a  meeting? 
ACTi  sets  off  an  alarm  to  remind 
you.  Need  to  write  a  follow-up 
letter?  ACT!  enables  you  to  link 
with  Microsoft  Word,  Word 
Perfect,  or  you  can  use  the  word 
processor  that's  already  built 
into  ACTI. 


Call  for  your  free 
trial  of  new  ACT!  3.0 


With  ACTI  you  can  manage  your  contacts, 
your  calendar,  your  correspondence,  your 
notes,  virtually  every  single  to-do  and  activity 
of  your  day.  All  within  one  program.  You'll  be 
more  efficient  than  ever. 

Call  us  at  1-800-964-5899  ext.  9NA1 1  or  visit 
www.symantec.com  for  your  free  trial  version 
of  ACT!.  This  twenty-five  contact  trial  disk* 
will  show  you  how  ACT!  can  help  you  play  at 
the  top  of  your  game. 

ACTI  for  Windows  3.1,  Windows  95,  Windows  NT 
and  Macintosh. 


SYMANTEC. 


® 


l°"carf  8m'Tfi^Rfi4T  I  ^1  ■  ?f  °™',mo  Tva^r-J',"^'  '"'^  ^"^''^''''^    ^^'^^"^  ^^''^    U.S.A.  only  while  supplies  la.t.  For  more  ,nforrr,atlon 

isat  the  nlfrl  fl  I  ■^Inn^.^c^      ^"'T'       31    1 -535-3 11 1 .  Symantec  and  ACT!  are  registered  trademarks  of  Symantec  Corporation  M  other  brand  names  or 

Ksarethepropertyoftheirrespectiveowners  ©1996  Symantec  Corporation.  All  nghts  reserved. 


''Why  has  a  small-cap  value 
approach  paid  off  in 

today's  market?" 


''Ask  me." 


The  Robertson  Stephens 

Partners  Fund 


Andrew 
Pilara 

Portfolio  91^ 
Manager 


48.73% 

Total  Return 
Since  Inception 
7/12/95  •  12/31/96 


43.15% 

One -Year  Total  Return 
12/31/95  ■  12/31/96 


Andrew  Pilara  examines  a 
company's  cash  flow  and 
cash  flow  rates  of  return, 
seeking  to  answer  the 
question,  "Is  this  a  good 
busmess?"  To  learn  more 
about  the  advantages  and 
risks  of  investing  in  the 
Partners  Fund  today, 
please  call... 


30.91% 

Average  Annual 
Return  Since  Inception 
7/12/95  ■  12/31/96 


Performance  data  represents  past  perfor- 
mance, which  is  no  guarantee  of  future 
results.  Investment  return  and  principal 
vakie  will  fluctuate  so  that  shares,  when 
redeemed,  may  be  worth  more  or  less  than 
their  original  cost. 


www.rsim.com 


1-800-766-3863 

ext.725 


ROBERTSON 
STEPHENS& 
COMPANY 


OneSource 


FROM    SC  HV 


1-800-5-NO-LOAD 


For  more  information,  including  management  'ees  and  expenses, 
and  the  special  risks  associated  with  this  fund,  call  Robertson, 
Stephens  tk  Company  LLC,  distributor,  for  a  prospectus.  Read  it 
carefully  before  you  invest. 

Charles  Schwab  &  Co.,  Inc.,  member  SIPC/NYSE,  provides 
recordkeeping  and  shareholder  services  for  shares  purchased 
through  us  Mutual  Fund  OneSource." 


package  in  1993,  CBS  lost  a  platfom 
promote  its  prime-time  lineup  and 
strong  lead-in  for  Simday  night.  A  n 
ber  of  key  local  affiliates  switchec 
Fox,  leaving  CBS  with  weaker  station 
such  markets  as  Dallas.  Prime-time 
ings  fell  31%  in  two  years,  and  60  il 
ides  lost  its  standing  as  a  top-10  sh 
POTATO  BAIT.  This  time,  vows  McMa 
CBS  will  pursue  the  nfl  to  the  end. 
will  be  as  aggi'essive,  if  not  more 
gressive,  than  anybody  else,"  he  s 
It's  an  uphill  battle,  though.  CBS,  as 
only  network  without  a  current 
tract,  can't  get  in  on  the  negotiat 
until  October,  and  the  ciurent  holdei 
the  rights  may  match  any  CBS  bid. 

For  Fox,  the  nfl  has  been  a  1 
boon,  despite  a  $350  million  write 
taken  in  1995  to  cover  football  los 
Fox  has  seen  its  prime-time  viewer 
increase  7%  since  landing  the  nfl 
other  broadcast  networks'  overall 
ings  have  fallen.  What's  the  connec 
between  football  and  prime  time?  W 
you're  on  the  couch  in  the  front  of 
Super  Bowl,  count  how  many  pro 
you  see  for  Fox's  show.  The  X-File 

Of  all  the  networks,  though,  abc 
be  the  most  vtilnerable.  Its  ciurent  il 
(lay  Night  FootbaU  contract  costs  it  ^ 
inillion  a  yeai'.  That  price  tag  could  c 
close  to  doubhng,  analysts  say.  M\r 
guaranteed  prime-time  winner  foi'  \\ . 
a  network  can  chai'ge  some  $300,01  h  i 
ad  spot.  At  ABC,  "they  have  a  In 
problems."  says  Alan  Bell,  presidt  i 
Freedom  Broadcasting,  which  owii.~ 
ABC  affiliates,  "and  [losing  footbal 
one  they  don't  need  to  volunteer  I'l 

NBC  seems  the  least  despe)-;i 
though  it  remains  eager,  since  it 
has  slipping  prime-time  ratings, 
are  still  No.  1,  and  nbc  holds  the 
for  five  of  the  next  six  01ympi'>. 
NBA,  and  baseball.  Its  Sunday  after' 
NFL  package  is  less  valuable  than  1 
because  the  teams  it  airs  are  in  .^rn 
markets.  But  those  rights  should 
go  foi"  significantly  more  than  their  ' 
rent  $217  million  annual  price  tae. 

With  so  many  bidders,  the  NFi 
always  try  to  create  another  s!i 
games — say,  Thursday  night — ami 
up  a  sixth  broadcaster.  But  that'- 
hkely  to  happen.  "The  chances  ot 
packages  being  very  different  from 
they  are  now  is  very  slim,"  sa\  ■ 
Pinchbeck,  the  nfl's  senior  viee-j 
dent  for  broadcasting  and  networlv 
vision.  A  new  package  would  dilute 
ball  ad  dollars  and  dent  some  el 
networks'  willingness  to  submit 
landish  bids.  "You've  got  to  keep  e 
body  hungiy,"  img's  Frank  says, 
way  to  do  that  is  to  keep  one 
the  outside."  Wliichever  netwoi  k 
is  will  face  a  stiff  penalty. 

By  David  Leonhardt  in  New 


B  R  I  N  G  I  N       VT  H  e      FUND  MANAGER 


ot  surprisingly,  people  often 
Dnfuse  Tyco  International  with 
lat  other  Tyco,  the  fine  maker  of 
ilidren's  toys.  We're  the  Tyco  that 
ijoys  leadership  positions  in  each 
r  its  four  business  segments.  We're 
\e  Tyco  that's  increased  its  market 
ipitalization  from  $400  million  to 
i/er  S8  billion  in  just  over  a  decade, 

iitfinlhillfji»)iiiB''1titfMfteM^iM-iiii    u^lJ^,   'V'^i^ 


that  has  a  compounded  income 
growth  rate  of  21%,  and  a  superb 
long-term  record  of  enhancing 
shareholder  value.  For  return  on 
investment  over  the  past  ten  years, 
this  Tyco  ranks  in  the  top  10%  of 
the  Fortune  500 "  —  a  better  record 
than  seven  of  Fortune'  magazine's 
ten  most  admired  companies  of  1996. 


Of  course,  past  performance  does 
not  guarantee  future  results.  But  at 
Tyco,  earnings,  growth  and  perfor- 
mance are  what  we're  all  about.  To 
find  out  more,  please  write  PO  Box 
497,  Dept.  BW,  Exeter,  NH  03833. 


Unleashing  The  Po\A/er  Within 


p  ://www.tycoint. 


iosable  and  Specialty  Products  Kendall •Armin' Ludlow  Flow  Control  Anvil/Canvil'WinnValves'Hindle  Valves' Neotecha' J. 
and  Safety  Services  Grinnell'Ansul' Mather  &  PlatfMueller'O'Donnell  Griifin'Total  Walther'Wormald 'Thorn  SecurityEa 
Electrical  and  Electronic  Components  Allied  Tube  &  Conduit'SimplMx  Technologies'Tyco  Printed  Circuit  Group 


The  Corporation 


MERGERS 


A  DRUG  GIANT'S 
ALLERGIC  REACTION 

At  the  root  of  Pharmacia  &  Upjohn's  woes:  A  culture  clash 


Investors,  who  have  been  fedil 
news  for  some  time,  would  wel«i 
that.  The  first  signs  of  trouble  i 
last  August,  when  p&u  warned  thfi 
structuring  costs  related  to  the  e 


It  was  a  heady  time 
for  John  L.  Zabriskie. 
In  early  1994,  soon 
after  learning  he 
wouldn't  get  the  top  job 
at  drugmaker  Merck  & 
Co.,  the  28-year  Merck 
veteran  jumped  to  the 
strugghng  Upjohn  Co.  as 
its  new  ceo.  Eighteen 
months  later,  he  unveiled 
an  ambitious  plan  to 
merge  the  Kalamazoo 
(Mich.)  company  with 
Sweden's  Pharmacia.  In- 
vestors cheered,  boosting 
the  new  Pharmacia  & 
Upjohn  Inc.'s  market  val- 
ue more  than  70%,  to  a 
June,  1996,  peak  of  $22.fi 
biUion.  For  Zabriskie,  it 
was  sweet  revenge.  But 
the  prospect  of  closing  in 
on  his  old  employer  was 
sweeter  "I  can't  wait  im- 
til  they're  chasing  me," 
he  confided  at  the  time. 
"I  would  love  it." 

He's  in  for  a  long  wait. 
On  Jan.  20,  after  a  tense, 
two-day  boaixl  meeting  in 
p&u's  Stockholm  offices, 
p&u  announced  Zabriskie's 
resignation,  sending  the 
company's  stock  down  al- 
most 7%,  to  38K  Chair- 
man Jan  Ekberg,  who 
had  been  ceo  of  Phar- 
macia before  the  merger, 
took  Zabriskie's  job.  He 
says  Zabriskie,  57,  quit 
for  "personal  reasons." 
But  one  insider  says 
Zabriskie  was  forced  out 
by  directors  who  lost  confidence  in  his 
ability  to  run  the  $7.1  billion  company. 
Zabriskie  declined  to  comment. 

Zabriskie's  resignation  is  just  the  lat- 
est sign  that  the  merger  is  in  trouble. 
Cost-cutting  is  behind  schedule,  key  ex- 
ecutives have  left,  and  integrating  the 
two  companies  has  proven  tougher  than 


SUDDEN  EXIT 


CEO  Zabriskie  resigned 
during  a  tense,  two-day  board  meeting 
and  was  replaced  by  Chairman  Jan 
Ekberg,  Pharmacia's  former  chief 


e.xpected.  The  result:  unwelcome  earn- 
ings surprises,  lousy  morale,  manage- 
ment upheavals,  and  a  stock  that  un- 
derperformed  the  Standard  and  Poor's 
drug  industry  average  by  22%  in  1996. 
Vows  Ekberg:  "I  vrill  focus  on  improving 
the  financial  performance  of  the  company 
and  rebuilding  investor  confidence." 


would  hit  $800  million,  neariy  50' 
er  than  original  estimates.  Then,  ovh 
11,  CFO  Robert  C.  Sahsbuiy  warned 
alysts  that  thii'd-quaiter  operating 
its  would  be  flat,  rather  than  sin 
the  double-digit  gains  most  ex|n 
Although  he  blamed  currency  prol 
and  generic  competition,  the  stoci-:  ( 
ly  sank  13%;  two  weeks  later,  wlu  i 
hinted  that  yeareiid 
mates  should  be  ii 
well,  it  lost  anothei 
p&u  is  now  expectc 
report  1996  earni'i 
$555  million,  a  2". 
from  1995.  Says  ■„  , 
European  institutim; 
vestor  who  has  a\ 
the  stock:  "It's  a  nii 
"NO  PRISONERS."  A 
ture  clash  betwci  i 
two  companies — i  x 
bated  by  Zabriskie  > 
edged,  tightly  centi  ; 
management  styK'  - 
the  root  of  p&u"s 
lems,  say  four  hiuh 
former  executives,  a: 
as  several  rival  extn 
and  consultants.  A 
of  acquisitions  ovr 
years  had  left  Phar 
a  loose  patchwork  ( il 
panies,  while  Upjoh 
a  more  structured,  i 
nalistic  bent.  To  unii 
two    companies — 'i; 
had  been  based  in 
holm,  Sweden,  an(i 
mazoo,  Mich. — Za)> 
put  in  place  a  centr 
headquaiters  in  sul) 
London  and  gave  i 
tives  there  much 
responsibility  for  t 
nancial    and  opei 
performance  of  the 
units. 

Insiders  say  that  i 
macia  executives 
respond    well  to 
change,  or  to  Zabik 
"a  very  tough  cha 
who  takes  no  prisoners,"  in  the  wn 
Bame  G.  James,  a  former  Merck 
utive  who  now  nms  Pharma  Stie 
Consulting,  a  Basel-based  drug  < 
fancy.  Having  long  held  sole  resi "  > 
ity  for  their  units,  many  managei  - 
offended.  "If  you  were  used  to  i  i 
your  own  kingdom  and  suddenly  ba; 
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a  prince,  you  wouldn't  like  that,"  admits 
Goran  A.  Ando,  P&u's  head  of  research. 

Although  the  deal  was  called  a  merg- 
er of  equals,  many  Phamnacia  execs  saw 
the  change  as  favoring  Upjohn  and  left. 
The  tension  was  particularly  acute  in 
Sweden,  where,  on  Dec.  11,  F&i;  moved 
President  Lars  Ingelmark  to  London 
and  temporarily  replaced  him  with 
Ando,  Zabriskie's  right-hand  man,  who 
had  gi'own  increasingly  unpopular  with 
the  Pharmacia  troops.  Other  key  exec- 
utives Zabriskie  hoped  to  keep  also  quit, 
including  Lars  Gatenbeck,  director  of 
the  urology  division,  and  Jonas  Frick, 
vice-president  in  charge  of  central  ner- 
vous system  drugs.  Ekberg  concedes 
Zabriskie's  style  "could  well  be  the  rea- 
son some  Pharmacia  people  left." 

In  the  U.  S.,  too,  the  internal  strife 
had  an  impact.  The  merger  "was  like 
two  different  species  meeting  each  oth- 
er," says  Magnus  Lundberg,  the  ex-head 
of  metabolic  diseases  at  p&u.  Lundberg 
quit  PhaiTnacia  in  August,  1996,  after  15 
years  to  become  president  of  Chiron 
Vaccines,  a  unit  of  Chiron  Corp.  in 
Emeryville,  Cahf.  He  says  he  constant- 
ly hears  fi'om  job-hunting  ex-colleagues. 

Moreover,  the  leave-takings  are  clear- 
ly starting  to  hurt  business.  Case  in 


point:  The  November,  1995,  launch  in 
the  U.  S.  and  Canada  of  p&u's  No.  1 
product,  the  human  growth  hormone 
Genotropin.  Despite  the  new  approvals, 
estimated  1996  worldwide  sales  rose 
just  .02%,  to  $395  million,  and  insiders 
say  the  U.  S.  launch  fell  more  than  50% 
short  of  p&u's  sales  target.  As  many  of 
the  Pharmacia  executives  responsible 
for  Genotropin  fled,  those  remaining — 
primarily  Upjohn  managers — had  to 
launch  the  drug  with  little  product 
knowledge.  Says  Lundberg:  "The  baby 
was  adopted  by  the  wi'ong  parent,  and 
it  couldn't  grow."  p&u  attributes  Geno- 
tropin's  poor  overall  performance  to 
price  decreases  in  Japan. 
LOOKING  TO  BULK  UP.  Ekberg  appears  to 
be  moving  quickly  to  calm  his  unhappy 
troops.  Drawing  a  contrast  between  his 
own  style  and  that  of  Zabriskie,  Ekberg 
says  he's  "more  the  type  of  leader  who 
wants  to  delegate."  And  in  the  wake  of 
Zabriskie's  resignation,  the  board  moved 
quickly  on  Jan.  20  to  install  Pharmacia 
mai-keting  executive  Toni  Weitzberg,  46, 
to  the  top  post  in  Sweden,  where  he  is 
liighly  regarded  by  Phairnacia  loyalists. 
But  tough  changes  remain.  Last  yeai; 
Zabriskie  cut  just  $200  million  in  costs, 
less  than  half  the  planned  $500  million. 


PHARMACIA  &  UPJOHN ; 
ROCKY  DEBUT 


NOV.  2,  1995  Merger 
between  Sweden's 
Pharmacia  and  Upjohn 
completed 


Despite  the  problems  vdth  the 
er,  Ekberg  is  expected  to  look  fori 
other  deal  to  bulk  up  the  company.  [ 
goal:  to  gam  a  leading  position  in  oil 
p&u's  five  core  areas — oncology,  nei 
ogy,  anti-infectives,  inflammation,! 
metabolic  disorders.  With  a  $1  bi| 
war  chest,  strong  cash  flow,  and 
debt,  analysts  say  the  company  caJ 
ford  to  spend  up  to  $5  billion.  '"]\ 
have  a  balance  sheet  that  is  almosi 
strong,  so  they  should  leverage  t| 
says  Nancy  Crouse,  portfolio  manag| 
Delaware  Management,  which 
about  10.7  million  P&u  shares. 

Yet  so  far,  that,  too,  has  proved! 
sive.  Last  May,  Zabriskie  tiied  to  boi 
the  ophthalmology  business  by  bid 


MAY  13,  1996  Talks 
to  buy  Allergan  fal 
through 


PHARMACIA  &  UPJOHN'S  STOCK  PRICE 


DEC.  11, 
1996  Head 
of  Swedish 
unit  replaced 


JUNE,  1996  FDA 

approves  two  new 
drugs;  Volvo  sells  46 
million  P&U  shares 
for  almost  $2  billion 


AUG.  5,  1996 

P&U  announces 
that  merger  costs 
will  total  $800  mil- 
lion, topping  origi- 
nal $569  million 
estimate 


OCT.  11, 
1996  P&U 

issues 
third-quar- 
ter profits 
warning 


DATA  BUSINESS  WEEK,  COMPANY  REPORTS;  BLOOMBERG  FINANCIAL  MARKETS 


mated  $3  billion  for  Allei'gan  Inc. 
ie,  Calil'.  Analysts  believe  Volvo,  a 
larmacia  shareholder  that  was 
ing  to  sell  46  million  shares  later 
ummer,  blocked  the  deal.  Volvo 
not  comment.  Then,  in  Novem- 
lustry  insiders  say  p&u  held  talks 
khering-Plough  Corp.  Neither 
ny  will  confirm  the  discussions, 
with  Allergan  are  now  being 
ed,  industry  sources  say. 
erg  has  another  reason  to  do  a 
&u's  continued  woes  may  leave 
npany  open  to  a  hostile  takeover. 
i  the  recent  spate  of  ding  merg- 
e  $284  billion  industry  remains 
nted,  and  No.  18  p&u  is  one  of 
!apest  drug  stocks.  Although  its 


pipeline  is  weak,  analysts  think  Xala- 
tan,  a  glaucoma  diiig,  and  Detrusitol — 
an  incontinence  drug,  which  could  top 
$500  million  in  sales — show  promise,  as 
does  its  over-the-counter  business. 
Bankei"s  think  p&u's  sales  and  mai'keting 
clout  in  Europe  could  interest  another 
diiigmaker  Says  one  ex-Phannacia  exec 
now  at  a  rival:  "We've  talked  about 
[p&u]  as  a  company  that  might  be  vul- 
nerable. If  things  don't  get  better  fau-ly 
soon,  I  think  they  will  get  taken  over." 
Still,  expeits  say  a  deal  would  cany  a 
price  tag  of  at  least  $25  billion. 

Just  a  few  days  before  his  ouster, 
Zabriskie  sat  overlooking  the  Enghsh 
hamlet  of  Windsor,  site  of  the  company's 
new  headquaitei"s.  With  the  boai-d  meet- 


■i 


JAN.  20,  1997 

CEO  John 
Zabriskie 
resigns; 
Chairman 
Jan  Ekberg 
named  CEO 


0 


.mi. 

CEO  EKBERG: 
UNDER  THE  GUN 


ing  approaching,  his 
tense  demeanor  was 
a  far  cry  from  the 
ebullience  of  the 
past.  Now,  Ekberg 
is  equally  under  the 
gim,  admitting  p&u's 
peiformance  "has  not  lived  up  to  our 
expectations."  To  build  confidence,  he 
says  he'll  recruit  a  permanent  ceo  as 
soon  as  possible.  Longer-term,  manage- 
ment must  boost  morale  and  produce 
more  hits.  If  it  doesn't  succeed,  P&u 
may  soon  find  itself  on  the  wrong  end  of 
another  ding  megamerger. 

By  Julia  Flyn)i  in  Windsor,  Eng- 
land, and  Keith  Naughton  in  Detroit, 
with  Ariane  Sains  in  Stockholm 
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Windows-QS 
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is  what  we're  about.  For  more  information  about  ow  amazing  new  portables, 
call  1-800-457-7777]  or  visit  our  website  at  http //computers. toshiba.com. 


Maximize  youi  multimeciia  applications 
by  10-20% using  the  I66MH2  Pentium® 
)i  with  MMX  technology 


Expenence  iace-to-lace  communication 
in  and  out  oi  the  office  With  supenor 
video  quahtyand  ease  ol  use. 

►  B-3  '  COLOR  DISPLAY 

Equipped  with  bnlliant  TFT  color  Imagine 
St  display  available  in  a  portable 


Access  your  video,  sound  and  data 
with  the  maximum  speed  available 

Tecra  730XCCT  also  available 

150MHz  Pentium  processor,  optional  video 

conierencing  and  12]"  color  display 


In  Touch  with  Tomorrow 

TOSHIBA 


Developments  to  Watch 


EDITED  BY  NEIL  GROSS 


NOW,  SURGEONS  CAN  NIP  AND  TUCK  IN  3-D 


IT  HAS  THE  SMOOTH  CURVES 

of  a  dashboard  from  a  1950s 
sedan,  with  seven  placid 
eyes  staring  back  at  you. 
But  those  eyes  are  really 
camera  lenses  hitched  to  a 
laptop  computer  and  modem. 
Together,  the  lenses  take 
highly  detailed,  full-color  dig- 
ital pictui"es  in  3-D  that  can 
guide  plastic  surgeons  with 
greater  precision  than  two- 
dimensional  images.  The  con- 
traption, dubbed  Virtuoso, 
will  be  unveiled  in  March  by 
Pittsburgh  startup  Visual  In- 
terface Inc.,  headed  by 


Carnegie  Mellon 
University  pro- 
fessor Jon  A. 
Webb,  who  de- 
veloped the  3-D 
system  with  a  stu- 
dent, Larry  Zitnick. 

In  addition  to  selling  the 
$15,000  camera,  Webb's  com- 
pany will  "develop"  the  pic- 
tures, most  likely  through 
an  Internet  connection  to 
the  sui-geons.  Wliat  the  doc- 
tor gets  back,  a  few  minutes 
after  E-maiUng  the  raw 
data,  is  a  3-D  model  that 
can  be  rotated  or  tilted,  this 


way 
and  that, 
to  measui'e  not 
only  siuface  distances  but 
also  tissue  volumes.  This, 
says  Webb,  will  help  plastic 
surgeons  do  a  better  job  of 
modeling  replacement 
breasts  following  mastec- 
tomies. Volume  calculations 
are  also  crucial  for  the  lat- 
est rage  in  plastic  surgery: 
Uposuction.     Stephen  Baker 


IS  A  CURE  FOR 
BLOOD  INFECTIONS 
ON  THE  WAY? 

IT    IS    ONE    OF    THE  MOST 

daunting  scourges  hospitals 
face — a  bacterial  infection  in 
the  bloodstream.  Called  sepsis, 
it  can  set  in  after  surgery, 
traumatic  accidents,  or  pneu- 
monia. It  kills  175,000  Ameri- 
cans a  year,  since  doctors  lack 
sufficient  drugs  to  defeat  it. 

Pharmaceutical  companies 
are  readying  new  antibiotics, 
but  other  novel  approaches 
could  offer  faster  relief.  Mole- 
cular biologist  Roger  A.  Sab- 
badini  at  San  Diego  State 
Univei-sity  i-ecently  discovered 
how  the  infection  leads  to  the 
destruction  of  heart  tissue, 
which  is  the  culprit  in  most 
sepsis  deaths.  In  the  Decem- 
ber issue  of  the  Joimial  of 
Clhiicul  Ivvestigation,  he  ar- 
gues that  the  infection  causes 
heart  cells  to  commit  suicide — 
a  process  called  apoptosis. 

The  theory  has  received  a 
warm  reception  from  other 
heart  experts.  "It's  an  excit- 
ing new  development  that 
could  lead  to  a  new  tyjje  of 
therapy,"  says  Dr.  Robert  L. 
Engler,  associate  chief  of  staff 
for  i-esearch  and  a  sepsis  au- 
thority at  the  Veterans  Ad- 


ministration Medical  Center 
in  La  Jolla,  Calif. 

Sabbadini  studied  a  hor- 
mone called  tumor  necrosis 
factor  alpha,  or  TNFa.  The  hor- 
mone attaches  to  heart  cells 
duiing  septic-shock  episodes, 
but  its  function  was  previous- 
ly unclean  When  Sabbadini 
exposed  cultures  of  rodent 
heart  cells  to  it,  TNFa  initiated 
the  cells'  natur-al  self-destioict 
program,  shi-edding  the  cells' 


DNA.  Sabbadini  is  now  run- 
ning tests  to  see  if  a  protease 
inhibitor,  similar  to  those  used 
to  combat  the  aids  vir-us,  will 
block  the  actions  of  an  enzyme 
that  contributes  to  apoptosis 
and  thus  protect  the  heart 
cells.  Leaning  on  Sabbadini's 
work,  giant  Bristol-Myers 
Squibb  Co.  is  looking  at  apop- 
tosis as  a  place  to  intervene 
against  sepsis-related  heart 
damage.        David  GraJmm 


■  Scientists  have  tried 
ous  methods  to  kill  tumc 
choking  off  their  blood 
plies.  Now,  researchers  a 
la.s'  Univereity  of  Tfexas 
western  Medical  Cente 
taking  a  novel  tack:  cr( 
blood  clots  inside  the 
vessels.  When  given  h 
tissue  factor  to  stimulatf 
ting,  38%  of  the  cane 
mice  tested  had  comple 
mor  regression,  accordi 
the  latest  issue  of  Scie% 
B  Western  engineers  i 
long  praised  Russian  maj 
technology.  To  tap  it,  stf 
Synmatix  Coi"p.  in  Soutj 
Mich.,  is  working  witlS 
Alamos  National  Labo)j» 
and  three  research  la> 
Russia  to  perfect  a  1;^ 
process  that  yields  ^ 
strong  metals.  Squee/im 
al  powders  with  pressu 
400  tons  per  square 
breaks  the  particles  iiiw 
finer   pieces.  When 
"nanopowders"  are  I'l 
into  shapes,  the  parts  ; 
to  10  times  stronger 
those  made  from  md 
metals  and  alloys. 


ABEnERS.O.S. 
IN  THE  WIRELESS 
WILDERNESS 

it's  COMFORTING  TO  KNOW 

most  states  have  enhanced 
their  phone  networks  so  that 
when  you  dial  911,  your  ex- 
act whereabouts  are  instant- 
ly relayed  to  an  emergency 
dispatcher.  Cell  phones  are  a 
different  story.  This  became 
woefully  clear  in  early  Janu- 
ary, when  a  South  Dakota 
woman  who  got  lost  in  a 
storm  was  trapped  in 
her  snowbound  car  for 
40  hour's.  She  could 
talk  to  her  rescuere 
over  her  car  phone 
but  not  explain 
where  she  was. 


To  prevent  such  misad- 
ventures, the  Federal  Com- 
munications Commission 
now  insists  that  cell-phone 
operators  come  up  with  a 
way  to  geographically  pin- 
point vdreless  911  calls  by 
October,  2001.  Associated 
Group  Inc.  in  Bala-Cynwyd, 
Pa.,  has  a  clever  solution, 
called  TruePosition.  Their 
plan  calls  for  adding  a  spe- 
cial receiver  to  thousands  of 
cell  sites  around  the  coun- 
try to  give  911  calls  special 
treatment. 


Instead  of  being  handll 
by  one  base  station,  as  'i 
ordinary  cell-phone  calls# 
day,  each  911  call  would§ 
automatically  picked  up  % 
three  or  more  towers. 
traprecise  atomic  clocks  || 
each  site  would  track  thi 
time  it  takes  for  the  cali 
reach  TruePosition  re-  i 
ceivers.  Computers  at  cj; 
processing  centers  woul ,? 
then  triangulate  the  dati  ^ 
arriving  at  the  towers  a;^ 
different  times  and  crea,;. 
an  electronic  map  for^ 
dispatcher.  Associ.e! 
Group  says  the 
nology  has  been 
ed  and  could  be  i 
stalled  nationwid(i| 
well  in  advance  ofS 
FCC's  2001  deadline^ 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwfeb@businessweek.com 
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Science  &  Technology 


REGULATION 


THE  POLITICS 
OF  GENERICS 

Half  the  war  over  branded  drugs  is  fought  outside  the  lab 


The  way  E.  Thomas  Ai'ington  sees 
it,  his  company  is  David  taldng  on 
Gohath.  For  nearly  a  decade,  the 
CEO  of  Cincinnati-based  Duramed 
PhaiTnaceutieals  Inc.  has  sought  Food  & 
Drug  Administration  approval  for  a 
geneiic  version  of  America's  most  wide- 
ly prescribed  drug,  a  brew  of  estrogens 
called  Premarin.  Standing  in  the  way 
is  American  Home  Products  Corp.  and 
its  subsidiary  Wyeth-Ayerst  Laborato- 
ries Inc.,  which  makes  Premarin  from 
the  urine  of  pregnant  mares. 

The  pharmaceutical  giant  has  blocked 
Duramed  by  arguing  that  its  generic 
counterpart  to  Premarin  lacks  a  crucial 
ingredient  found  in  the  brand-name 
product — and  might  therefore  be  less 


effective.  Generic  supporters  dispute 
that.  The  fda  is  expected  to  decide 
who's  right  within  weeks. 

But  there's  more  to  the  Premarin 
fight  than  just  the  fate  of  one  block- 
buster drug.  In  a  growing  trend, 
brand-name  companies  such  as  Wyeth- 
Ayerst  are  using  regulatoiy  and  legal 
tactics  to  delay  the 
approval  of  cheaper 
generics,  say  critics. 
Their  favorite  strat- 
egy is  arguing  that 
a  generic  differs 
in  some  key  way 
from  the  equivalent 
brand-name  drug. 
The    generic  may 


Holding  the  Line 

How  makers  of  brand-name  drugs  use  the  regulatory 
system  to  hold  generics  at  bay: 


FORTRESS  PREMARJN 

Wyeth-Ayerst  has 

waged  a  long^nd  so 

far  win- 

ning, battle 

to  fend  off 

generic 

rivals  to  its 

Premarin 

MAKER  OF 

DRUG                        BRAND-NAME  VERSION 

BRAND  NAME 
COMPANY'S  STRATEGY 

GENERIC  MAKER 

PROCARDIA  XL  Pfizer 
heart  drug 
generic  name: 
nifedipine 

Argues  generic 

isn't  delivered  same  way 

and  doesn't  work  as  well 

Skyepharma 

COUMADIN 

anticoagulant 
generic  name: 
warfarin  sodium 

DuPont  Merck 

Filed  petition  asking 
the  FDA  to  change  the 
standards  the  generic 
must  meet 

Barr  Laboratories 

VENTOLIN        ;  Glaxo  Wellcome 
PROVENTIL  Schering-Plough 
asthma 
generic  name: 
albuterol  inhaler  ^ 

Argued  FDA  should 
require  more  studies 
before  approving  generic 
(FDA  decided  not  to) 

Ivax 

QUESTRAN 

cholesterol- 
lowering  drug 
generic  name: 
cholestyramine 

Bristol-Myers 
Squibb 

Argued  generic  should  be 
proven  equivalent  in  tests 
in  people,  not  just  test  tubes 

Upsher-Smith 

ZANTAC 

ulcer  treatment 
generic  name: 
ranitidine 
hydrochloride 

Glaxo  Wellcome 

Argues  that  generic  version 
will  violate  a  Glaxo  Wellcome 
patent 

Novopharm 

lack  a  trace  ingi'edient,  as  Wyeth-A 
claims  in  the  case  of  Premarin. 
may  not  exactly  mimic  the  waj 
brand-name  drag  delivers  its  chen 
as  in  the  case  of  the  heart  drag  Pi 
dia  (table). 

Generics  supporters  say  these  c 
ences  are  immaterial.  And  fav 
brand-name  drags  forces  patients 
the  government  to  shoulder  millic 
dollars  in  unnecessary  drug  costs, 
real  losers  are  the  consumers," 
Bruce  L.  Downey,  ceo  of  Barr  La 
tones  Inc.  of  Pomona,  N.  Y.  Brand- 
companies  counter  that  they're  s 
trying  to  protect  the  public.  "We'r 
averse  to  a  generic,"  says  Justin 
ria,  Wyeth-Ayerst's  regulatory  chie 
leaving  out  ingredients  may  be 
because  "nobody  knows  how  the 
ucts  work  without  them." 

In  the  case  of  Premarin,  the 
cial  stakes  ai'e  huge, 
the  drug  has  been  c 
market  since  1942,  i 
not  until  the  mid- 
that  scientists  showe( 
it  could  ward  off  bon 
as  well  as  the  symji 
of    menopause.  % 
helped  Premarin 
$860  million  in  U.  S.i 
alone  last  year.  The| 
is  expected  to  bci 
even  more  popular  a| 
dence  mounts  that 
gen  replacement  also| 
prevent   heart  ills! 
maybe  even  Alzheimer's  disease, 
lysts  figiu'e  a  generic  would  kill 
Ayerst's  cash  cow  and  boost  Dura| 
annual  revenues  from  $50  milli* 
$300  million.  ^ 
BACKFIRE.  As  Premarin's  fortuneij 
in  the  late  '80s,  Wyeth-Ayerst  exe 
gan  to  aggi'essively  fight  off  woi|| 
copycats.  They  argued  that  ge| 
then  on  the  U.  S.  and  Canadian! 
kets  were  deficient  in  two  crucial  j 
First,  the  copies  wei-e  absorbed  in| 
bloodstream  faster  than  the  U. 
sion  of  Premarin  and  might  not! 
effective.  Second,  the  generics  arej 
ft'om  plant  estrogens  rather  thanf 
As  a  result,  while  they  contain  tif 
ingredients  deemed  "active" 
marin,  they  lack  many  others.  OneB 
ingredient  called  delta- -dehydi'ne 
sulfate  may  be  vital  to  the  dragV 
says  Wyeth. 

The  pharmaceutical  giant's  \ 
partially  backfii-ed.  ICN  Canada  i 
generic  maker  in  Montreal,  show  i 
the  Canadian  version  of  Preman 
actually  nearly  as  fast-acting 
generics.  That  riled  a  Canadia 
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because 
they 

rock," 


and  other 


technical  reasons  why  Netscape 


uses  Silicon  Graphics  WebFORCE  servers, 


according  to  Webmaster  Robert  Andrews. 


When  you're  the  busiest  site  on  the  Web,         and  scalabihty  lets  your  Web  site  handle 
when  you  receive  more  than  I  12  B^B9  even  the  most  demanding  workloads. 


million  hits  a  day,  when  you  down-  And  since  Silicon  Ciraphics  offers 

NETSCAPE 

load  2.8  terabytes  in  a  single  week,  the  widest  range  of  compatible 
you  need  servers  that  you  can  depend         servers,  you  can  scale  your  Web 


on.  That's  why  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE'  servers 
combine  64-bit  MIPS"* 
RISC  microprocessors  with  the  highest 
data  throughput  in  the  market.  Our 
revolutionary  S2MP  '  system  architecture, 
with  industry-leading  I/O,  performance 


A  FEW  OTHER  SITES 
USING  WebFORCE 

www.firefly.com 

www.discovery.com 

www.travelocity.com 

www.bigbook.com 

www.warnerbros.com 

www.lucent.com 

www.webcrawler.com 


site    smoothly  as 
your  on-line  business 
grows.  Te  c  h  n  1  c  a  1 1  y 
speaking,  it's  the 
best  server  you  can 
buy.  And  it  can  keep 
your  Web  site  rockiii'.  For  more 
information  visit  our  Web  site  at 
www.sgi  .com/i'rod  nets/ Web  FORCE 
or  call  800.636.8  1  84  Dept.  LS0054. 


See  what's  possible 


y^/f  M  SiUconGraphics 

i  ^     Computer  Systems 


A,. 

^^'^jff       1996  Silicon  Graphics.  Inc  All  ri|hts  reserved,  Silicon  Graphics  and  Che  Silicon  Graphics  logo  are  registered  trademarks,  02.  Origin,  Ongin200.  OriginJOOO.  S2MRWebFORCE,  and  See  what's  possible  are  trademarks. 


ol  Silicon  Graphics,  Inc.  MIPS  and  the  MIPS  RISC  Certified  Power  logo  are  registered  trademarks,  of  MIPS  Technologies.  Inc  Netscape  and  tfie  Netscape  logo  are  trademarks  of  Netscape  Communications  Corporation. 


Introducing  another... 


Strong 
Performer 


For  Conservative  Stock  Investors 


1-Year  Total  Return 

as  r,t  12-31-96 

31.91% 

Performance  is  lustoricaL 


The  Strong  Growth  and  Income  Fund 

was  ranked  in  the  Top  2%  (#10  of  522)  of 
gi"o\vth  and  income  funds  based  on  total 
return,  by  Lipper  Analytical  Ser\'ices,  Inc.  for 
the  1-year  period  ended  12-31-96. 


f  Fund's  pm'crmana.  especially  for  very  short  time  periods,  shoidd  not  be  tlw  sole  factor  v,: 

^  mating  your  investment  decision.  Vie  Fund's  inception  date  is  12-29-95.  Performance  ah.: 
.  ^  rankings  are  historical  and  do  not  represent  future  residts.  Investment  returns  and  princ 
t  pal  value  vary,  and  you  may  liave  a  gam  or  loss  when  you  sell  sliares.  For  a  me  prospectus 
^        lath  more  complete  iiifbnmtion,  mcluding  management  fees  mid  expenses,  call  Strong 
'  « 0 funds  Distributors,  hic  Read  it  carefuBy  before  you  invest  or  send  money.  4588A97Q 

fj  Strong  Funds 
1-800-368-4966 

http://www,5frong-fund5.com 


STRONG 


A  BUSINESS  WEEK  SPECIAL  ADVERTISING  SEaiON 


DRIVE  YOUR  MESSAGE 
HOME  WITH  BUSINESS  WEEK 
AND    THE    PGA  TOUR 

The  Senior  TOUR  Journal 

Advertise  in  Business  Week's  Senior  TOUR  Journal  and  keep  your  business 
on  course.  Don't  miss  this  unmatched  opportunity  to  deliver  your  corporate 
or  product  message  to  more  than  six  million*  professionals  across  the  coun- 
try —  successful  decision-makers  who  appreciate  the  executive  link 
between  business  and  golf. 

For  more  information,  please  contact: 

Bruce  Kostic  •  Project  Director  •  Phone:  212-512-3461 

email:  bkostic@businessweek.com 

Issue  Date:  April  14, 1997 

Ad  Closing  Date:  March  3, 1997 

Edition:  North  American 
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Beyond  news.  Intelligence. 
1996  Fall  MRI;  Business  Week  Adjusted  Audience  A  Dinsum  of  The  McGraw-Hill  ('ompames 


DURAMED'S  ARINGTON:  Recen  .- 

could  groir  more  than  sixfold 

ad\isoiy  committee.  If  Wyeth's  i " 
was  correct,  the  panel  conclml.  " 
1991  report,  then  Premai-in  ha^ 
producing  unsafe  plasma  levels  ii. 
dian]  women  for  years."  Canada  ~ 
latory  agency  rejected  Wyetli  - 
and  left  the  generic  on  the  mai'lv 
Canadians  called  theii"  bluff."  say-  I 
Read  &  Co.  analyst  Jeny  I.  Tri  ; 

Wyeth-Ayerst  had  better  luci 
U.S."  In  1991.  the  fda  made 
change  that  forced  fast-acting  , 
off  the  mai'ket.  Regulatoi's  also  ' 
that  conjugated  (or  blended) 
should  contain  three  so-called  <■ 
tant  ingredients  plus  the  two  lu 
trogens.  Together,  the  five  sui 
make  up  91'^f  of  Premarin's  est  ; 
COUNTERATTACK.  In  1994,  howt  x  >■ 
FU.A  til'mly  rejected  Wyeth's  cuii  ' 
that  delta^  '  was  also  essential.  T: 
the  opening  generic  companies  l  i 
waiting  for  Dui-amed  filed  its  api 
in  September.  1995.  Ban*  follo\ 
next  July.  Both  companies'  vt  i 
lacked  delta"  •'.  which  wasn't  l-m; 
daily  available  at  the  time. 

Wyeth-Ayerst  counterattackt 
November,  1994.  it  asked  the  v 
require  delta"  '  as  an  ingi'edient.  I 
reciiiited  Washington  insiders 
Congi'ess  and  other  key  groups.  T 
fort  won  over  Senator  Barli. 
Mikulski  (D-Md.),  the  Nationa; 
porosis  Foundation,  and  many 
In  1996,  the  company's  forces  pt  i  - 
Representative  Eddie  Bemice  1 
(D-Te.\.)  to  s\\itch  sides.  "I  jus; 
sti'ong  feeling  that  an  inferior  gei." 
no  bargain."  Johnson  says. 

Mrtually  eveiyone  in  the  baf 
that  wliile  Premaiin  is  a  Stella 
the  details  of  how  its  cocktail  >•: 
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J  make  an  impact  in  the  global  marketplace, 
'ou  need  the  right  tools. 

Presently,  technology  supports 
global  comnnunication,  however  a 
smile  and  a  handshake  still  make 
the  best  connection.  That's  why 
the  major  players  come  together 
regularly  in  Frankfurt,  Germany  at 
the  world's  top  15  trade  fairs  for 
consumer  goods,  automobiles, 
technology,  textiles,  musical  in- 
struments and  accessories.  And 
since  we've  been  organizing  trade 
fairs  since  1240  A.  D.,  we  fully  un- 
derstand that  helping  you  build 
your  business  is  what  ma.kes  our 
trade  fairs  so  successful.  Come 
establish  your  connections  in  the  ^ 
global  market  at  Messe  Frankfurt  3 

4- 
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IMPRESSIVE  PERFORMANCE 
FROM  A  CONSERVATIVE  FUND 


T.  Rowe  Price  Equity  Income  Fund, 

one  of  our  most  conservative  stock 
funds,  has  consistently  outperformed 
its  Lipper  Category  Average.  To  seek 
substantial  income  and  long-term 
capital  growth  with  less  risk,  the  fund 
mvests  in  dividend- paying  stocks  of 
established  companies. 

As  with  any  stock  fund,  there 
will  be  price  fluctuation.  Minimum 
mvestment  is  $2,500  ($1,000  for  IRAs). 
No  sales  charges. 


Average  Annual  Total  Returns 

as  of  '>/30/')6 
I   Equity  Income  Fund 
B   Lipper  Equity  Income  Funds  Average 
20.47% 

1 16.83%  16.28% 

113.21%  11^. 


1  year 


5  years  10  years 


Call  24  hours  for  a  free  information  kit 
including  a  prospectus 

1-800-541-8460 


Invest  With  Confidence 

T.RoweR"ice 


-Ik 


"Source:  Lipper  Analytical  Seryice^.  Inc.  Fit;niT^  include  cliani;eN  in  principal  \akie,  rein\ested  diyidends,  and  capital 
gain  distributions.  Inyestment  return  and  principal  \alue  will  \ar\,  and  shares  may  be  worth  more  or  less  at  redemption 
than  at  original  purchase.  Past  performance  cannot  guarantee  hiture  results.  Read  the  prospectus  carefully  before 
investing,  T  Rowe  Price  Investment  Services,  Inc  ,  Distributor.  i;ii:ii.^.^y62 


If  arthritis 
is  just  minor 
aches  and  pains, 
v\rtiy  is  it 
the  number  one 
cause  of  disability 
in  America? 


There's  nothing  minor  about  arthritis.  In  fact,  it's  the  number 
one  cause  of  disability  in  the  United  States.  It  strikes  nearly  40 
million  Americans.  It  attacks  in  more  than  1 00  different  forms. 

Fortunately,  you  can  do  something  about  arthritis.  The 
Arthritis  Foundation  has  programs  to  help  you  move  easier  and 
with  less  pain.  We  also  support  research  for  a  future  free  from 
arthritis. 

If  you  need  more  information,  or  want  to 
help  people  affected  by  arthritis,  contact  your  local  jf"^ 
Arthritis  Foundation.  To  find  the  office  nearest       "  " 

„   .  ^r.^  ^r.r.rs  ARTHRITIS 

you,  ca  '    '  '  ' 


Your  Source 
for  Help 
and  Hopes 


1-800-283-7800. 


FOUNDATION® 


©  1995  by  the  Arthritis  Foundation. 


gens  actually  works  in  the  body  ai 
murky.  "For  a  drug  used  by  thi> 
American  women  for  this  anmi 
time,  it's  shocking  how  little  i:-  1 
about  it,"  says  Dr.  Janet  Woo(U  '>> 
rector  of  the  fda's  Center  fn  • 
Evaluation  &  Research.  Wyetl 
tists  have  shovm  that  the  dispuifi 
stance,  delta"""',  does  have  an  eiii 
bone  when  given  in  doses  foui- 
higher  than  that  in  standard  Pi  f 
tablets.  But  that  doesn't  necc- 
mean  that  Premarin  wouldn't 
without  the  ingi-edient,  says  Dr.  I 
Lindsay  of  Columbia  Universit\. 
neer  in  estrogen  reseai-ch,  who  an. 
the  data  for  Wyeth-Ayerst. 

In  a  study  sponsored  by  Dui' 
Dr.  Richard  B.  Hochberg  of  tlu 
University  School  of  Medicine  -1 
that  delta*"  has  only  weak  est  i  < 
effects  on  human  cells.  Genen 
porters  also  point  to  other  t  -i 
drugs  on  the  market,  such  as  i ; 
Myers  Squibb  Co.'s  Estrace,  thai 
contain  any  delta^  ''  but  appeal-  Im 
as  well  as  Premarin.  "This  tit 
driven  by  financial  interests  rat  lie 
health  interests,"  concludes  H(n  h 
PRESSURE.  If  tnie,  that's  little  C(  n i.-^ 
to  Diu'amed,  which  is  trying  to  li; 
long  enough  to  get  fda  approval.  ' 
$33  miUion  investment  in  the  in 
yet  to  pay  off,  the  company 
money.  Aiington  was  forced  to  I 
90  of  his  250  workers  late  last  \  e; 

So  why  has  the  fda  taken  - 
to  decide?  One  reason  is  that  tin 
data  strengthens  'Wyeth-Ayer:- 
ment  that  milhons  of  women  i 
put  at  risk  by  a  generic  that's  m  ' 
tical  to  Premarin.  Another  rea- 
the  fda's  delay  is  intense  pressiin 
Congi'ess  and  interest  gi-oups.  Iv 
imal  rights  gi-oups  have  gotten  m 
act,  thi-owing  horse  m-anui"e  on  t ' 
of  the  agency  in  December  ti< 
the  treatment  of  horses  used  ti) 
urine  for  Premarin.  "Where  tin 
tremendous  amount  of  outside 
as  in  this  case,  a  decision  ha- 
pretty  impeccable,"  says  'Woodi  i  > 

Wyeth's  executives  stand  by  ; 
holds-barred  approach.  "We  i: 
apologies  for  defending  our  pn  h  i  . 
its  earnings,"  says  Michael  Df  >. 
dent  of  Wyeth-Ayerst  unit  Esi  ! 
Inc.  But  Ai-ington,  along  with  m: 
alysts,  is  convinced  that  Durami  ' 
nally  prevail.  "What  I  like  be- 
the  David  and  Gohath  story,"  li- 
"is  that  David  wins."  If  so,  it  \^ 
message  to  the  brand-name  cm 
that  their  regulatory  and  legal 
verings  won't  always  succeed. 

Bi/  John  Carey  in  W(i>  ' 
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1  Computer  Systems 
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Chevrolet  Motor  Division 

www.chcvrolct.com/car 
Chrysler 

www.chry.slcrcorp.com/ 
Cisco  Systems 
www.cisco.com 
Cobra  Golf 
www.CobraGolt.com 
Compaq 

www.compac].com 
Computer  Associates 
www.cai.com 
Consolidated 
Freightways,  Inc. 
www.ciit.com 
Credit  Suisse 
www.ska.com 
Delta  Air  Lines 
www.delta-air.com 
Deutsche  Telekom 
www.dtai^.de 
Digital  PC 

www,  windows. digital. com 
Diners  Club  International 
www.dinersclub.coni 
EIS  International 
www.suretmd.com 
Ericsson 

www.ericsson.se/systems/gsm 

Exide  Electronics 

www.exide.com 

Federal  Emergency 

Management  Agency 

www.tenia.gov 

FedEx 

www.  tedex.com 
Fidelity  Investments 
www.tid-inv.com 
Flexilnternational  Software 

www.tlexi.com 
Ford 

www.ford.com/ 
France  Telecom 
www.francetelecom.com 
Fujitsu 

www  fuiitsu.com 


Fujitsu  PC  Corporation 

www.fujitsu-pc.com 

Gateway  2000 

www.gw2k.coni 

GE  Information  Services 

www.geis.com 

General  Motors 

www.gni.com 

Haworth 

www.havvorth-furn.com 

Hewlett-Packard 

www.hp.coni 

Hilton  Hotels 

www.hilton.com 

Hitachi 

www.hitachi.com 
Honda 

www.honda.com 
IBM 

www.ibm.com 
Imation 

www.iniation.com 
Informix 

www.  i  n  form  i  X .  com 
Intel 

www.intel.coni/ 

International  Institute  for 

Management  Development 

www.imd.ch/ 

ITT  Hartford 

www.itthartford.com 

The  Jack  Daniel  Distillery 

Tour 

www.jackdaniels.coni 
Janus  Funds 
www.lanusFunds.com 
Kingston  Technology 

www.kingston.coni/ 
bw.htm 

Kinko's  Corporate 

www.kinkos.Lom 
Kodak 

www.kodak.com/ 
Lawson  Software 
www.  Lawson.com 
Lexus 

www.lexususa.com 
Lincoln-Mercury 

www.iincolnniercury.com 
Lotus 

www.lotus.com 
Lucent  Technologies 

www.lucent.com 


Lufthansa 

www.lutthansa-usa.coni 
Mail  Boxes  Etc. 
www.mbe.com 
MCI 

www.nici.coni 

Mercedes-Benz 

www.iisa.mcrcedcs-benz.com 

Merrill  Lynch 

www.nil.com/ 

Microsoft 

www.niicrosoft.com/ 
MicroSolutions 
www.micro-solutions.com 
NCR 

www.ncr.com 
Netcom  On-Line 
Communication  Services 
www.  netcom.com 
Norfolk  Southern 
www.nscorp.com 
Novell 

www.novell.com 
Ohio  Department  of 
Development 

www.ohiobiz.coni 
Okidata 

www.okidata.coiii 

Omron  Corp./North  America 

www.omroii.co.jp 

Open  Market 

www.openmarket.com 

Oracle  Corporation 

www.oracle.com 

Origin 

www.origin.nl/ 
PageNet 

www.pagenet.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.usr.com/palni 

PeopleSoft 

www.peoplesott.com 

The  Principal  Financial  Group 

www.principal.com 

Praxair 

www.praxair.com 

PSINet 

www.psi.net/ 

QUALCOMM 

VAVw.qualcomm/com/cdma/ 

Raytheon 

www.raytheon.com 

Republic  National  Bank 

www.  rnb.com 


Roberts  Express,  Inc. 

www.roberts.com 
Saab 

wvvw.saabusa.com 
SAP 

www.sap.com 

SAS  Institute 

www.sas.com/ 

Charles  Schwab 

www.schwab.com 

Sequent  Computer  Systems 

www.sequent.coni 

Sharp 

www.sharp-usa.com/ 
Siemens 

www.siemens.com 
Silicon  Graphics 
www.sgi.com 
SkyTel 

www.skytel.com 
Sprint 

www.sprint.com 

StorageTek 

www.stortek.com 

Sun  Microsystems 

www.sun.com 

Swissair 

www.swissair.com 
Sybase 

www.sybase.com 
Symantec 
www.symantec.com 
Texas  Instruments 

www.ti.coiii 

Toshiba  America  Information 
Systems 

computers.toshiba.com 
Toyota  Motors 
www.toyota.com 
T.  Rowe  Price 
www.trowcprice.com 
Unisys 

www.unisys.com 
United  Airlines 

www.ual.coni 
UPS 

www.ups.com 
U.S.  Robotics 

www.usr.com 

The  Vanguard  Group 

www.vanguard.com 
Wonderware  Corporation 

www.wonderware.com 


1  f^'Sun 

Sun  designed  the 

,    first  intranet 

back  when  people 
thought  intranet 
was  a  typo. 

^^^I^h  t  tp : //www.  sun.  CO  m 
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INFORMATION  MANAGEMENT 


COAXING  MEANING 
OUT  OF  RAW  DATA 

Software  can  now  find  patterns  never  seen  before 


I 


t's  the  bane  of  modern  business:  too 
many  data,  not  enough  infonnation. 
Computers  are  everywhere,  accu- 
mulating gigabytes  galore.  Yet  it 
only  seems  to  get  harder  to 
find    the    forest    for  the 
trees — to  extract  significance  ^ 
fi'om  the  blizzard  of  numbers, 
facts,  and  stats. 

But  help  is  on  the  way  in 
the  form  of  a  new  class  of 
software  technology  known 
broadly  as  data  mining.  First 
developed  to  help  scientists 
make  sense  of  experimental  4 
data,  this  software  has  enough 
smarts  to  "see"  meaningful 
patterns  and  relationships 
on  its  own — to  see  pat- 
terns that  might  otherwise 
take  tens  of  man-years  to 
find.  That's  a  huge  leap  beyond 
conventional    computer  databases, 
which  are  powerful  but  unimaginative: 
They  must  be  told  precisely  what  to 
look  for.  Data-mining  tools  can  sift 
through  immense  collections  of  customer, 
mai'keting,  production,  and  financial  data 
and,  using  statistical  and  artificial-intel- 
ligence techniques,  identify  what's  woith 
noting  and  what's  not. 

The  payoffs  can  be  huge,  as 
MCI  Communications  Corp.  is 
learning.  Like  other  phone  com- 
panies, MCI  wants  to  keep  its 
best  customers.  One  way  is  to 
identify  early  those  who  might 
be  consideiing  jumping  to  a  lival. 
If  it  can  do  that,  the  caniei'  can 
try  to  keep  the  customer  with 
offers  of  special  rates  and  ser- 
vices, for  example. 

How  to  find  the  customers  you 
want  to  keep  from  among  the 
millions?  MCi's  answer  has  been 
to  comb  marketing  data  on  140 
million  households,  each  evaluat- 
ed on  as  many  as  10,000  attrib- 
utes— characteristics  such  as  in- 
come, lifestyle,  and  details  about 
past  calling  habits.  But  which  set 
of  those  attributes  is  the  most 


impoitant  to  monitor,  and  within 
range  of  values?  A  rapidly  dec 
monthly  bill  may  seem  Uke  a  dead 
away,  but  is  there  a  subtler  pattt 
international  calling  to  be  lookin 
too?  Or  in  the  number  of  calls  ma 
MCi's  customer-service  lines? 

To  find  out,  MCI  regularly  fires 
IBM  SP/2  supercomputer — its  "data 
house" — which  identifies  the  most 
variables  to  keep  an  eye  on.  So  fa 
SP/2  has  compiled  a  set  of  22  deta 
and  highly  secret — statistical  pi 
based  on  repeated  crunching  of  h 
cal  facts.  None  of  these  could 
been  developed  v/ithout  data-n 
programs,  says  Lance  B. 
MCi's  chief  information  of! 

Data  mining  in  itself  is 
atively  tiny  market:  Sa 
such  pi'ograms  will 
to  maybe  $500  mill 
2000,"  fi-om  $50  n 
this   year,  estii 
Two  Ci'ows  Corp., 
tomac  (Md.)  marh 
search  firm.  But  the 
nology  is  critical  in  g 
big  payoff  from  whi 
formation-technf  )logy  executives  I 
will  be  an  immensely  impel 
growth  area  in  coming  yearsi 
warehousing.  These  are  the  \ 
mous  collections  of  data — somel 
trillions  of  bytes — compiled  byi 
marketers,  retailers,  or  service  c| 
nies  as  they  monitor  transactions! 
millions  of  customers.  Data  wareh| 
running  on  ultrafast  computers! 
specialized  software,  are  the  bal 
which  comijanies  hope  to  operate  ii 
time — instantly  adjusting  produci 
inventory  levels,  cash  reserves,  ml 
ing  programs,  or  other  factoi's  to  (| 
ing  business  conditions.  The  mart 
data- warehousing  hardware 
ware,  and  services  will  grow 
2  billion  in  1996  to  $12  bill 
2000,  according  to  Meta  Gr( 
consulting  firm. 
DRAGNET.  And  data  minin] 
help  make  that  investment  p| 
How?  By,  for  example,  call 
crooks.  Telephone  companies 
it-card  issuers,  and  insurei 
mining  their  data  warehous 
subtle  patterns  within  thoi! 
of  customer  transactions  to  i 
fy  fraud,  often  just  as  it's  hi 
ing.  One  unidentified  U.  S.  c 
phone  company  is  using 
Graphics  Inc.'s  MineSet  sol[ 
to  clig  through  mountains 
data  and  pinpoint  illegally 
cell-phone  ID  numbers. 
Manufacturers  can  mine  dsf 
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The  Temptation  Is  Great. 
The  Penance  Is  Small. 


1997  Lincoln  Mark  Vm.  Temptation  is  a  difficult 
thing  to  resist,  especially  when  it  comes  in  the  form  ot  the 
Lincoln  Mark  VIII  with  its  280-horsepower,  32-valve  V-8  InTech 
engine.  First,  there  are  the  luxurious  appointments  like  leather 
seating  surfaces,  a  power  tilt-telescoping  steering  wheel,  and  a 
JBL  Audio  System  with  CD  player.  Further  ^^5^)* 
temptation  comes  with  dramatic  new  styling,     ^jSRP.  7a'  tule  extra 
electronic  All-Speed  Traction  Control,  and  mstfm 
Luminarc    high-intensity  discharge  headlamps  to  light      i  *^  1 
your  way.  And  the  penance?  Even  that  is  irresistible.  For  infor- 
mation via  the  Internet,  enter  http://www.lincolnvehicles.com 
or  to  receive  a  tree  brochure,  call  i  800  446-^ 


LINCOLN 

W  hat    A    Luxury    Car    Should  Be 


residenls  only 
a  trademark  „f  OSRAM  SYLVANIA  INC. 


Information  Processing 


lected  from  factory-floor  sensors  and 
learn  just  where  an  intermittent  as- 
sembly error  is  causing  a  defect  that 
shows  up  only  months  after  an  appliance 
goes  into  use.  And  once  shopping  on 
the  Web  takes  off,  reams  of  data  about 
customers'  behavior,  tastes,  and  interests 
will  be  available  for  merchandisers  to 
mine  and  react  to  nearly  instantly. 

The  list  goes  on.  "A  huge  opportunity 
is  opening  up,"  says  Usama  M.  Fayyad, 
who  helped  create  one  of  the  earliest 
data-mining  systems  at  the  Jet  Propul- 
sion Laboratories  in  Pasadena,  Cahf.  It 
helped  identify  quasars  from  triUions  of 
bytes  of  satelhte  data.  Now,  he's  work- 
ing at  Microsoft  Corp.'s  research  lab, 
where  he's  looking  for  new  uses  of  the 
technology.  He  predicts  that  within  a 
year  or  two,  when  computers  every- 
where maintain  sizable  databases,  data 
mining  will  aid  even  small  businesses 
such  as  restaurants  and  local  accounting 
firms.  Because  of  Microsoft's  aggressive 
plans  for  its  SQL  Server  database  soft- 
ware, Fayyad  says  that  "Microsoft  is  a 
good  place  to  bring  this  technology  to 
the  milhons." 

For  now,  though,  data  mining  is  serv- 
ing only  a  few  giants,  such  as  U  S  West 
Inc.  Like  other  phone  companies,  it's 


enjoying  strong  demand  for  second  and 
third  residential  phone  Unes,  which  cus- 
tomers want  for  their  teenagers,  fax 
machines,  and  PCs.  But  the  carriers 
don't  want  to  sink  the  money  into  new 
network  svdtches  and  tiunk  Hnes  in  a 
particular  area  unless  they  can  be  fairly 
certain  that  the  orders  for  extra  lines 
will  really  materialize.  Furthermore, 
U  S  West  says  it  wants  to  pinpoint  cus- 
tomers who  will  not  only  respond  to  in- 
troductoiy  offers  but  also  will  keep  theii' 
second  lines  long  enough  for  the  earner 
to  make  a  profit. 

IDEAL  FAMILY.  To  find  those  people,  U  S 
West  uses  a  program  called  palms.  It 
designed  the  program  with  at&t's  NCR 
computer  unit  and  Sabre  Decision  Tech- 
nologies, a  unit  of  amr,  which  owns 
American  Airhnes.  Running  on  a  pow- 
eiful  NCR  parallel-processing  computer, 
PALMS  first  spent  hours  sifting  through  a 
sample  of  a  few  thousand  customer 
records  from  the  Phoenix  area.  Each 
record  contains  as  many  as  250  items 
about  a  household:  income  bracket, 
monthly  phone  bill,  number  of  repair 
calls  in  the  past  year,  and  its  history 
of  trying  and  keeping  such  services  as 
call-waiting,  for  instance.  The  result  is  a 
statistical  model  of  the  ideal  prospect. 


How) 
Mini]| 


Then  palms  used 
that  model  to  search 
through    millions  VVOTk 
more  customer  rec- 
ords— almost  1  tril-      gy  /gam/  - 
lion  bytes  of  data.      about  cu 
By  correlating  data       who've  dt 
about  the  location  of  j, 
each  home,  the  loca-       _  taianhl 
tion  of  U  S  West's  ^omnan 
trunk  lines,  and  the  u 
capacity    of    local       "^f'S  on 
switches,  the  pro-       '^ho  rem, 
gi'am  identified  clus- 
ters of  prospects — 
households  that  fit  the  model  andr, 
U  S  West  could  provide  service  win 
significant  expense.  From  the 
direct-mail  campaign,  which  rdii 
Nov.  4  to  early  January,  U  S  Wo 
enjoyed  a  response  rate  equal  to  tl 
a  broadcast  campaign  costing  "sc 
million  dollars"  more,  says  Gloi- 
Farler,  executive  director  of 
intelligence,  palms  even  calculatt  s 
a  direct-mail  campaign  will  peak  s 
carrier  can  cut  back  before  the  I'esj!: 
rate  craters. 

That's  a  giant  leap  forward  fi'om  ' 
conventional  database  setups  do  1 
ing  ones,  ft'om  companies  such  a-^ 


More  and  more  businesses  are  not 
only  getting  Fridays  Free  tliis  year... 


$50  monthly  minimum  required-  Maximum  of  S'l.OOO  in  free  long  distance  calling  per  monlh.  Domestic  calls  and  commercial  use  only. 
Not  valid  with  any  other  offer  Limited  time  offer  Certain  restrictions  apply.  '^1997  Sprint  Communications  Company  L  P 
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SOURCES 


Calling  and 
customer 
service  data 
about  the 
deserted 
customers 
are  com- 
bined with 
demographic 
data 

purchased 
from  outside 
suppliers. 


DATA  WAREHOUSE 


Cleansed  of  errors  and  incon- 
sistencies, the  data  are  fed  into 
a  powerful  computer,  known 
as  a  data  warehouse,  for  rapid 
searching. 


Statistical  analysis  and  other 
techniques  reveal  the  com- 
bination of  attributes  that 
marks  unloyal  customers. 


PROFILE  ESTARLISHED 


Current 
customers 
who  fit 
this  profile 
may  be 
romanced 
with  just 
the  right 
discounts 
and 
special 
offers. 


Informix,  and  Sybase,  are  good 
iftly  locating  and  updating  any 
iC  item — your  savings  balance 
you  make  a  withdrawal,  for  in- 
.  Or  they  can  retrieve  in  a  flash 
ms  that  meet  specific  criteria — 
Jersey  males  who  leased  red 

in  1993,  say.  The  key  is  first 
ndexing  all  of  the  records  accord- 
a  selected  set  of  attributes, 
ro  CRUNCH.  In  contrast,  data-min- 
)gram.s  rely  much  less  on  indexes 
ay  take  hours  or  even  days  to 
an  answer.  By  repeatedly  sorting 
5  according  to  varying  sets  of  at- 
:s — sometimes  even  randomized 


sets — these  programs  attempt  to  cate- 
gorize the  records  and  identify  subtle 
correlations  between  their  many  vari- 
ables. "Humans  are  good  with  a  small 
number  of  variables,"  says  Fayyad — no 
more  than  about  eight.  "But  now,  we're 
seeing  databases  with  hundi-eds  or  thou- 
sands of  variables.  As  a  human,  that's  a 
lost  cause.  But  it's  what  machines  were 
bom  to  do." 

Still,  it's  important  to  keep  in  mind 
that  a  machine  is  still  a  machine — even 
if  it  embodies  this  new  data-mining 
technology,  warns  Herb  Edelstein,  pres- 
ident of  Two  Crows.  "Data  mining  is 
not  a  miracle,"  he  says.  The  technology, 


stiU  in  its  early  stages,  most  often  comes 
back  with  flakes  of  infomational  gold, 
not  nuggets. 

Companies  that  are  experimenting 
with  data  mining  ai'e  quickly  discovering 
that  it's  important  to  understand  what 
they're  looking  for  and  what  type  of 
tool  will  work  best.  Data-mining  soft- 
ware comes  in  many  different  forms: 
Some  look  for  clusters  of  like  items,  for 
example,  while  others  search  for  anom- 
alies. Without  a  proper  match  between 
tool  and  data,  though,  a  progi'am  may 
come  up  with  useless  insights — that  se- 
nior citizens  don't  buy  rap  music,  for 
instance — or  overlook  those  that  really 


They're  getting  them 
until  the  year  2000. 

Do  more  business  with 
a  lot  more  Fridays  Free. 

Thanks  to  Sprint  Business,  successful  small  businesses 
everywhere  are  reaping  the  benefits  of  free  long  distance 
every  Friday  from  now  until  the  year  2000 

That's  156  Fridays  of  free  domestic  long  distance  Including 
faxing,  calling  card  calls,  and  in-bound  toil-free  service. 

And  while  making  the  most  of  your  Fridays  Free,  you're 
still  getting  a  great  deal  the  rest  of  the  week.  In  fact,  you  11  be 
paying  Sprint's  regular  low,  flat  rates. 

What's  more,  even  though  you  can  get  Fridays  Free  until 
the  year  2000,  you  won't  have  to  sign  a  term  commitment. 

So  don't  let  another  free  Friday  pass  you  by. 

Call  Sprint  Business 

1-800-827-3900 


Sprint 


We  help  business  do  more  business" 
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matter.  To  help  customers 
cover  all  bases,  ibm,  Silicon 
Graphics,  and  Thinking  Ma- 
chines have  assembled  suites 
of  different  mining  tools. 
Smaller  UltraGem  and  Infor- 
mation Discovery  Inc.  sell  just 
one  approach. 

LOAN  RANGER.  Ali-eady,  a  wide 
range  of  companies  are 
putting  on  their  data-mining 


SOFTWARE  THAT  SIFTS 

Some  leading  suppliers  of  data-mining  products,  all  designed 
to  discover  patterns  hidden  within  complex  data 

IBM  Intelligent  Miner  suite  employs  many  techniques,  from 
statistics  to  genetic  algorithms  and  neural  networks 

NEOVISTA  SOLUTIONS  It's  modifying  its  Decision  Series 
software  for  specialized  hardware  so  that  it  will  run  on 
general-purpose  computers 


computers  aroun! 
specialized  machine 
NCR  Corp.,  Wal-Mar 
been  unable  to  us 
those  data.  Faced 
mind-boggling  700 
lion  potential  forecai 
calculate — one  for 
item  in  2,700  stop 
was  forced  to 
stores  into  regions 


helmets  to  find  the  infonna-    products  into  categ 


tion  that  can  make  a  differ 
ence  to  their  bottom  lines. 
UltraGem,  a  San  Francisco 
startup,  has  been  working 
vdth  an  unidentified  bank  to 
predict  the  profitability  of  ad- 
justable-rate mortgages,  for 
example.  UltraGem's  software  first  ana- 
lyzed information  conceiTiing  more  than 
100,000  loans.  Tlie  data  ranged  from  the 
age  and  zip  code  of  the  customers  to 
the  soui'ce  of  their  loan  and  whether  or 
not  it  was  converted  from  a  previous 
loan.  The  result:  a  set  of  rules  for  iden- 
tifying loans  likely  to  yield  the  highest 
profits — rules  that  assembled  combina- 
tions of  variables  "that  were  beyond 
what  any  human  mind  could  figure  out," 
says  UltraGem  President  Steven  A. 


SAS  INSTITUTE  SAS  software  suite  employs  a  variety  of 
analytic  techniques 

THINKING  MACHINES  Darwin  software  was  first  written  for 
the  company's  original  product,  the  Connection  Machine 
supercomputer 


Vere.  Now,  the  bank  can  predict  such 
things  as  who  might  prepay  or  who 
might  become  delinquent  and  then  ad- 
just rates  and  fees  accordingly. 

One  sign  that  data  mining  has  ar- 
rived: Wal-Mart  Stores  Inc.,  whose  pio- 
neering use  of  massive  transaction  data- 
bases revolutionized  retailing,  is 
plunging  in.  Since  the  1980s,  Wal-Mart 
has  collected  volumes  of  cash-register 
data  from  its  stores  each  night.  But  de- 
spite running  one  of  the  most  powerful 


In  the  past  year, 
Mart  has  turned 
data-mining  system 
Neo Vista  Solutions 
formerly  called  Mas 
Harnessing  hundre 
processors  to  the 
it's  helping  Wal-Mart  predict  de 
for  individual  items  in  specific  s 
And  it's  improving  the  accuracy  of 
Mart's  market-basket  analyses, 
look  at  the  combinations  of  items 
consumers  tend  to  buy  during  one 
Wal-Mart  officials  dechne  to  discus 
technology.  But  as  Neo  Vista  ceo 
M.  Harte  puts  it,  "the  devil  reallj 
the  details."  And  data  mining  is 
helping  dig  that  devil  out. 

By  John  W.  Venty  in  New 


Small  business  owners 

are  known  for  their 

(3®m 


Here's  another  one.  Tune  in  to  America  At  Work  for  the  next  six 
weeks.  You'll  find  out  how  ingenious  snnall  business  owners 
like  you  use  technology  (along  with  helpful  relatives)  to  market 
themselves,  find  new  customers,  and  solve  problems  in  new, 
creative  ways. 

Look  for  America  At  Work  on  the  USA  Network,  Saturday 
mornings  at  9:30  a.m.,  EST/PST. 

January  18:  The  Business  of  Customers 

January  25:  From  Zero  to  Sixty  in  Thirty  Days 

February  1:  More  Time,  More  Money  —  Getting  It  All  Done 

February  8:  Communicate,  Collaborate.  Cooperate 

February  15:  Roadmap  to  the  Internet 

February  22.  High-Tech /High-Return  Marketing 


Microsoft  EVl 


tol  HEWLETT  fSTTa 
TM  PACKARD 


To  learn  how  technology  can  help  you  run  your  small  business  even  better,  call  1-800  60-SOURCE,  Dept.  B152. 

©  1997  Microsoft  Corporation.  All  rights  reserved.  Microsoft  is  a  registered  trademark  of  Microsoft  Corporation  .  All  other  trademarks  are  the  property  of  their  respective  ownerjl;^ 
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5EAR  STEARNS' 

;&P  STARS  PORTFOLIO: 

lECAUSE  STARS  HAVE  ALWAYS 
;OMMANDED  RESPECT. 


To  create  the  S&P  STARS  Portfolio,  Bear  Stearns  starts  with  companies  of  the  highest  rank  -  ones  that  have  earned 
tars  from  Standard  &  Poor's.  A  Standard  &  Poor's  analyst  considers  the  attractiveness  of  such  company  fundamentals 
strength  of  the  balance  sheet,  the  ability  to  finance  growth,  competitive  market  advantages,  strong  earnings  per  share 
1  and  strong  m-place  management.  Then  we  subject  each  company  to  our  own  relentless  scrutiny  We  analyze  their 
:e  sheets,  growth  potential  and  market  advantages.  Finally  we  make  our  choices  -  complementing  them,  on  occasion 
ther  mvestments  that  seem  appropriate.  The  results  will  make  you  snap  to  attention.  To  learn 
about  the  S&P  STARS  Ponfolio,  including  charges  and  expenses,  call  1-800-766-4111  for  a  BI^R 
rospectus.  Please  read  it  carefully  before  you  invest  or  send  money.  STEARNS 

Bear,  Stearns  &  Co.  Inc.,  245  Park  Avenue,  New  York,  NY  10167 

Poor'sr  -S&R*-  and  "STARS."  are  trademarks  of  The  McGraw-HMl  Companies,  Inc  and  have  been  hcen.ed  for  use  by  Bear,  Steams  6.  Co  Inc 
ARS  Portfoho  IS  not  sponsored,  man.iged,  adv.sed,  sold  or  promoted  by  S«iP 


YOUR  TAXES 


Personal  Business 


EDITED  BY  TODDi  GUTNER 


ONLINE  HELP  Need  a  Tax 
Break?  Surf  the  Net 


The  myriad  resources 
the  Web  may  alert  you 
deductions,  exemption 
and  other  strategies 


if  the  arduous  task  of  ren- 
dering unto  Caesar  each 
April  leaves  you  looking 
to  the  heavens  for  divine 
intervention,  fear  not:  Help 
may  indeed  lie  in  cyberspace. 
Anyone  vdth  a  personal  com- 
puter and  a  modem  can  now 
access  the  growing  number 
of  Web  sites  that  offer  eveiy- 
thing  from  timely  tax  tips 
from  experts  to  instant  ac- 
cess to  obscure  tax  forms. 
And  if  you're  brave  enough, 
you  can  even  prepai'e  and  file 
your  return  right  over  the 
Internet. 

Be  forewarned,  however, 
that  there  are  limits  to  rely- 
ing on  the  Internet  to  solve 
your  tax  woes.  If  you're  ever 
audited,  it's  no  defense  to  say 
you  saw  it  on  the  Net.  Nev- 
ertheless, the  wealth  of  tax 
resources  available  on  the 
World  Wide  Web  may  alert 
you  to  deductions,  exemp- 
tions, and  other  strategies 
that  could  lessen  your  tax 
bite.  But  before  acting  on  a 
tip  from  cyberspace,  consider 
getting  a  second  opinion  fi'om 
a  tax  pro. 

SKIMPY  INSTRUCTIONS.  One  of 

your  first  stops  on  the  In- 
fobahn  should  be  the  Internal 
Revenue  Service's  Web  site — 
if  you  can  get  through  the 
gridlock.  The  iRS  site  is  sur- 
prisingly coloiful,  with  a  home 
page  made  to  look  like  a  su- 
permarket tabloid.  You  can 
download  eveiy  necessai-y  fed- 
eral form  and  schedule,  as 
well  as  IRS  bulletins  and  in- 
struction books.  There's  also 
an  interactive  questionnaire 
that  lets  you  determine 
whether  you  qualify  for  cer- 
tain deductions,  such  as  edu- 
cational expenses.  On  the 
downside,  the  site  is  poorly 
organized,  and  it  offers  few 
instructions  for  neophytes  who 


want  to  download  forms.  A 
bigger  concern  is  access:  On 
repeated  attempts  to  \isit  the 
site  in  mid-January,  before  the 
height  of  the  tax  season,  it 
still  took  days  to  get  through. 
How  will  the  site  handle  traf- 
fic in  mid-April? 

If  it's  just  a  tax  form  you 
need,  by]3ass  the  iRS  site  and 
check  out  Ta.xing  Times  1997, 
offered  by  Maxwell  Technolo- 
gies, a  San  Diego  company. 
Maxwell  offers  every  federal 
form  you'll  need  in  Adobe 
System's  popular  PDF  format 
and  even  offers  a  handy  link 
to  Adobe's  Web  site  if  you 
need  to  download  the  neces- 
sary viewer.  You'll  also  find 
hnks  to  every  state  tax  of- 
fice, most  of  which  offer 
forms  that  can  be  dowTiloaded 
and  then  filled  in  by  hand. 

If  you're  seeking  profes- 
sional advice,  each 
of  the  Big  Six  ac- 
counting firms  main- 
tains  a   Web  site 
with  helpful  advice 
on    individual  and 
business  tax  matters. 
Ernst  &  Young's 
offerings  include 
mutual-fund  tax-  \  * 
saving  strategies, 
a  list  of  the  25 
most  common  tax- 
preparation  errors, 
and  50  easily  over- 
looked deductions — al- 
though details  of  each 
are  skimpy.  The  best  feature 
may  be  its  Worldwide  Exec- 
utive Tax  Guide,  which  pro- 
vides one-to-two-page  tax- 
code  summaries  for  more 
than  130  foreign  countries.  If 
you're  being  pressured  to 
transfer  abroad,  visit  this  site 
before  you  negotiate  cost-of- 
living  adjustments. 

Advice  and  counsel  are 
also  available  fi-om  The  Tax 


Prophet,  the  site  of  San 
Francisco  tax  lawyer  Robert 
L.  Sommers.  It  includes  an- 
swers to  questions  about 
everything  from  your 
spouse's  premarital  debts  to 
early  withdrawal  from  retire- 
ment accounts.  Another  Bay 
Area  attorney,  Marc  W. 
Weissman,  gives  tips  on  es- 
tate planning,  living  trusts, 
and  real  estate  tax  matters 
(http://www.wwlaw.com/ 
fye.htm).  Weiss  also  offers  to 
answer  questions  by  E-mail, 
usually  within  24  hours — and 
presumably  offer  further  con- 
sultation for  a  fee. 

As  helpful  as  these  sites 
are,  they  don't  cover  every 
tax  issue.  If  you're  left  want- 
ing, you  may  get  your  an- 
swer from  the  complete  text 
of  the  best-sell- 


ing J.  K.  Lasser's 
Income  Tax  1997  ( 
mcp.com/mgi*/lasser/toc. 
Each  chapter  can  be  rt 
screen  using  the  Adobe 
er — but  given  the  smaD 
you'll  want  to  print  it 
FAIR  VALUE.  And  don't 
that  the  clothing  and 
household  goods  you  gi 
charity  last  year  are 
something.  For  a  $li 
consult  Client  Valuatioi 
vices'  Web  site,  cvs's  fo 
William  R.  Lewis,  is 
countant  who  has  paii 
ingly  compiled  a  dat 
listing  fair  values  for 
sands  of  items  commori 
en  to  charity.  Levds 
that  donors  routinely 
estimate  the  worth  of 
donations — a  used  men 
fetches  $70,  for^,. 


ice.  He  says 
s  often  make 
his  fee  several 


Sites  to  Ease  the  Apr.  15  Angst 


over.  If  you're    ""l^^A   http://www.conductor. 


STRENGTHS 


download  a  software 
fix  from  AOL  or  the 
program's  website: 


just  to  tax     htlPL/Z^SCuMcon/taA  ."M'^A^S   concerns  about  data 


id,  Lewis  vows 
vide  documents 
rting  his  valua- 
Previously 
ble  _ 
rers  in  book 
the  database  is 
available  for 
jading  fi'om  the 
ite. 

er  you've  fin- 
doing  your  re- 
i 


INTERNAL  REVENUE  SERVICE 

http://www.irs.ustreas.gov 

TAXING  TIMES  1997 


Download  tax  forms,  and  use  questionnaires 
to  determine  eligibility  for  deductions 

Download  federal  forms,  and  find  IRS  phone 


com. 

But  those  advan- 
tages are  now  over- 
shadowed by  public 


1040.COM 

http;//www.l040.com 

THE  TAX  PROPHET 

http://www.taxprophet.com 

SECURETAX 

http://www.securetax.com 


Download  state  forms,  and  search  for 
preparer  in  your  area 

Obtain  tax-lawyer  advice  on  a  wide  range 
of  topics 

Prepare  1040  for  free,  but  you  pay  $10  to 
print  or  file  electronically 


secunty,  given  recent 
well-publicized  hacker 
attacks  against  sup- 
posedly secure  Web 
sites.  And  both  Intu- 
it and  Parsons  are 
reluctant  to  support 


and    have    full  1040s — which  use 


istinated  long 


ERNST  &  YOUNG 


Also  offers  a  synopsis  of  tax  codes  abroad 


more     forms  and 


1,  the  only  task    http://www.ey.eom/us/t_ax/  at  http://www.l.ey.com_/exe_c.htm   schedules,  and  apply 


GRANT  THORNTON 


Good  tax  advice  for  small-business  owner; 


to  prepare  and 

/our    return,    http://www.gt.eom/gtonline/homeonl.html  summary  of  1996  tax  calendar 

yf,  there  s  online   What  if 

CA$H  FOR  YOUR  USED  CLOTHING     Avoid  miscalculations  on  charitable  deduc- 
http://www.taxsave.com  tions,  and  pay  $15  for  list  of  prices  for  goods 

FLAT  TAX  HOMEPAGE  Compare  how  you  would  fare  under  a  flat  tax 

http://flattax.house.gov/calc.htm  with  this  simple  calculator 

the  Web  site.  Running  the 


I  find  a  prepai-- 
your  zip  code. 


the  maker  of 
Pax,  maintains 
abase  at  its 

site  (http://www. 
:-om),  as  does  Drake 
ire  at  its  "1040.com" 
ut  be  aware  that  nei- 
mpany  vouches  for  the 
ity  of  the  names  in  its 
se,  which  consists 
of  customers  of  the 
lional  versions  of  their 
tax  software. 


Given  that  there's  little  regu- 
lation of  tax  preparers,  it's 
tough  to  vouch  for  the  credi- 
bility of  a  preparer  anyway. 
"Anyone  can  hang  out  a  shin- 
gle and  say  they  prepare  tax- 
es," says  Michael  Murray  of 
Drake  Software. 
COMPUTATION.  Do-it-yourself 
types  can  now  file  over  the 
Internet.  In  what  may  be  a 
harbinger  of  bigger  things 
to  come.  Intuit  and 
Parsons  Technology 
Online  (http://www. 
parsonstech.com)  let 
1040EZ  filers  prepare 
returns  right 
on 


computations  is  free;  both 
companies,  however,  charge 
$10  to  have  a  return  filed 
electronically. 

A  less  well-known  compa- 
ny. Universal  Tax  Systems 
in  Rome,  Ga.,  is  going  one 
step  further.  UTS,  an  outfit 
that  sells  tax  software  to 
preparers,  has  created  a  Web 
service  called  Seciu'eTax  that 
lets  you  prepare  full  1040 
returns  online.  Like  Intuit 
and  Parsons,  UTS 
lets  you  calculate  a 
return  free,  but  it 
charges.  $10  to 
piint  a  copy  and  an 
additional  $5  to  file 
electronically. 

Intuit  and 
Parsons  say 
Web-based  filing- 
may  be  the  wave 
of  the  future. 
They  hope  users 
will  like  the  con- 
venience of  using  an  online 
program.  And  developers 
say  such  filing  would  enable 
them  to  incorporate  any  tax 
changes  that  might  unex- 
pectedly occur  in  February, 
as  well  as  immediately  fix 
any  late-detected  bugs  of 
the  type  just  discovered  by 
the  makers  of  TaxCut.  For 
now,    TaxCut    users  can 


TAX  TIP 

The  Internet 
can  help 
solve  many 
problems,  but 

get  a  second 
opinion  from 
a  tax  pro-or 
the  IRS 


to  more  filers — until 
the  Internet  matui'es. 

everyone 
jumped  online  on 
Apr.  13  or  14  to  pre- 
pare their  taxes?" 
asks  Renee  George, 
a  senior  product 
manager  at  Intuit. 

Once  you're  finished,  you 
may  realize  you  owe  a  big 
payment.  Cursing  the  iRS, 
you  ask:  What  if  Steve 
Forbes  had  been  elected 
President?  Well,  you  can 
check  for  youi'self  at  the  Flat 
Tax  HomePage,  the  creation 
of  House  Majority  Leader 
Richard  Armey  (R-Tex.). 
Ai'mey  lets  you  see  a  mock- 
up  of  a  flat  tax  retiuTi — you'll 
sigh  at  its  simplicity — and  al- 
lows you  to  com- 
pute your  bottom 
Une  with  a  17%  flat 
rate. 

These  sites  are 
only  the  tip  of  the 
icel3erg.  Frank  Mc- 
Neil, a  San  Francis- 
co tax  preparer, 
provides  links  to 
a  variety  of  other 
Web  resources 
(www.best.com/~ft 
me  xpat/ht  ml/tax 
sites.html),  as  does  Universi- 
ty of  Northern  Iowa  account- 
ing professor  Dennis  Sclimidt 
(http://www.uni.edu/schmidt/ 
tax.html). 

So  let  the  Web  help  you 
prepare  your  taxes.  Finding 
just  a  single  extra  deduction 
could  cut  your  tax  bill — and 
have  you  thanking  yom-  stars 
in  cyberspace.    Dean  Foust 
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THE  uw  Mostly  Quiet 
on  the  IRS  Front 


Tax  season  doesn't  always 
have  to  be  something  to 
fear.  In  fact,  this 
year,  the  news  is  rel- 
atively good:  There 
is  no  tax  overhaul 
to  fret  over.  But 
while  most  things 
are  the  same,  there 
are  a  few  changes 
that   can  provide 
plenty  of  trouble 
for   people  who 
don't  look  closely. 

For  1996  "taxes, 
there  are  still  five 
brackets:  15%,  28%, 
31%,  36%,  and  39.6%. 
Because  the  tax  rate 
schedules  are  routinely 
indexed  for  inflation, 
however,  they're  a  lit- 
tle different  this  year. 
For  example,  if  you're 
married  filing  a  joint 
return,  you  jump  from 
the  31%  to  the  36% 
tax  bracket  when  your 
taxable  income  hits 
$147,700  in  1996,  up 
from  .$143,600  in  1995. 
So  you  won't  have  to 
feel  the  pain  of  a  high- 
er tax  bracket  as  quickly.  A 
single  person  hits  the  36%- 
tax  bracket  with  taxable  in- 
come of  .$121,300  in  1996,  up 
from  $117,9.50  in  1995. 
CLASSES  AND  CARS.  Person- 
al exemjjtions  are  now  each 
worth  $2,550,  up  fi-om  .$2,500. 
That  means  you  can  reduce 
your  income  by  $2,550  for 
yourself,  your  spouse,  and 
each  dependent.  For  in- 
stance, if  you  are  married 
with  foui'  children,  you  can 
reduce  your  income  by  a  to- 
tal of  .$15,300.  To  prevent 
fraud,  you  must  list  the  So- 
cial Security  number  for 
each  dependent  born  before 
Dec.  1,  1996. 

For  years,  Congress  has 
sought  to  reduce  itemized 
deductions  for  wealthy  tax- 
payers. In  1996,  the  taxable 
income  level  at  which  item- 


VViial's  i\ew 
For  Your  1996  Return. . . 


•  Tax-free  tuition 
reimbursement 
permitted  up  to 
$5,250 


•  Home-office 
deduction  expand- 
ed to  include 
inventory  storage 

•  Business  auto  •  No  dependency 
mileage  allowance  exemption  allowed 
increased  to  31  (Z  without  a  Social 
per  mile  Security  number  pieted 

•  Personal  exemp-  •  Reduction  of 
tions  for  depen-  itemized  deduc- 
dents  increased  to  tions  begins  at 

$117,950,  up 
from  $114,700 


$2,550, 
$2,500 


up  from 


ized  deductions  begin  to  be 
reduced  by  3%'  is  raised  to 
$117,9.50,  up  from  $114,700 
in  1995.  The  threshold  is 
higher  because  it's  indexed 
to  inflation.  Say  your  taxable 
income  is  $217,9.50  in  1996. 
The  difference  between 
$217,950  and  $117,950  is 
$100,000.  So  you  must  trim 
your  itemized  deductions  by 
3%.  of  $100,000,  or  .$3,000. 

And  those  who  have  en- 
joyed employer-paid  educa- 
tional assistance  can  now  ex- 
clude $5,250  fi"om  their  gi-oss 
income  in  tuition  paid  by 
their  employer,  which  was 
previously  taxable.  The 
change  is  retroactive  to  1995, 
meaning  it  might  pay  to  file 
an  amended  1995  tax  return. 
For  example,  if  you're  in  the 
31^'  tax  bracket  and  your 
employer  reimbursed  you  at 


least  $5,250  during  1995, 
then  you  would  be  due  a  re- 
fund of  $1,628  (31%  of 
$5,250)  from  your  amended 
return. 

Say  you  use  your  car  for 
business.  This  year,  you'll  get 
a  bit  of  a  break  on  auto 
mileage.  The  rate  was  30(2 
per  mile  in  1995.  For  1996, 
it's  31c  per  mile  and 
will  be  31.5(Z  per  mile 
in  1997.  But  to  pro- 
tect yourself  in  an 
audit,  you  must 
keep  a  log  of  cus- 
tomers seen,  the 
business  purpose 
of  the  trip,  and 
the  number  of 
miles  traveled. 
FUND  FACTS.  If 
you've  joined  the  mu- 
tual-fund bandwagon, 
you're  probably  getting 
a  flood  of  1099  forms 
in  the  mail.  These  are 
statements  that  indi- 
cate the  amount  of 
capital  gains  the  mu- 
tual funds  have  dis- 
tributed to  you,  as  well 
as  a  summary  of  every 
transaction  you  com- 
during  1996. 
You  need  to  collect  the 
data  for  each  transac- 
tion, including  selling 
price  per  share  and 
cost  per  share,  and  re- 
port it  on  Schedule  D 
of  your  1040. 

As  a  newcomer  to  mutual 
fimds,  the  task  will  probably 
be  easier  because  the  major 
mutual-fund  families  are  pro- 
viding more  cost  data  than 
before.  Cost  data  allow  you 
to  compare  the 
price  of  the 
shares  you  sold 
with  what  you 
paid  for  them. 
If  you've  owned 
the  mutual 
funds  for  more 


family's  800  number 
trieve  the  old  data. 

The  record-keeping 
simpler  if  you  sold  ind 
shares  of  stock.  If  yoi 
have  a  record  of  the  pn 
paid,  call  yom-  broker  : 
data.  Don't  forget  to  i 
the  commission  you  i 
the  cost  of  the  stock, 
reduces  your  profit, 
make  siu'e  you  take  ii 
coimt  stock  splits.  If  yo 
kei'  doesn't  have  the  in 
tion  because  you  wei 
client  at  the  time,  tl 
a  shareholder, 
you  can  call 
the  company 
and  request 
the  data  from 
the  investor- 
relations  de- 
partment or 
youi'  previous 
broker. 

The  rules 
on  capital 
gains  and 
losses:  You  can  offse 
tal  gains  with  capital 
dollar  for  dollar.  In  t 
likely  event  that  you'\ 
ed  up  with  more  capit 
es  than  capital  gains,  j 
use  the  balance  to  ofl 
to  $3,000  in  ordinary 
from  salary,  interes 
dividends. 

Of  course,  tax  prep; 
is  never  a  task  to  reli 
tliis  year's  minimal 
are  boimd  to  make  t; 
son  a  bit  more  pleasai 
it  could  have  been.  An^ 
it  comes  to  taxes,  w 
to  be  thankful  for  ev 
smallest  gifts.  Stuar 


...And  What's 
Coming  in  1997 


TA 

Th( 
cod 
saf 


c 

CO 
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•  Adoption 
expenses 
deductible  up  to 


•  Long-term 
coverage  tax- 
to  employees 


than  five  years,     $5_.000_P_er  child        Medical ¥c 


then  it's  unhkely 
that  the  fund 
can  provide  you 
with  the  infor- 
mation directly 
on  your  yearend 
statement.  So 
you'll  have  to 
call    the  fund 


•  Legal  awards 
for  pain  and  suf- 
fering are  taxable 

•  Penalty-free 
IRA  withdrawals 
for  large  medical 
expenses 


ings  Account 
available  to 
businesses 


•  Spousal  IR 
increased  frq 
$250  to  $2 
per  year 
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DITS  Can  Your  Life 
ass  Muster? 


get  an  ominous  letter: 
ur  tax  return  has  been 
ected  for  an  audit.  The 
asks  to  meet  at  your 
Once  she's  there,  she 
curious — about  your 
)ur  kids'  school  tuition, 
ily,  you  realize  that 
)t  just  examining  your 
;  expenses — she's  au- 
i^our  hfe. 

ome  to  the  "financial 
audit,"  better  kjiown 
ifestyle  audit.  It's  the 
echnique  that  C-men 
1  the  '30s  to  put  Al 
behind  bars:  Match 
nng  expenses  against 
Dme  you  reported  on 
)40.  If  there's  a  gap, 
imal  Revenue  Service 
5pect  the  difference  is 
f-the-books  cash,  and 
tors  are  charged  with 
it. 

STASH.  Sometimes, 
).  Take  the  Beverly 
uple  who  claimed  to 
517,000  a  year  but  de- 
$28,000  in  mortgage 
.  on  their  house.  In 
e,  an  audit  tiumed  up 
I  in  hidden  in- 

Indeed,  the 
Accounting 
reckons  that 
ted  income  ac- 
br  $62  bilUon 
d  taxes  annu- 
nost  half  of  all 

s  lost  to  tax 
:.  To  find  that 
■ash,  the  iRS 

new  audit 

in  1994.  "The 
les  are  noth- 

,"  says  Andre 

onal  director 

Rs's  auditing 

s.  "But  many 

agents  were 

■  hadn't  done 


penses.  Auditors  were  taught 
to  bypass  accountants  and 
question  taxpayers  directly, 
and  some  interrogations 
"turned  into  intimidation," 
says  Douglas  Stives,  an  ac- 
countant with  Curchin  &  Co. 
in  Red  Bank,  N.J.  Faced 
vdth  angry  protests  from  ac- 
countants and  members  of 
Congress,  the  iRS  issued 
orders  in  1996  telling 
agents  to  use  "in- 
depth  income 
probes"  only  when 
they  suspected 
cheating. 

Still,  IRS  agents 
haven't  lost  interest 
in  your  lifestyle,  es- 
pecially if  you  file  a 
Schedule  C.  The  iRS  is  focus- 
ing on  cash-intensive  small 
businesses,  such  as  restau- 
rants, bed-and-breakfasts,  and 
gas  stations,  whose  owners 
have  opportunities  to  hide  in- 
come. Entrepreneurs  whose 
returns  show  large  losses  in 
startups  also  "invite  the  iRS 
to  ask,  'Just  what  are  you 
Uving  on?' "  says  Mark  Rig- 


Under  a  Microscope 

Questions  the  IRS  might  ask  to  check  if  your 
lifestyle  matches  your  reported  income: 


otti,  a  Taylor  (Mich.)  accoun- 
tant. Sometimes,  a  probe  is 
based  on  informants'  tips, 
large  cash  deposits,  or  real 
estate  records  showing  pur- 
chases out  of  line  with  re- 
ported income. 

But  any  taxpayer  could 
find  herself  on  the  receiving 
end  of  probing  questions.  A 
way  to  avoid  that:  Never 
meet  an  auditor  at  home, 
where  chitchat 
could  lead  to 


to.  That's  why  accountants 
prefer  that  you  avoid  meeting 
with  auditors.  "When  the 
agent  asks  me,  'What's  youi* 
cUent's  house  worth?,'  I  can 
say,  'I  haven't  a  clue,'"  says 
Stives.  Without  compeUing  ev- 
idence of  cheating,  ovemorked 
agents  might  give  up. 

Then  again,  they  might 
not.  The  iRS  has  access  to 
more  data  than 
ever,  such 


•  How  long  have 
you  owned  your 
home?  What  did  it 
cost? 

•  What  are 
your  mortgage 
payments? 


•  Where  do  your 
kids  go  to  school? 
What's  the  tuition? 

•  What  year, 
make,  and  model 
are  your  cars? 
What  are  the 


Howoften'do"""   Paymems?   style 

•  How  much  cash 


you  eat  out? 
What's  the  average 
check? 


do  you  keep  on 
hand? 


•  Where  do  you  go 
on  vacation?  What 


•  What's  in  your 
safe-deposit  box? 


of  audit."   

of  them    •  What  do  you 

•  Which  clubs  do 
you  belong  to? 


many 

'fried  away, 
started  re- 
taxpayers  to 
ill  living  ex- 


spend  on  clothes? 
On  hobbies? 


DATA:  IRS,  BUSINESS  WEEK 


queries  about  how  you  could 
afford  to  collect  those  vases. 
Better  yet,  don't  talk  to  the 
auditor  at  all.  If  you  don't  al- 
ready have  a  tax  preparer — 
an  em-oUed  agent,  an  accoun- 
tant, or  a  lawyer — hire  one 
when  you're  notified  of  an  au- 
dit needing  more  than  a  let- 
ter in  response.  Give  your 
preparer  the  power  of 
attorney  and  tell  the  iRS 
to  send  him  all 
questions. 

Make  sure 
your  preparer 
is  awai'e  of  the 
American  In- 
stitute of  Cer- 
tified Public 
Accountants' 
guidelines  for 
handling  a  life- 
audit, 
recom- 
mend that  prepai-ers  ask 
the  IRS  to  show  data 
that  raises  suspicions 
you're  hiding  income.  On 
request,  the  iRS  must  re- 
lease records  gathered  in 
an  audit,  except  for  re- 
ports from  confidential 
infomiants. 

Don't  give  the  tax  man 
more  data  than  you  have 


TAX  TIP 

Never  meet 
an  auditor  at 
home.  Better 
yet,  leave  all 
the  talking  to 
your  tax 
preparer 


trations,  and  economic  pro- 
files of  neighborhoods.  Audi- 
tors use  it  to  estimate  how 
much  money  you  need  to  live 
in  the  style  to  which  you 
seem  accustomed.  If  your  re- 
ported income  doesn't  come 
close,  the  iRS  can  compel  you 
to  document  your  income  and 
expenses— a  long  slog 
through  bank  statements  and 
invoices. 

Of  coui'se,  the  best  defense 
is  good  records,  compiled  long 
before  the  iRS  shows  up. 

Agents  have  been 
ordered  to  ease  up 
on  business  owners 
whose  accounting 
systems  have  tight 
controls  against 
skimming.  Or,  if 
you're  living  on 
loans  from  your  in- 
laws while  you 
start  a  business, 
tell  your  preparer. 
But  if  you  are 
hiding  something,  accountants 
make  one  request:  Don't  go 
to  them.  Under  federal  law, 
they  can  be  compelled  to  tes- 
tify against  you.  Hire  a 
lawyer  instead,  so  yoirr  com- 
munications will  be  privi- 
leged. Othei-wise,  to  the  iRS's 
lifestyle  probei"s,  youi'  private 
hfe  may  become  an  open 
book.  Mike  McNaynee 
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Telecommunications  Services 


FAX  BROADCASTING 
;  ,  only  100  a  minute! 


To  the  U  S-  from  anywhere  in  the  world! 

1            Roles  per  minute  to:  i 

i  France        $0  39  Japan  $0  39  ; 

i  Germany    $0  39  U.S.  $0  10  '■ 

!  Hong  Kong  $0  59  U.K.  $0  29  ' 


Toll-free:  1.800.906.4FAX 

Tel  1  206  301  7000     Fax  1  206  301  7500 


lines  ope" 
2A  poors'- 


America's  Leading  Stand  Alone 

CALLING  CARD 

•  One  Low  Rate  •  17.5e/minute  •  24tirs/day 
•  No  Monthly  Fee  •  No  Surcharges 
•  Six-Secorxl  Billing  Worldwide 
•  Low.  Rat  Int'l  Rates 


Voice 


Simply  Convenient 

800-789-5753  24  hrs/day  toll  free 
more  inio:  http://www.tel-worlcl.com 


Internet  Services 


web  publishing 
multimedia  consulting 
hctpiZ/www.blueskye.com 

I  -  888  -  CoolSkye 

(1-888-266-5759) 

Telecommunications  Services 


The  Best  K.iti  s  In  I  hc  (  uiinlr 
w— •  ■  at/a 

-a_<       w  K  w  aid  I 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

http://www.eagle,net 


Capital  Available 


BANKER  BLOWOPP? 


Tired  of  gelling  the  runaround  from 
bankers  who  aren'l  reallv  lending*' 
New  database  lists  l,00()'s  of 
alternative  lenders  and  investors  who 
are  aggressively  financing  high  risk 
business  ventures.  CALL  for  FREE 
info:  800-580-1188  ailu\/e?ge  


Business  Services 


FORM  YOUR  OWN  CORPORATION 

in  any  state,  as  low  as  $45 


Y'ou  know  the  advantages 
of  having  your  own  eorpo- 
ration:  Ineredible  tax  breaks. 
Protection  of  personal  assets. 
Attracting  investors. 

The  Company  Corporation  (TCC) 
has  set  up  more  than  150,(XX) 
corporations  in  the  last  25  years. 

Cut  out  the  middleman 
&  save  up  to  90% 

Most  people  think  you  have  to 
go  through  a  law  firm,  pay  $2,000 
to  $3,000,  wait  six  weeks  and  be 
bogged  down  with  paperwork. 
Not  so  when  you  go  through  TCC. 
You  can  incorporate  over  the 
phone  or  on-line... for  as  little  as 
$45,  plus  a  tiling  fee  —  usually  $74. 

FREE  •  FREE  •  FREE 

If  you're  still  unsure  about 
incorporating,  we'll  .send  you  a 
FREE  copy  of  "How  to  Form 


And  Service  a  Corporation  at 
Very  Low  Cost!"  which  will  tell 
you  everything  you  need  to  know 
to  form  your  own  corporation  in 
all  50  states... legally,  quickly, 
and  affordably,  with  maximum 
protection  for  your  personal  assets. 

Protect  your  future 

Do  yourself,  your  family  and 
your  business  a  favor.  Call  the 
number  below,  or  contact  us  on- 
line, we'll  incorporate  you  within 
24  hours!  It  will  probably  be  the 
smartest  move  you  make  this 
year.  Incorporating  is  a  powerful 
step  in  controlling  your  future. 
Take  that  step  today. 

1-800-542-2677 
Ext.  6169 

All  Corporations  Guaranteed 

Legally  Correct 
ID  Ttif  Cumpany  CorfKiraliun  1947 


Business  Opportunities 


CONSL  LTANTS/l  RAIN  ERS 


International  rirm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB27 
100  Kachel  Blvd.,  «150-E 
Reading,  PA  19607 
(800)  799-6227.  Ext.  12 
FAX:  (610)  856-5918 


$350,000++  Potential 
Annually  from  Home 


$350K  -  $2M  possible  annually  from  $8,rX)0 
purchase.  $75K  potential  1st  few  months. 
Breakthrough  product  and  company 
structure.  90%  profit  margin.  No  seUing 
expenence  required,  no  employees,  no 
travel,  no  ML.M.  2  Minute  message 
1-800/432-0018  Ext.  2776 
Freedom  Associates 


Business  Opportunities 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment LeasesUom  Sl.OOOto 
$10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

k  The  Loan  Consultants,  Inc.  . 


OPPORTl'MITY  KMOCKS 


Once  in  a  while  j  buMncs^ 
opportunity  comes  along  that  will 
never  repeal  use!/,  an  opportunity  so 
strong  that  limini;  i.s  of  the  essence 
for  the  select  few  who  take 
advantage.  We  know  that  our 
proven,  ten  year  old  program  is  so 
profitable  with  respect  to  return  on 
investment  that  we  urge  you  to  talk 
to  our  dealers  If  you  have  sales/ 
mgmt  skills  and  can  invest  in  a 
proven  business  which  will  give  you 
extremely  high  income,  an  exclusive 
protected  area,  training,  leads, 
secured  accounts  to  call  on.  then  let's 
talk.  Areas  going  fast. 

1-800-601-7200 


Import  Opportuniti 


SOURCES  FROM 


•  contract  manufactur 
•  product  sourcing 
Our  largest  alliance  of  manuf 
groups  in  Mainland  China  a 
Please  contact: 

China  Products,  In 

2601  S.  Lemay,  Suite  7-4" 
Fort  Collins.  CO  80525, 
Tel:  970-229-1842;  Fax  970-3.' 


Advanced  Ed. /MBA  Prf: 


GIS5 


U   N    I   V   E    R   S   I    T  1 

EXTERNAL  MBA  PRd  I 


♦  ACCREDITED  by  North  Ce' 
Association  of  Colleges  anci 

♦  No  classroom  attendance  reqif 

♦  Eam  your  MBA  degree  in  2  yl 

♦  Video,  audio  and  Internet  ina 

♦  Founded  1877,  serves  9,000  f 


For  free  Regis  MBA  vided  I 
application  pacitage,  call  to 

-  1-888-MBA-REGli 

'    wim.MBAREGIS.com  I 

PniORITY  CODE  tROIJS 


Education/lnstruci 


mXifi  BY  Distance  Li 

Maior  Bntibli  university  otlers  jccreditl  ' 
Bachelor's  or  GMAT  needed  Chosen  tc 
Intelligence  Unit  as  one  of  world's  best  Ml 


HERIOT  WAH  UNIVERSITY  I  (800)  ll 
North  American  Distributor  I  '■•  Asl 
69?!  Stockton  SI,  Suite  2.  El  Cerrito. 
For  immediate  FaxBack  literature:)) 
tax  mactiine's  phone,  call  (510)  418 


EXTERNAL  DEGli 

BA/BS  MS/MBA  PhllK 
Credit  lor  work  &  life  expefffj 
(800)  444-8569  (24  If- 

LaSalle  UNivEm 

I  Dept  569  Mandevllle.  LA  7^ 


INVEST  IN  Y 


Yuuf  VAI  .Iil-  Is  Wndt  You  It 
Appritvcd  BS  s  and  Masicis  m  Birfu|^ 
Engineenng  Through  Distance  i 


CNU 


IhW  Panhenia  Slrccl,  Nunh  Hills 

For  Catalog  Call  1-800-7J 
Web  Site:  http:  //www.cm 


University  De 


Approved  Self  Paced  Hoi' 
Associate  Bachelors  Mastei' 

Emphasis  in:  Business  Admin  P 
Health  Care  Admin,  Human  i 
Finance,  Int'l  Business,  Tech 
Paralegal,  Psychology,  Comput^^ 
http://www.scups.e' 
Email:  enroll@scups 
1-800/477-2254(24  1- 

Southern  California  Unif, 
for  Professional  Stu(j(g 
1840  E.  17  St-BW,  Santa  Ana^ 
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SWIPE  SHOES 


EEEEEE,  SIZES  5-13 
\f  ISO  s^es' Free  catalog 


COCK  SHOES.  INC. 

j5B  Hingham,  MA  02043 
1-800-992-WIDE 


siness  Services 


RPORATION 


nformation 

tales  and  Offshore 

Service  and  Low  Prices 

orate  Creations® 

ww.corpcreations.com 
•110 'Fax  305-672-9110 


ADEMARK 


ersonal  Checks 

A/ith  the  purchase  of  600 
-To-A  Page  Business  Checks 

inly  ^9^^+  S&H 
(Offer  good  thru  12/31/97) 

800-239-4087 


RCH  REPORTS 


DEMIC  TOPICS  AVAiLABLEI 

for  tlie  290  page  catalog. 

men  reports  also  avaiiaoie. 
EARCK  ASSISTANCE 
22  Idaho  Ave ,  #206BF 
)S  Angeles,  CA  90025 
HOTLINE:  800-351-0222 

01  310-477-8226 


-ranchising 


0-323-9000 

iomprehensive 

3  Accounting  Network 

rbsaccountin^com 


i  STORAGE  SYSTEMS 

\  Home  Office  •  EnlertammenI  Cenler 
Large  exclusive  lemlnnes  V 
on-going  suppori  r'\0^i>J 

AX(M0)53R-2t)76  T 
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fo\ir  Business"  seminars, 
nation  on  franchising. 
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Corporate  Gifts 


Logo  Tattoos 


Jl 


1000  Temporary  Tattoos  with  your  Logo, 
Just  $189.00!!! 
or  2000  TaltOOS,  Just  $299.00!! 

plus  S7  00  SSH  (CA  add  7  25%  sales  lax) 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwork .  along  wi!h 
a  check,  company  P.O.  or  Visa  /  MC  «  lo: 


Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  fordelivery 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LASERJET  COLORPRO  DRAFT/MASTER 
DESKJET  DRAiTPRO  DESIGNJET 

ELECTROSTATIC  PLOTTERS  RLKa.EDWRITER 

HP  9000  workslations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

41 17  Second  Ave  S  Birmingham.  AL  35222 
Phone  205/591-4747  Fax  205/591-1108 
800/638-4833  •  e-mail  sales@dasher  com 


Insurance 


$1 ,000,000 

LIFE  INSURANCE 


10  Yr  15  Yr   20  Yr 

Age 

Level  Level  Level 

Survivor- 

Term Term  Term 

ship 

35 

$S$  Save  $$$ 

Call 

45 

Low,  Low  Rates 

For 

55 

High-Rated 

Low.Low 

65 

Companies 

Prices 

Rates  chosen  from  over 
200  fine  companies.  Preferred 
and  impaired  risk  underwriting 
capabilities. 

Check  for  availability  in  your  slate 

Call  for  a  Free  Customized 
Quotation  on  any  desired 
amount  and  plan. 

1-800-444-8715 

Gersten  Financial  & 

Insurance,  Inc. 
189  Reservoir  Street 
Needham,  MA  02194 


Sales  Promotion/Piemiums 


-  Use  Promotional  Products       pMt  "11^  7c« 


PromoDirect's™  Multimedia  Catalog  g;ijl3  <>-*^ 


100%  Satisfaction 
Money  Back  Guarantee 


Introductory  offer  95 
CD-ROM  Feahires: 

Hundreds  of  promotional  products,  best  prices! 
See  your  logo  on  each  product. 
Searcti  for  product  by  your  needs 
'  Order  via  your  computer 
•  No  salesperson  calling  on 


http://www.|>rfrmo(lireet.eom/buswk 

Phone:  (805)  383-2800  •  Fax:  (805)  383-2803 
Modem:  (805)  383-2802  •  email:  save@promodirect.com 


Fine  Art 


DALi 

Collect  Rare,  Authentic  i 
Limited  Editions  J 
from  S  2S00  1 

call  for  catalog  ] 
1-800-999-DALI 

or  (310)  798-1360  ^ 

w 

SILVERSTATE  FINE  ART 

Tennis/Golf  Events 


^TICKETS 


Q. 

s 

i 

E 

s 

i 

CHi 

1 

us  Open 


Golf 


web  site 
vwvw. 
tennistours. 
com 


800  468  3664 


.  602  990  > 


Investment  Services 


GO  PUBLIC 


PUBLIC  SHELLS 
AVAILABLE 

TEL  310-556-6820 
www.bkl.com 


Corporate  Gifts 


^iiow  your  clients 
you  mean  business. 

Wait  for  them  in  tlie  loclter  room. 


PROMOMART 

http://www.promomart.com/bw 

pens,  towels,  walches 
and  a  few  thousand  other 
impnnlable  things 

Enter  to  win  $1,000 
in  your  choice  of  merchandise. 

Visit  http://www.promomart.com/bw 


Natural 
Smol<ed  Fisii 
From  North 
Carolina's 
^n^fkiA  li^iiAfisit  Outer  Banks 

Free  Catalog 
1-800-589-1690 


Financial/Business  Services 


Own  a  Business? 

Get  Financial  Clout! 


Buy  Al  Rotola's  7-step  guide  to  grow- 
ing your  business.  Financial  Clout. 
Get  almost  anything  on  corporate 
credit — with  no  personal  guarantees! 

Only  $49.95.  Your 
choice  of  hook  or 
audio  tape. 

Plus,  eliminate  cash 
flow  problems  with 
Al's  popular  book 
Banking  Tactics. 
only  $24.95 


-     Special  Offer 

Financial  Clout  Tape  & 
Banking  Tactics  Book-a  $74" 
value  only  *39'^ 

Please  add  .$4.1 0  S&H  and  ST  where 
applicable,  MC.  VISA  &  Amex  accepted 
We  offer  live  one-day  work.sliops 
nationally.  &  private  counseling  by 
appointment.  For  ,sctiedule.s, 
prices  and  to  order  call: 

(800)828-7138 

Oioup 

Unconventional  Solutions  to 
Conventional  Business  Problems' 

Fax  714-367-2838 
Email:  Clout@Nam.lnc.com 


'm  transferring  the  money  for  your  semester  abroad.  Take  lots  of  pi 


111^-  _ 

pictures. 


LASTDAYI  Take  our 

Money Whir>Bsnk  Rate  Monitor 

CYBERPOLL  on  online  banking' 


^■"^  Anytime.  Anjvrfiete.  Any  Way  r 
—4—1  Banking  from  CftibanV  | 


Banking  24  hours-a-day.  No  lines.  No  tellers. 
No  waiting.  Simply  point,  click,  and  you're  on. 

Bank  on  America  Online.  Pay  bills  ...  transfer  funds  ... 
and  check  your  balance.  All  in  the  comfort  of  your  own 
home.  Count  on  America  Online  to  bring  you  the  ease 
and  convenience  of  banking  from  home. 

There's  something  for  everyone  on  America  Online. 

From  tracking  your  portfolio  to  "chatting"  about  your 


wrw^m  Would  you  pay  an  inierest  rste  of 
(Uliyif  60%  10  boiiciw  3  few  buck!^ 
;  against  your  direcJ  deposit? 


HHot  Equities  AbioAd 

,  Ap*'rk7-A'0tliJ  economy  and  mtgiri^ 
*      corpoiste  piodK  mentiit'':  time  lo  hi' 


Bl  liW  Ddily  llnetmg 

OiWonvi  SsdfJ*m  A  np.*- online 
:      'w\'&y  PlUi  Keymaikeiinfodo; 


favorite  hobby.  From  breaking  news  to  business  forums. 
From  non-stop  sports  action  to  unlimited  Internet  access. 

Plus  you  can  enjoy  BusinessWeek  Online.  Leaf  through 
the  magazine's  electronic  pages  for  global  business 
information  and  analysis  -  before  it  hits  the  newsstand. 
Even  interact  with  editors  and  newsmakers  online. 

Time  really  is  money.  Now  you  can  manage  both  with 
America  Online. 


Simply  point,  click,  and  you're  QN 

Try  AOL  FREE  for  50  Hours-  caii  Today  1  -  800-784-1  1  ^ 
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isiness  Week  Index 


DUCTION  INDEX 


ange  from  last  week  0  3% 
ange  from  last  year:  6.6% 


PRODUCTION  INDEX 


Jan  May  Sept  Jan 

996  1996  1996  1997 

index  IS  a  4-week  moving  average 

)duction  index  rose  modestly  in  the  week  ended  Jan.  H.  Before 

!ion  of  the  four-week  moving  average,  the  index  also  edged  up,  to 

from  136.3.  After  two  weeks  in  which  holidays  closed  plants  at 

k,  seasonally  adjusted  output  is  moving  back  to  a  smoother  uptrend.  In 

ist  week,  output  of  electric  power  was  up  sharply  because  of  unusually 

ialher  across  parts  of  the  nation. 

tun  index  copyright  1997  by  Ttie  lylcGraw-Hill  Companies 


lING  INDICATORS 


PRICES  (1/17)  S&P  500 

LATEST 
WEEK 

776.17 

WEEK 
AGO 

759.50 

YEARLY 
%CHG 

27.9 

RATE  BOND  YIELD,  Aaa  (1/17) 

7.39% 

7.42% 

9.2 

RIAL  MATERIALS  PRICES  (1/17) 

108.9 

108.6 

-1.2 

;SS  FAILURES  (l/lO) 

NA 

NA 

NA 

STATE  LOANS  (1/8)  biihons 

NA 

NA 

NA 

SUPPLY.  M2  (1/6)  billions 

$3,841.7  $3,824.4r 

4.5 

CLAIMS.  UNEMPLOYMENT  ( l/l  l )  thous  323 

355r 

2.2 

:  Standard  &  Poor's.  Moody's,  Journal  of  Commerce  (inde 
eet  (failures  of  large  companies).  Federal  Reserve,  Labor 

X:  1990=100),  Dun 
Dept 

REST  RATES 

L  FUNDS  (1/21) 

LATEST 
WEEK 

5,33% 

WEEK 
AGO 

5.14% 

YEAR 
AGO 

5.44% 

ICIAL  PAPER  (1/22)  3-month 

5.44 

5.46 

5.35 

GATES  OF  DEPOSIT  (1/22)  3-month 

5.41 

5.43 

5.36 

lORTGAGE  (1/17)  30-year 

8.04 

7.99 

7.30 

ABLE  MORTGAGE  (1/17)  one  year 

5.85 

5.78 

5.59 

1/21) 

8.25 

8.25 

8.50 

I     F'-'deral   Reserve,   HSH  Associates,   Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


STEEL  (1/18)  thous.  of  net  tons 

LATEST 
WEEK 

1,954 

WEEK 
AGO 

1 ,997r# 

YEARLY 
%  CHG 

-3.9 

AUTOS  (1/18)  units 

116, 180 

1 14,D0yr# 

8.3 

IHUItRo  (1/18)  units 

125,925 

120, 1  bbrff 

27.6 

ELECTRIC  POWER  (1/18)  millions  of  kilowatt-hrs. 

NA 

65,741# 

NA 

CRUDE-OIL  REFINING  (1/18)  thous.  of  bbl./day 

NA 

13,774# 

NA 

COAL  (1/11)  thous.  of  net  tons 

20,253# 

19,773 

21.1 

LUMBER  (1/11)  nnillions  of  ft. 

477. 9# 

298.9 

4.3 

RAIL  FREIGHT  (1/11)  billions  of  ton-miles 

25. 6# 

22.9 

10.8 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept  ,  WWPAi.  SFPA:'.  Association  of 
American  Railroads 

PRICES  t 

GOLD  (1/22)  $/troy  oz. 

LATEST 
WEEK 

351.200 

WEEK 
AGO 

354.450 

YEARLY 
%  CHG 

-12.7 

STEEL  SCRAP  (1/17)  #1  heavy,  $/ton 

133.00 

131.50 

-8.0 

COPPER  (1/17)  e/ib. 

112.1 

112.1 

-5.4 

ALUMINUM  (1/17)  e/ib. 

77.0 

75.0 

2.0 

COTTON  (1/18)  strict  low  middling  1-1/16  in.,  e/lb.  70.26 

70.08 

-12.5 

OIL  (1/21)  $/bbl. 

24.37 

24.86 

30.0 

CRB  FOODSTUFFS  (i/2i)  1 967=100 

234.18 

236.44 

0.5 

CRB  RAW  INDUSTRIALS  (i/2l)  1967=100 

340.34 

340.11 

3.3 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,   NYMEX,  Commodity  Research  Bureau 

l^eeA,  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (1/22) 

LATEST 
WEEK 

118.85 

WEEK 
AGO 

117.24  1 

YEAR 
AGO 

06,60 

GERMAN  MARK  (1/22) 

1.64 

1.59 

1.49 

BRITISH  POUND  (1/22) 

1.65 

1.68 

1.51 

FRENCH  FRANC  (1/22) 

5.52 

5.37 

5.10 

ITALIAN  LIRA  (1/22) 

1594.5 

1548.5  1604.5 

CANADIAN  DOLLAR  (1/22) 

1.34 

1.34 

1.38 

MEXICAN  PESO  (1/22)' 

7.792 

7.809 

7.400 

TRADE-WEIGHTED  DOLLAR  INDEX  (1/22) 

101.5 

100.2 

97.3 

Sources:  Major  New  York  banks  Currencies  expressed  in  units  per  U.S.  dollar, 
except  for  British  pound   in  dollars.   Trade-weighted   dollar  via  J  P.  Morgan 


a  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
.  I-Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn,         3=Free  market  value       NA=Not  available       r=revised       NM^Not  meaningful 


E  WEEK  AHEAD 


G  HOME  SALES 

;n,  27,  10  a.m.EST>  Sales  of 
ines  probably  slipped  to  an 
of  4  million  in  December,  from 
iiilion  pace  in  November.  That's 
an  forecast  of  economists  surveyed 
■iternational,  one  of  The  McGraw- 
panies. 

WENT  COSTS 

Jan.  28,  8:30  a.m.EST^  Total 
d  benefits  for  civilian  workers  like- 
;ed  by  0.8%  in  the  fourth  quarter 
third,  says  the  mms  survey.  That's 
i  0.6%  rise  in  the  third  quarter 
d  be  3.1%  above  the  year-ago  lev- 
nall  acceleration  is  suggested  by 


the  pickup  in  grow/th  of  average  hourly 
wages  reported  by  the  Labor  Dept.  The 
growth  m  benefits  was  probably  unchanged, 
at  a  0.6%  quarterly  gain. 

CONSUMER  CONFIDENCE 

Tuesday,  Jan.  28,  10  a.m.EST>-  The  Con- 
ference Board's  index  of  consumer  confi- 
dence probably  slipped  to  112  in  January, 
after  jumping  more  than  four  points  in 
December,  to  1 13.8. 

DURABLE  GOODS  ORDERS 

Wednesday,  Jan.  29,  8:30  a.m.EST>-  New 
orders  for  durable  goods  likely  rose  0.8%  in 
December,  says  the  mms  forecast.  Orders 
dropped  1.5%  in  November. 


REAL  GROSS  DOMESTIC  PRODUCT 

Friday,  Jan.  31,  8:30  a.n).EST>  The  mms 
median  forecast  expects  that  the  economy 
grew  at  an  annual  rate  of  3.3%  in  the 
fourth  quarter,  after  a  2,1%  rise  in  the 
third.  Consumer  spending  bounced  back, 
and  foreign  trade  added  to  growth.  In  fact, 
a  sharp  narrowing  in  net  exports  could  have 
boosted  real  gdp  growth  to  above  4%  last 
quarter.  Prices  economywide  likely  rose  at  a 
2.1%  pace,  from  2%  in  the  third  quarter. 

NEW  HOME  SALES 

Friday,  Jan.  31,  10  a.m.EST>-  New  homes 
probably  sold  at  an  annual  rate  of  750,000 
in  December.  That's  down  sharply  from  the 
772,000  sold  in  November. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

I  Monday 

Wniilrl  unii  turn  dnwi 

I 


I 


Would  you  turn  down  millions 
from  Microsoft?'  That's  what 
Louis  Rosenberg  of  hot  little 
joystick  maker  Immersion 
Corp.  did-and  he  will  tell  us 
why  he  opted  to  go  it  alone, 
m  another  of  the  weekly 
Business  Week  Enterprise 
chats  designed  especially  for 
small  business  and 
entrepreneurs.  Jan.  27 
8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 

Wednesday 

BWOnlme's  You  &  Your 
Health  series  continues  with 
a  focus  on  insomnia-what 
causes  it  and  how  to  treat  it. 
Stay  awake  to  talk  with  Dr. 
Rafael  Pelayo  of  the  Stanford 
Sleep  Disorders  Clinic,  a 
leader  in  sleep  research. 
Jan.  29 

8  p.m.  EST  in  the  Cohseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event 


For  a  free  trial  diskette 
including  10  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A  M  E  Ryl^C  A 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Comp^^ies  listed  only  in  tables  are  npt  included. 


Acorn  Fund  (ACRNX)  62 
Adobe  Systems  (ADBE)  22,140 
Advanced  Health  (ADVH)  116 
Aetna  (An)  34 
Alexander  &  Associates  36 
Allergan(AGW  122 
American  Airlines  (AMR)  46 
American  Home  Products 
(AHP)  128 

America  Online  (AOL)  6 
AMR  (AMR)  134 
Apple  Computer  (AAPL)  6 
Applied  Materials  (AMAT)  112 
Associated  Group  126 
AT&TO)  36,40,46, 134 
Auto-By-Tel  46 
Automobiles  Citroen  54 

B 


Babson  Value  Fund  (BVALX)  66 
Backer  &  Spielvogel  15 
Banc  One (ONE)  34 
Baron  Asset  Fund  (BARAX)  62 
Barr  Laboratories  (BRL)  128 
Bausch  &  Lomb  (BOL)  6 
Bay  Networks  (BAY)  40, 112 
Be  6 

Bloomberg  Financial  Markets  38 
BMW  52 

Boeing  (BA)  34,46 
Books  That  Work  22 
Booz  Allen  &  Hamilton  38 
Bristol-Myers  Squibb  (BMY)  58, 
126,128 

British  Airways  (BAB)  15 


Chase  Manhattan  (CMB)  34, 46, 
116 

Checkpoint  112 
Chemical  Banking  116 
Chiron  (CHIP)  122 
Chrysler  (C)  37,40,54 
CIDCO  8 

Cisco  Systems  (CSCO)  76 
Citicorp  (CCD  76, 116 
Cleveland  Brovvns  46 
Client  Valuation  Services  140 
Coca-Cola  (KO)  40 
Columbia/HCA  Healthcare 
(COL)  34 

Compaq  Computer  (CPQ)  22,34 

Conference  Board  147 

Conrail  (CRR)  34 

Continental  Airlines  (CALA)  46, 34 

Cooke  &  Bellier  36 

Cordiant  15 

Cowen  116 

CSX (CSX)  34 

Curchin  143 


Daimler  Benz  (DAI)  52 
Dancer  Fitzgerald  15 
Dataquest  40 
DayStar  Digital  6 
Dean  Witter  (DWD)  36 
Delaware  Management  122 
Delta  Air  Lines  (DAL)  34 
Deutsche  Bank  52 
Dillon  Read  128 
Donaldson  Lufkin  Jenrette 
(DU)  46 

Donnelley  (R,R,)(DNY)  36 
Dow  Jones  (DJ)  38 


Drake  Software  140 
DRI/McGraw-Hill  (MHP)  37 
Duramed  Pharmaceuticals 
(DRMD)  128 


Eastman  Kodak  (EK)  40 
Electronics  for  Imaging  (EFII)  112 
Ernsts  Young  140 
ESILederle  128 
Evergreen  Capital  Markets  112 
Exponential  Technology  6 
Exxon  (XON)  40 


Fidelity  Investments  34, 62, 66 
First  USA  (FUS)  34 
Fokker  52 
Ford  (F)  37,  52 
Forte  50 

Fox  Broadcasting  (NWS)  118 
Franklin  66 

Freedom  Broadcasting  118 
Fnedman  Billings  Ramsey  116 

G 


Gateway  2000  (GATE)  22 
General  Electric  (GE)  46 
General  Motors  (GM)  37, 50, 52, 
54 

Georgia-Pacific  (GP)  40 
Glaxo  Wellcome(GLX)  58 
Global  Concepts  8 
Goldman  Sachs  6, 42,  52 
Green  Bay  Packers  118 
Greet  street  8 

H 


Hallmart(  8 

Hambrecht  &  Quist  (HMQT]  112 
Hay  Group  15 
Hengehold  Capital 
Management  62 
Hewlett-Packard  (HWP)  112 
Higgins  Associates  62 
Honda  (HMO  37 
Hughes  Electronics  (GM)  34 

I 


Ibbotson  Associates  66 
IBM  (IBM)  6,34,40,76,134 
ICN  Canada  128 
IMG  118 

Independent  Strategy  50 

InfoGear  8 

Informix  (IFMX)  134 

Intel  (INTO  6,22,40,76,112 

International  Strategy  & 

Investment  30 
Intuit  (INTU)  140 
Ivesco  strategic  Gold  Fund 

(FHLSX)  66 


Janus  Worldwide  Fund 
UAWWX)  66 

Jerusalem  Global  Consultants  112 
K 


Kissinger  Associates  49 
Kmart  (KM)  66 
Kobs&  Draft  15 
Kohlberg  Kravis  Roberts  46 

L 


Lanston  (Aubrey  G  )  39, 39 
Larson-Davis  (LDII)  116 


Lazard  Freres  61 

Legend  Financial  Advisors  62 

Lindner  Fund  (LDNRX)  66 

LIN  Television  46 

Lotus  Development  (IBM)  40 

Lucent  Technologies  40 

M 


Mairs  &  Power  Growth  Fund  66 
M&CSaatchi  15 
Mars  15 

Maxwell  Technologies  140 
Mazda  37 

McDonnell  Douglas  (MD)  34 
McGraw-Hill  (MHP)  30, 147 
MCI  Commnications  (MClO  134 
Mercedes-Benz  (DAi)  52, 54 
Merck  (MRK)  122 
Merger  Fund  (MERFX)  62, 66 
Merrill  Lynch  (MER)  6,  34 
Meta  Group  134 
Metromail  36 

Microsoft  (MSFT)  18,22,34,36, 
40, 134 

Midas  Fund  (EMGSX)  66 
Midland  Bank  15 
MMS  International  (MHP)  147 
Mobil  (MOB)  40 
Montgomery  Securities  112 
Morgan  (J.P)  (JPM)  50, 52 
Momingstar  62, 66,  76 
Motorola  (MOT)  6,22,40 
Mutual  Discovery  62 

N 


NatWesi  Securities  (NW)  34 
NBC  (GE)  46 
NCR(T)  134 
NeoVista  Solutions  134 
Netscape  Communications 
(NSCP)  22,40 
New  England  Patriots  118 
News  Corp.  (NWS)  118 
NeXT  Computer  6 
Nextrend  37 
Nissan  37 

Norfolk  Southern  (NSC)  34 
Northwest  Airlines  (NWAC)  44 
Novo  Nordisk  (NVO)  58 
Novos  Planning  Associates  62 


Oakland  Raiders  118 
Oppenheimer  38 
Oracle  (ORCL)  134 


PaineWebber  34 
Parsons  Technologies  140 
Personal  Health  &  Hygiene  46 
Peugeot  54 
Pfizer  (PFE)  58 

Pharmacia  &  Upiohn  (PNU)  58, 
122 

Pharma  Strategy  122 
Philips/Magnavox  8 
PKU  Winning  Biotech  58 
Power  Computing  6 
Procter  &  Gamble  (PG)  15 
Prudential  40 


Raytheon  (RTN)  34 
Reuters  Holdings  (RTRSY)  38 
Robertson  Stephens  62, 112 
Rockwell  International  (ROK)  40 
Royce  Micro-Cap  Fund(RYOTX)  66 
Royce  Premier  Fund  (RYPRX)  66 
Runzheimer  International  30 


Saatchi  &  Saatchi  15 
Salomon  Brothers  (SB)  52 
Schenng-Plough  (SGP)  122 
Schroder  Wertheim  38 


Scudder  Gold  Fund  (SCC») 
Scudder  Growth  &  Inconfu 
(SCDEX)  66  j 
Securibes  Data  34, 112' 
Siemens  50 

Silicon  Graphics  (SGI)  M 
Smallcap  World  Fund  (Sa 
SMH  Swatch  52 
Smith  Barney  46  ' 
Smith  Breeden  Equity  PI 
Fund  76 

SmithKline  Beecham  (H  ;■ 
SoGen  International  62 
Sony(SNE)  8 
Sound  Shore  Fund  66 
Source  One  Mortgaj.'!-  * 
Spectra  Fund  76 
Standard  &  Poor's  (MHI' 
76,150 

Strategic  Insight  62  ■ 
Stream  International  T 
Styling  Technology  i 
Sun  Microsystems  (o.  . 
112 

Sybase (SYBS)  134  . 
Synmatix  126 


TamirFishman  112 
Tandy  (TAN)  12 
Ted  Bates  Advertising 
Telebras  66 
Telerate  38 
Thinking  Machines  1J 
3Com(COMS)  76,112 
Time  Warner  OWX)  111 
Torray  Fund  aORYX)  7 
Toyota  aOYOY)  37 
Two  Crows  134 

U 


Ubi  Soft  Entertainment 
Ugly  Duckling  (UGLY) 
UltraGem  134 
Umax  6 

United  Airlines  (UAL)  4 
Universal  Tax  Systems 
Unterberg  Hams  116 
U.S.  Healthcare  (Ul 
USWest(USW)  40,  i; 

V 


Value  Health  (VH)  34 
Vanguard  Group  62,6 
Visual  Interface  126 
VInap  50 

Volkswagen  50, 54 
VolpeWelty  116 
Volvo  (VOLVY)  122 

W  

Walden  Israel  112 
Wal-Mart  Stores  (WMT) 
Walt  Disney  (DIS)  118 
Warburg  Pincus  Small 

Value  Fund  116 
Weiss  Peck  &  Greer  1 
Westinghouse  (WX)  11 
Wesb«ood  Equity  Fund 

Class  76 

White  Oak  Growith  Stoi 
WPP  Group  15 
Wyeth-Ayerst(AHP)  1: 


Xian-Janssen  58 


Yamaha  22 
Yankelovich  15 


Zurich  Kemper  Investr 
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i^estment  Figures  of  the  Week 


soo 

July    Jan.  Jan.  16-22 


U.S.  MARKETS 


%  change 
Week  Year 


;90 

786.23 

780 


k Change  1 -week  change 
i%  +2.5% 


ENTARY 

r  week  of  record  highs 
II  Street.  Fed  Chairman 
Ireenspan,  whose  "irra- 
exuberance"  remarks 
ed  a  sell-off  in  Decem- 
jased  investors  with  his 
.  testimony  before  Con- 
He  left  them  confiaent 
t  about  to  raise  interest 
The  rally  also  drew 
h  from  strong  fourth- 
r  earnings,  especially 
lading  tech  companies 
s  Microsoft  and  Com- 
jt  IBM's  profit  report  dis- 
ted  the  Street,  which 
d  10  points  off  Big 
stock  on  Jan.  22. 


EST  RATES 


iURY  BOND  INDEX 

luly    Jan.  Jan.  16-22 


■  1495 

:  148281 

■  1470 


:hange        1 -week  change 
-0.3% 

■mberg  Financial  Markets 

«US  Diversified  »AI!  Equity 
return        52-week  total  return 


Dow  Jones  Industrials 

6850.0 

1.8 

31.2 

NASDAQ  Combined  Composite 

1388.1 

4.1 

34.8 

S&P  MIdCap  400 

266.5 

1.7 

24.4 

S&P  SmallCap  600 

148.1 

0.2 

25.4 

S&P  SuperComposite  1500 

169.0 

2.3 

27.7 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

248.1 

3.3 

29.4 

S&P  Financials 

87.7 

3.6 

41.8 

S&P  Utilities 

205.0 

1.1 

3.0 

PSE  Technology 

265.4 

3.6 

33.4 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4219.1 

1.4 

12.4 

Frankfurt  (OAX) 

3028.7 

1.3 

26.7 

Tokyo  (NIKKEI  225) 

18,013.9 

-0.4 

-10.8 

Kong  Kong  (Hang  Seng) 

13,692.8 

-0.5 

25.0 

Toronto  (TSE  300) 

6058.7 

-0.1 

24.9 

NIexico  City  (IPC) 

3708.0 

-0.5 

20.1 

FUNDAMENTALS 

Latest 

Week 

ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.85% 

1.88% 

2.22% 

S&P  500  P/E  Ratio  (Last12mos.) 

21.8 

21.6 

17.3 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 6.7 

16.5 

NA 

First  Call  Earnings  Surprise* 

2.63  % 

4.59% 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

688.7 

685.5 

Positive 

Stocks  above  200-day  average 

72.0% 

72.0% 

Negative 

Options:  Put/call  ratio 

0.48 

0.51 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.89 

1.85 

Positive 

BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Hardware  &  Tools 

16.9 

Oil  &  Gas  Drilling 

138.1 

Electric  Instruments 

14.2 

Semiconductors 

95.8 

Cosmetics 

14.0 

Shoes 

88.3 

Semiconductors 

13.7 

Personal  Loans 

61.1 

Trucking 

13.6 

Money  Center  Banks 

56.7 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Gold  Mining 

-6.8 

Gold  Mining 

-21.8 

HMOs 

-6.0 

Broadcasting 

-18.5 

Specialty  Appar.  Retailers 

-5.7 

Trucking 

-14.7 

Manufactured  Housing 

-5.1 

Steel 

-10.9 

Hospital  Management 

^.0 

Restaurants 

-6.0 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

Texas  Instrument 

62  V2 

-1^/8 

Caterpillar 

76^8 

Micron  Technology 

29 '/8 

Aetna 

74'/8 

-1  1/4 

integrated  Device  Technology 

11  V4 

-l'/8 

United  Healthcare 

45 '74 

-1  V8 

Decline  ahead?  Stocks  with  most 
sigfiiticant  selling  on  price  strength 

Price 

1-month 
change 

Intel 

148Vi6 

15"/,  6 

Microsoft 

95 

11  V4 

Sun  Microsystems 

33^/8 

43/4 

Cisco  Systems 

74'/8 

IOV2 

WorldCom 

26 '/2 

3V4 

Republic  Industries 

39  ^'8 

9 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.96 

4.95 

5.15 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds 

90-DAY  TREASURY  BILLS 

5.16 

5.19 

5.14 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.02 

5.01 

4.86 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.57 

5.60 

5.06 

GENERAL  OBLIGATIONS 

4.91% 

4.89% 

5.51% 

5.53% 

10-YEAR  TREASURY  NOTES 

6.55 

6.53 

5.61 

PERCENT  OF  TREASURIES 

74.98 

75.05 

80.71 

81.46 

30-YEAR  TREASURY  BONOS 

6.83 

6.77 

6.04 

TAXABLE  EQUIVALENT 

7.12 

7.09 

7.99 

8.01 

LONG-TERM  AA  INDUSTRIALS 

7.32 

7.26 

6.66 

INSURED  REVENUE  BONDS 

5.04 

5.01 

5.76 

5.77 

LONG-TERM  BBB  INDUSTRIALS  7.74 

7.68 

7.04 

PERCENT  OF  TREASURIES 

76.96 

76.89 

84.37 

84.99 

LONG-TERM  AA  TELEPHONES 

7.52 

7.47 

7.00 

TAXABLE  EQUIVALENT 

7.30 

7.26 

8.35 

8.36 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 

Lexington  Troika  Russia 
Vontobel  Eastern  Europ.  Eq. 
Pin  Oak  Aggressive  Stock 
Fidelity  Sel.  Electronics 
American  Heritage 

Leaders 

52-week  total  return 


Laggards 

%    Four-week  total  return  % 

26.2  Warburg  Japan  OTC  Comm.  -8.5 

21.3  Fidelity  Japan  Small  Co.  -8.2 
13.7  Capstone  Nikko  Japan  -8.1 
13.1  Japan  -8.1 
13.0  DFA  Japanese  Small  Co.  -7.8 

Laggards 

52-week  total  return  % 


EQUITY  FUND  OBJECTIVES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


% 


lingstar,  Inc. 


State  St.  Res.  Glob.  Res.  A  87.4 

Interactive  Inv.  Tech  Value  83.7 

Portico  MicroCap  Instl.  78.0 

PBHG  Technology  &  Commun.  73.8 

Fidelity  Sel.  Energy  Serv.  64.6 


United  Svcs.  Gold  Shares 
Fidelity  Japan  Small  Co. 
Steadman  Technology  Grth. 
DFA  Japanese  Small  Co. 
Matthews  Korea 


-38.7 
-29.7 
-29.2 
-27.9 
-26.8 


Diversified  Emerging  Market 
Specialty-Technology 
Maximum  Growth 
Specialty-Communication 
Small  Company 

Leaders 

52-week  total  return 

Specialty-Natural  Resources  36.6  Specialty-Precious  Metals  -7.4 

Specialty-Technology  36.1  Pacific  2.1 

Specialty-Real  Estate  35.7  Foreign  11.8 

Specialty-Financial  34.4  Specialty-Utilities  12.2 

Small  Company  28.0  Diversified  Emerging  Market  13.3 


9.1  Specialty-Precious  Metals 

7.9  Pacific 

6.1  Multiasset  Global 

5.9  Asset  Allocation 

4.9  Balanced 

Laggards 

%  52-week  total  return 


-2.4 
1.4 
1.9 

2.3 
2.4 

% 


5  of  market  close  Wednesday,  Jan.  22,  1997.  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Jan  21.  For  a  more  detailed  explanation,  write 
e  S&P  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek,com  NA=Not  available  "'Vanguard  Index  500  Fund 
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Editorialsi 


A  DEEPER  LOOK  AT  THE  BULL  MARKET 


Is  the  levitating  stock  market  ovei"valued  and  ready  to  go 
down?  Or  is  it  being  fundamentally  revalued  and  poised  to 
rise  further?  This  much  is  certain:  The  number  of  coiporations 
announcing  surpiisingly  high  quaiterly  earnings  is  remai'kable. 
Wall  Street  Cassandras  forecasting  low  economic  growth  and 
weak  profits  for  the  fourth  quarter  were  wrong — again — 
while  bullheaded  investors  who  poui'ed  a  I'ecord  $200  biUion 
into  equity  mutual  funds  in  1996  look  pretty  smart.  Corporate 
earnings  have  been  the  bedrock  for  the  spectacular  55%  rise 
in  equity  prices  over  the  past  two  years,  and  while  the 
growth  rate  of  earnings  is  down  from  its  lofty  heights,  it  still 
shows  startling  vim  and  vigor.  That's  the  good  news. 

The  bad  news  is  that  the  market  is  tiering — indeed,  all  ma- 
jor stock  markets  around  the  world  are  splitting  into  two 
groupings.  A  brand-new  Global  Nifty  Fifty  is  revealing  itself 
in  New  York,  Tokyo,  London,  Frankfurt,  and  elsewhere, 
composed  of  very  big  multinational  corporations  that  can 
leverage  the  global  economy.  These  multinationals  have  the 
technology,  scale,  and  products  to  take  advantage  of  the 
post-cold-war  tripling  of  the  size  of  world  capitalism.  For 
some  time  now,  their  earnings  and  share  prices  have  outper- 
formed most  small-  and  mid-cap  stocks  in  Asia,  Europe,  and 
the  U.S.  They  are  providing  a  foundation  for  ever  upward 


large-stock  price  indexes,  such  as  the  Standard  & 
500-stock  index,  while  the  small-cap  Russell  2000  falls  b 
Based  on  early  returns,  fourth-quarter  earnings  for 
companies  in  the  S&P  500  appeal-  to  be  flirting  with  doub 
it  gains,  and  there  is  no  sign  of  the  slowdown  that  has 
so  widely  predicted.  In  Japan,  strong  multinational  cor] 
earnings  are  allowing  the  Toyotas  and  Sonys  to  escaj 
death  grip  of  a  sinking  Nikkei.         ,  t^-' 

All  this  means  that  the  individual  investor  should 
rushing  pell-mell  into  stocks.  It  is  critical  for  investors  t 
etrate  the  veil  of  broad  stock  categorizations  to  differed 
equities.  Funds  are  not  always  what  they  appear  to  1 
the  latest  business  week  guide  to  mutual  ftmds  show  - 
62),  one  fund  that  calls  itself  a  "growth  fund"  owiis 
vdth  a  median  capitalization  of  $37  billion.  Another  "g 
fund"  holds  stocks  with  a  median  cap  of  $524  million,  iv 
though  the  two  funds  identify  themselves  in  the  samisv 
they  clearly  don't  invest  the  same  way.  One  invests  inic 
multinationals,  one  doesn't.  They  don't  carry  the  sam^ 
and  they  don't  offer  the  same  returns.    ^  /' 

Homework  isn't  only  for  schoolchildren.  To  take 
tage  of  what  is  happening  in  the  bull  markets  of  the 
boomers  had  better  put  in  the  time  as  well  as  their  d 


THE  BEST  INFLATION  FIGHTER?  COMPETITION 


Here's  the  conventional  wisdom  on  inflation:  Companies 
have  httle  pricing  power.  Global  competition  is  so  fierce 
that  higher  prices  for  raw  materials,  machinery,  and  even  la- 
bor can't  be  passed  on  to  consumers.  Government  statistics 
show  that  the  core  inflation  rate  (inflation  minus  energy  and 
food),  at  2.6%,  is  at  a  30-year  low — and  they're  probably  j 
overstating  it.  (^^^^//J  /  2  V/VX^^-7<^/ 
Here's  the  problem:  The  "average"  inflation  rate  is  hidmg  ^ 
a  gi'owing  number  of  price  iriici*eases.  Check  your  cable  bill 
lately?  It's  probably  up.  Phonebill?)JDitto.  Prices  are  rising 
faster  than  inflation  for  alirhneand  rail  tickets,  medigapliv 
surance,  gas,  drugs,  medical  care,  and  a  host  of  other  items. 
The  nmup  in  oil  prices  has  something  to  do  with  the  hike  in 
transportation,  gas,  and  heating  oil  prices — but  not  entirely. 
And  energy  costs  have  little  to  do  with  price  rises  in  services. 

The  real  culprit  behind  rising  prices  is  market  stickiness. 
Call  it  the  failure  to  compete.  Take  telephone  and  cable 
prices.  The  Telecommunications  RefoiTn  Act  of  1996  deregu- 
lated cable  prices  as  part  of  a  lar-ger  package  designed  to 
boost  overall  competition  by  getting  phone  and  cable  compa- 
nies to  move  into  one  another's  markets.  So  where's  thej' 
competition?  The  major  playei-s  have  shown  httle  wilhng-l 
ness  to  invest  the;  bifflon|\^to_niove^  into  each  other's^jTiarketejp 
but  they  have  aggressively  raised  their  own  prices. 

Higher  fuel  costs  certainly  play  a  I'ole  in  rising  trans- 


'portatj^/dcket^Lbu^  so  do  the  jizzying  consolidati 
ther^linej^d  raUi-oad  industries(_Four  big  i-ailroa^  no 
rol  thelnarket,  and  a  few  giant  airlinesTncreasingly  do 
major  urban  markets.  In  medigap  insurance,  the  gi 
number  of  senior's  li\ing  longer  is  certainly  a  factor  in  i 
rates  up.  But  so  is  a  shrinking  number-  of  companies  o 
the  insurance.  Medical  costs  are  rising  faster  than 
again.  Why?  It  could  be  government  mandates  proh 
one-day  stays  for  bir-thing,  but  it  could  also  be  the 
derby  of  mergers  and  alliances  among  hospitals  and  ma 
care  operators.  //^c-      \  '  >i 

Corporations  have  a  legitimate  argument  in  s^^g ' 
a  global  marketplace,  size  and  scale  improve  comp€ 
ness  (page  34).  Indeed,  the  very  notion  of  competitive  : 
must  be  expanded  to  mean  global,  not  merely  domesti( 
kets.  And  it  may  vei-y  well  be  that  down  the  road, 
consolidations  going  on  in  telecom,  transportation,  ba 
surance,  health  care,  software,  and  other  industries  w| 
to  greater  competition.  But  we  haven't  seen  much  evidJ 
that  yet,  and  consumers  are  beginning  to  pay  the  priif 

Pohcymakers  at  the  Federal  Reser\'e  Bank  wor 
inflation  may  reignite  as  w^ages  move  higher.  Mayt 
should  also  cast  a  concerned  eye  toward  quasi-oligo| 
markets  where  prices  are  already  moving  higher  bee 
the  failure  of  competition. 
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en  aid  you  stop  look' 


.here  was  a  time  when 
travel  was  still  an  adventure  to  you. 
It  opened  your  eyes.  Inspired  you.  A)ul  |j 
always  gave  you  a  fresh  perspective  on  the  world. 

Fortunately  there's  a  place  where  it  still  does. 
Step  into  any  Hyatt  hotel  or  resort,  and  discover 
again  the  joy  of  reaching  a  unique  destination. 

You  might  see  a  magnificent,  23-story  atrium 
in  our  lobby.  Or  a  panoramic  city  view  through 
the  wifuiows  of  one  of  our  meeting  rooms. 

Or  Romanesque  arches  towering 
above  you  in  a  hotel  created 
from  a  historic  train  station. 
And  everything  we  do,  from 
the  fuie  art  we  conunission 
to  die  exceptional  cup  of  coffee  we 
serve,  will  help  make  your  ne.xt  trip  a 
delightfully  new  experience. 

So  come  stay  with  the  people  of  Hyatt. 
Things  could  start  looking  up  from  the  moment 
you  check  in.  For  reservations,  contact  your  travel 
plaiuier  or  call  Hyatt  at  1-800-233-1234. 


H  YAT  T 


Feel  the  Hyatt  Touch 
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POLITICS  AS  USUAL 


DIAL'D'  FOR  DONORGATE 


TALK  SHOW  iil  think  those  meetings  are  good.  I  think  i\ 
President  should  keep  in  touch  with  people." 

— Bill  Clinton,  defending  White  House  coffee  klatches  involvim 
him,  regulators,  and  campaign  contributors from  business 


THE    INITIAL  FINDING 

stunned  congressional 
Donorgate  investigators. 
And  now  they've  uncov- 
ered more.  Last  fall,  they 
were  surprised  when  they 
found  phone  message  slips 
indicating  that  then-Com- 
merce Dept.  official  John 
Huang  received  calls  from 
federal  bank  examiner  Ken 
Quincy  in  May,  1995 — on  ~ 
the  eve  of  a  critical  exami- 
nation of  Huang's  foiTner  em- 
ployer, troubled  LippoBank 
of  California. 

Congressional  investigators 


HUANG:  Phoi 


ills  Jiagged 


say  a  follow-up  comparison  of 
phone  records,  obtained  by 
the  Federal  Deposit  Insur- 
ance Corp.'s  inspector  gener- 
al, with  the  times  on  the 


message  shps,  indicates  Quin- 
cy indeed  called  Huang  twice. 
Quincy  says  he  doesn't  recall 
placing  any  such  calls. 

The  IG  also  turned  up  a 
call  last  July  from  Gregg 
Golden,  a  senior  fdic 
counsel,  to  Huang,  who 
was  then  working  at  the 
Democratic  National  Com- 
mittee. Like  Quincy,  Gold- 
en says  he  doesn't  know 
Huang — and  says  he  may 
have  been  calling  to  make 
dinner  plans  with  a 
friend's  nephew  then  in- 
terning at  the  DNC. 
~  Hill  investigators  want 
to  know  if  Huang  tried  to  use 
his  influence  to  intei-cede  with 
LippoBank's  regulators. 
Huang  didn't  return  calls  for 
comment.  Demi  Fonst 


CAPITAL  OFFENSES 

THE  SPEAKER  S 
$100,000  QUESTION 

so  IS  NEWT  GINGRICH  (iOING 

to  pay  a  $300,000  fine  or  a 
$300,000  something  else? 
Thei-e's  more  than  semantics 
involved  in  what  to  call  mon- 
ey that  he  must  lay  out  as 
part  of  his  plea  bargain  with 
the  House  ethics  committee. 
The  committee  report  did  not 
put  a  name  on  the  payment, 
merely  chai-ac- 
terizing  it  as 
reimbursement 
for  the  cost  of 
investigating 
the  inaccurate 
statements  the 
Speaker  has 
conceded  mak- 
ing to  the 
ethics  panel. 
Gingrich  and  fellow  Republi- 
cans call  it  a  "cost  assess- 
ment"; Democrats,  a  fine. 

The  Speaker  and  his  de- 
fenders are  so  adamant  on 
this  point  because,  if  he  pays 
a  $300,000  "fine"  from  left- 
over campaign  dollars  or  a 
legal-defense  fimd,  it  would 
be  taxable  income — forcing 
him  to  cough  up  an  extra 
$100,000  or  so  for  the  iKS. 


NEWT:  Fined  f 


His  pals  argue  that  fines  are 
limited  to  instances  of  per- 
sonal financial  gain.  The  iRS 
would  nale  on  the  matter. 

Gingrich  aides  say  he  is 
awaiting  the  advice  of  his  at- 
torney before  deciding  how 
to  pay  the  money.  Democrats 


say  Gingrich  could  avoid  any 
potential  IRS  problems  by 
ponying  up  from  his  own 
pocket.  Meanwhile,  Capitol 
Hill  wags  suggest  calling  the 
$300,000  a  charitable  contri- 
bution to  reduce  the  federal 
deficit.   Richard  S.  Dunham 


THE  LIST  HACKERS' DELIGHT 


Ever  wonder  how  hackers 
break  into  computer  files? 
Too  many  passwords  are  eas- 
ily guessed  by  outsiders, 
especially  if  the  intruders 
know  something  about  their 
mark's  background.  Hackers 
are  often  aided  by  password- 


guessing  software.  The  most 
used  passwords  are  no-brain- 
ers  such  as  the  user's  name, 
according  to  records  from 
Deloitte  &  Touche's  fraud 
unit.  Oddly,  the  second- 
place  choice  to  safeguard 
privileged  info  is  "secret." 


MOST  COMMONLY  USED  PASSWORDS 

1.  YOUR  FIRST  LAST  OR  KID'S  NAME 

2.  "SECRET" 

y/sTRESS-RELATED  words"  ("DEADLINE,"  "WORK") 
BULLS,"  "GOLFER") 


4.  SPORTS  TEAMS  OR  TERMS 

5.  "PAYDAY" 

6.  "BONKERS" 

7.  THE  CURRENT  SEASON 
("WINTER,"  "SPRING") 

8.  YOUR  ETHNIC  GROUP 

9.  REPEATED  CHARACTERS 
("AAAAA,"  "BBBBB") 

lb.  OBSCENITIES,  SEXUAL  TERMS 

DATA:  DELOinE  &  TOUCHE 


GENIUS  WATCH 

A  DRAWING  BOARD 
TO  RECKON  WITH 

TWO  OF  THE   MOST  FAM 

and  mercurial  figures  in^ie 
product-design  world  are  1' 
ing  up.  Iconoclastic  Tiu 
Viemeister  is  leaving  Sii, 
Design,  the  hot  New  "\ 
design  house  that  he  hel;t 
found,  to  join  bad-boy  Ht- 
mut  Esslinger's  succcs 
Sunnyvale  (Calif.)-b; 
ft'ogdesign.  If  the  chemi 
works,  watch  out.  If  it  i 
not — watch  out. 

In  the  U.  S.,  ft'ogdesig . 
best  known  for  designing  p- 
pie  Computer's  Macinlsh 
computers.  Esslinger  dries 
the  design  community  ii 
with  his  ability  to  consul 
rectly  with  top  ceos — andjei 
top  dollar. 

Tucker  Viemeister, 
will  launch  frog's  New 


VIEMEISTER:  Hopping  f(. 

office  and  be  its  creatiM 
rector,  is  named  after  he 
famed  Tucker  car,  desi{i«i 
by  his  dad.  His  Smart  fe- 
sign  is  best  known  forihe 
popular  0X0  Good  Gripinc 
of  products,  which  spor^at 
handles  that  make  kit'je). 
and  garden  utensils  easjto 
grasp  and  use.  Its  manyth- 
er  designs  include  a  C(pee 
carafe  for  Cuisinart. 

Viemeister  will 
Esslinger  implement  f  . 
new   Integrated  Stra' 
Design  progi'am.  This  u3i- 
one-stop  shopping  for  Im- 
panics  in  search  of  ini 
tions  to  expand  theii' 
udw  that  they've 
through  their  downs) 
phase.      Bruce  Nuss' 


4  BUSINESS  WEEK  /  FEBRUARY  10,  1997 


START 


ft™ 


livegear 


8:02AM -"Mr.  Lawson,  the  Chairman 

wants  to  see  your  quarterly  report  in 
his  office.  The  one  with  the  singing  and 
dancing  pie  charts.  By  11  AM.  Sharp." 

8:05AM -"Help  me  out,  Tom.  The 

Engineering  VP  wants  to  copy  our 
schematics  this  morning.  Can  you  take 
your  notebook  there  and  use  your 
Fast  Infrared  port?" 

8:22AM-"Mr.  Lawson,  )ust  a  reminder, 
9:30  video  conference  with  the 
Frankfurt  olfice.  They  received  the 
spreadsheets  you  e-mailed  yesterday." 

8:34AM -"Thanks  for  those  schematic  files, 
buddy.  By  the  way,  your  new  note- 
book's under  5  pounds  and  mine's 
almost  9.  You're  giving  me  4  strokes 
on  the  golf  course,  pal." 

9:17AM -"Lawson,  the  CIO  says  100BaseT 
Fast  Ethernet  is  the  way  to  go  for  our 
new  office  downtown.  Your  new  note- 
book can  access  the  network  easily. " 

10:15AM -^'Tom,  the  data  you  need  is  on 

multimedia  CD.  Bring  your  notebook 
to  Marketing." 

10:33AM -  Guten  Morgen,  Thomas.  Very  good 
conference  call  this  morning.  Sales  are 
up  as  your  analysis  predicted.  The 
spreadsheets  really  helped." 

I  11:30AM -"Tom,  this  is  the  Chairman. 

Great  presentation.  You're  going  to 
our  test  site  in  the  Mojave  Desert  with 
the  Engineering  VP,  my  friend.  It's  a 
full  day  of  meetings,  so  bring  an  extra 
battery  and  a  sleeping  bag.  There's  no 
electricity. " 


^  Texas 
Instruments 


SDUCING  THE  EXTENSA"  900  PORTABLE  COMPUTER.  FOR  PEOPLE  WHO  TAKE  MORE  ELEVATORS  THAN  AIRPLANES. 

i-d  Video.  32-bit  CardBus.  135A\Hz  Pentium  processor.  8X  CD-ROM.  Advanced  PCI  technologv'  tor  Ethernet  10  or  100BaseT  connection, 
nal  port,  and  MPEG2  support.  Weight:  4.9  lbs,  with  base:  7. 1  lbs.  An  extraordinaiy  notebook  to  help  you  do  e.xtraordmary  things.  For  more  informa- 
tion, call  1-800-Tl-TEXAS  e-mail:  2ti@msg.ti.com  Internet:  http://w\\'\v.ti. com/notebook 
Or  tor  a  direct  quote,  vnsit  http://w'\vw.inloquote.com/ti/  and  use  code  TIBWK 


Microsoft 


Internot 
Explorer 


Specifications  depending  on  model.  Extensa,  livegear  and  "Start  Doing  E\traordinar\'  Things,"  are  trademarks  of  Texas 
Instruments  Pentium  and  the  Inlel  Inside  logo  are  registered  trademarks  of  Intel  Corp.  The  Genuine  Microsoft  Products 
logo  IS  a  trademark  and  Microsoft,  Windows  and  the  Windows  logo  are  registered  trademarks  of  Microsoft  Corp.  ©1996  Tl. 


Up  Front 


l-WAY  PATROL 

SEINFELD,  SURFING.  AND  SPINMEISTERS 


WHO  S  WINNINC  THE  BATTLE 

for  America's  eyeballs?  Tele- 
vision or  cyberspace?  Market 
research  by  San  Francisco- 
based  Odyssey 
shows  that  14% 
of  U.S.  house- 
holds were  online 
as  of  July,  up 
from  6%  two 
years  earli- 
er. Online 
buffs  say 
that  must 
be  cutting 
into  TV- 
watching 
time,  while 
networks 
say  that  any 
defections  are  minor. 

Now,  NBC  Television  and 
Ameiica  Online  are  bickering 
over  a  weekly  blip  in  tv 
watching  that  might  be  called 
the  "Seinfeld  effect."  Online 
usage  peaks  around  9  p.m.  on 
weekdays — e.xcept  on  Thurs- 
days, when  it  flattens  out 


JERRY:  Nerd  bait 


or  drops.  That's  when  the 
NBC  hit  comedy  comes  on  in 
most  places. 

The  two  companies  inter- 
pret the  finding  on  Seinfeld 
differently.  To  Horst  Stipp, 
NBC's  research  director,  it 
shows  that  even  computer 
nerds  need  a  break  from 
Web  surfing  and  E -mailing. 
In  contrast,  AOL  sees  the  dip 
during  Seinfeld  and  a  hand- 
ful of  other  upscale  shows 
such  as  E.R.  as  evidence 
that  the  aol  audience  is 
younger,  more  affluent,  and 
more  urban  than  the  aver- 
age TV  viewer. 

What's  more,  aol  and 
Nielsen  Media  Research  say 
that  aol  subscribers  watch 
about  15%  less  television  per 
week  than  the  national  aver- 
age, aol  is  trying  to  use 
these  conclusions  to  lure 
more  advertisers,  arguing 
that  TV  ads  are  underdeHv- 
ering  to  the  most  desirable 
clientele.  Peter  Coy 
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SLUGFESTS 

SO  LONG,  GENTEEL 
MONOPOLY  

PUBLH'-UTILITY  EXECS  ARE 
traditionally  a  staid  bunch. 
But  a  spate  of  vitriolic  at- 
tacks involving  a  big  merger 
signals  how  things  are  chang- 
ing with  deregulation.  This 
tiff  surrounds  the  proposed 
union  of  Milwaukee's  Wiscon- 
sin Energy  and  Northern 
States  Power  in  Minneapolis. 
They  aim  to  form 
Primergy,  serving  2:i 
million  customers  in  five 
states. 

Sparks  began  fly 
ing  recently  when 
a    much  smaller 
utility,  Madison 
Gas  "&  Electric, 
took  out  new.spa- 
per  ads  showing 
two  dark-suite 
gents  dancing  tc 
gether  under 


shower  of  greenbacks,  with 
the  tag  line:  "Millions  for 
them,  higher  utility  rates  for 
you."  MG&E  Chairman  David 
Mebane  claims  Primergy's 
bosses  will  enjoy  "multimil- 
hon-dollar  bonuses,"  while 
rates  rise  for  Madison 
customers,  mg&e,  based  in 
Madison,  Wis.,  buys  power 
from  neighboring  Wisconsin 
Energy's  transmission  sys- 
tem. Mebane  fears  giant 
Primergy,  which  will  sur- 
round him,  will  hike  rates. 

Wisconsin  Ener- 
gy replied  with 
its  own  ad  series 
titled  "Lies,  Lies, 
and  More  Lies." 
The  utility  denies 
e.xecutives  will  get 
merger  bonuses  and 
says  it  will  set  up 
an  independent 
gToup  to  oversee  its 
rivals'    access  to 
electrical  power. 
Richard  A.  Melcher 


DRAWN  &  QUARTERED 


America  (hiUne 


.  pc...^.-  


MOVING  VIOLATIONS 

A  NATION  OF 
SPEED  DEMONS 

UNCLE  SAM  REVOKED  THE  55 

mph  national  speed  limit  a 
year  ago,  and  29  states 
promptly  jacked  up  then-  lim- 
its by  10  mph  to  15  mph. 
So  with  the 
faster  allow-  - 
able  speeds, 
fewer  people  w  < 
are  breaking  the  \  W 
law,  right?  ^ 
Wrong.  A  ^ 
new  study  by 
the  Insurance 
Institute  for 
Highway  Safety  finds 
that  drivers  routinely  exceed 
the  liigher  limits,  too.  The  de- 
gree of  lawbreaking  depends 
upon  the  locale,  particularly 
the  level  of  enforcement.  On 


THE  BIG  PICTURE 


California  urban  intersta 
(now  65  mph),  the  avei:: 
driver  goes  about  67,  ;)n 
Texas  (70),  around  80.  Tiy. 
experts  say  those  avena 
will  creep  up  in  time;  in  il- 
ifornia,  the  average  coulcjl 
72  in  a  year.  (Some  sti5! 
that  boosted  limits  kept  tu 
at  55  in  busy  metro  area 
It's  unclear  if  the  higr' 
hmits  have  all 
ed  safety.  Te,u 
fatality  rn 
surged  197^  '  ' 
year.  But  in  .M 
land  (60  to  65  n 
it  fell  15^^. 
gardless.jno 
solutiom 
the  continK! 
speeding,  says  Robert  Dipf 
er,  senior  veep  at  the  Ra- 
tional Traffic  Safety  Insti'l 
is  to  "lobby  for  more  - 
troopei*s."  Christina  Del  ]u 

—  b 


FUEL  FOR  THE  PRODUCTIVITY  DEBATE 

There's  a  long-running  dispute  over  whether  productwj 
growth  is  anemic  or  the  government's  measures  are  flavj 
So  economist  Edward  Yardeni  looked  at  a  proxy  for 
productivity,  the  inflation-adjusted  growth 
of  sales  per  employee  at  companies  in  the 
Standard  &  Poor's  500  index. 
By  that  measure,  produc- 
tivity is  booming. 


77  79  '81  '83  '85  '87 
DATA  DEUTSCHE  MORGAN  GRENFELL 


91     '93  '95 
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CALL  IT 

THE  V-FOR-VICTORY  CHIP  

BUSINESS  week's  contribution  to  the 
public  dialogue  concerning  TV  ratings 
and  the  V-chip  was  misleading  ("TV  rat- 
ings: How  politics  undermined  parents," 
News:  Analysis  &  Commentary,  Dec. 
30).  I  imderstand  the  news  value  of  find- 
ing a  new  angle  on  an  old  stoiy,  but  in 
this  case  the  new  angle  was  askew. 

The  fact  is  that  if  government  had 
not  intervened  in  this  matter,  there 
would  be  no  national  debate  over  a  rat- 
ings system  and  no  reasonable  expecta- 
tion of  making  the  V-chip  widely  avail- 
able in  all  but  the  smallest  TV  sets.  A 
nasty  dispute  between  the  broadcast- 
ers and  the  tv  set  manufactm-ers  had 
killed  this  important  consumer  feature 
in  1993.  Only  CongTess,  tlu-ough  passing 
the  V-chip  law,  broke  the  industry 
stalemate  and  revived  this  technological 
blocking  device  for  parents. 

Your  article  did  accm-ately  report  that 
the  age-based  ratings  favored  by  the  TV 
industry  are  not  what  parents  want  or 
need.  The  industry  projjosal  is  now  sub- 
ject to  public  comment  at  the  Federal 
Commiuiications  Coinmission.  Eveiy  pai"- 
ent  who  is  concerned  about  the  ratings 
should  make  his  or  her  feelings  known 
to  the  commission.  But  it  is  clear  that  if 
we  had  waited  for  the  TV  industiy  to 
provide  millions  of  pai-ents  with  the  abil- 
ity to  block  out  unwanted  programming, 
we  would  still  be  waiting. 

Edward  J.  Markey 
U.  S.  House  of  Representatives 
Joseph  Lieberman 
U.  S.  Senate 
Washington 

HOSPITALS,  NOT  THE  PUBLIC. 
SLOW  ORGAN  TRANSPLANTS 

Gary  Becker  correctly  identifies  the 
shortage  of  donated  organs  for  trans- 
plantation as  a  major  problem,  but  his 
proposal  for  a  market  solution  is  not 
well-informed  ("How  Uncle  Sam  could 
ease  the  organ  shortage,"  Economic 
Viewpoint,  Jan.  20). 

Becker  envisions  a  futures  market 


CORRECTIONS  &  CLARIFICATIONS 

In  the  Investment  Figures  of  the  Week  pa 
for  Jan.  27,  the  numbers  for  the  best-p 
forming  stock  groups  over  the  past  year  a 
for  the  worst-performing  groups  durl 
December  were  reversed. 


for  organs  in  which  the  prospec 
donor  contracts  for  delivery  of  tr 
plantable  organs  upon  death.  This 
is  simple  in  concept,  but  probably 
hibitively  expensive.  Fewer  than  1 
all  deaths  involve  medically  suitable 
tential  organ  donors.  The  probabilit 
someone  dying  in  a  given  year  u 
circumstances  permitting  organ  d 
tion  is  only  about  1  in  16,700.  1 ' 
conservative  estimates,  the  contiai 
costs  leading  to  a  single  additional  di 
could  easily  exceed  $800,000,  exclin 
actual  compensation  for  the  organs 

New  research  shows  that  hi 
practice — not  public  reluctance- 
big  banner  to  donation.  More  th:i 
of  the  families  of  eligible  donn; 
never  asked  to  donate.  Of  thosi 
are  asked,  only  about  half  agi-ee  1 1 
nate.  However,  when  hospital  staff 
trained  in  how  to  identify  donors  . 
make  requests,  donation  rates 
nearly  75%  without  financial  incfn; 

Economic  incentives  might  be  1"  ^ 
used  to  motivate  nontransplant  hi  - 
to  improve  theii'  organ  procui 
practices.  These  hospitals  now  ha\ ; 
tie  incentive  to  improve  donation. 

Susan  L.  Et.ej 
Health  Care  Pohcy  Tot 
Harvard  Medical  S( 
Carol  L.  Be; 
Managing  Dii  t 

The  Partnership  for  Organ  Donio 

Boo 

SOMETIMES.  BIG  BUSINESS 
NEEDS  BIG  BROTHER 


Business'  relationsliip  with  goveji 
is  a  stoiTny  one  ("Newt  should  ket-] 
eye  on  the  enemy:  Big  governrnd. 
Economic  Viewpoint,  Jan.  13).  Bui 
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ntroducing  a  product 


t's  actually  hours 

lead  of 

ie  competition. 


HOO" 


Introducing  2nd  Day  Air  A.M. 
The  only  two-day  service 
with  guaranteed  morning  delivery 


JPS  we  had  a  unique  idea:  you  should  have  the  option  to 
ive  a  two-day  package  early  enough  in  the  day  to  actually 
■t.  So,  in  addition  to  our  standard  2nd  Day  Air'  service,  we 
have  2nd  Day  Air  A.M."  The  only  two-day  service  guar 
ed  to  arrive  by  noon.*  Up  to  five  hours  before  anyone  else 
with  UPS,  you  only  pay  tor  the  distance  your  package 
ally  travels.  We  even  provide  immediate  tracking  and 
'ery  confirmation.  At  UPS  we  understand  that  your 
•day  package  is  important  to  you.  We  also  know  you 

;  always  want  to  wait  48  hours  to  get  it.  To   

saving  time  now  call  1-800-PICK-UPS 
■.cess  us  on  the  Internet  at  www.ups.com. 


ups 


»VING  at  the  SPEED  of  BUSINESS. 


Available  to  commercial 
lis  only.  Call  for  guarantee  details, 
ed  Parcel  Service  of  America,  Inc. 


Fujitsu's, 
of  course.  As  one  of  the 
H      world's  largest  software  companies, 

we're  developing  software  that's  changing 
he  way  business  works.  For  instance,  our  group 
oductivity  software,  Team  WAR  E"^  is  helping  people 
companies  around  the  world  communicate,  share 
rmation  and  work  together  better.  cP  Our  object- 
nted  database  engine  and  tools  are  driving  new 
timedia  and  Internet  applications  that  bring  people 
i  information  together.  And  WebWorld,  our  website 
:hnology,  brings  companies  and  their  customers 
together  in  lively  interactive  virtual  worlds. 
CP  So  we  suggest  you  look  into  Fujitsu 
software.  It's  where  everything 
comes  together. 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


Spectium  Income  Fund: 

A  DIVERSIFIED  APPROACH 
TO  HIGHER  INCOME 


6.15V. 

Current 
30-day  yield 

as  of  12/22/96 


T.  Rowe  Price  Spectrum  Income  Fund— 
a  complete  portfolio  in  one  easy  step.  This 

diversified  poitfolio  of  mutual  funds  is  well  structured 
to  provide  an  attractive  level  of  income  for  long-term 
investors.  It  invests  in  up  to  seven  T.  Row^e  Price  mutual 
funds  chosen  for  their  return  potential  and  for  the  way 
they  perform  relative  to  one  another.  In  one  step,  you  benefit  from  an 
optimally  diversified  portfolio  that  pursues  high,  steady  income  with 
reduced  risk.  Yield  and  share  price  will  fluctuate  as  interest  rates  change. 
$2,S00  mimmum  ($1,000  for  IRAs).  No  sales  charges. 


Call  24  hours  for  a  free  report  and  prospectus 

1-800-541-8462 

http :  l/\v\  v\vA  i(  nvepn  c  C- com 


Im'csf  With  Confident 

T.RowePrice 


SalGVo.  S.lSlAi,  and  9.95%  art-  the  l-u-ar,  S  \far,  aiul  Mncc-  iiiccpiion  ((i/.'OA)i))  averagi'  annual  total  returns. 
ri'spi'Ctl\fl\,  for  the  ptTiotls  cnik-d  4/3()A)(i,  Figures  intiude  changes  in  principal  \alue.  rein\ested  di\idends,  and  capital 
gain  distributions.  f<ead  the  prospectus  carefulK  before  investing  Past  performance  cannot  guai'antee  future  results, 
T  Kowe  Price  Investment  Services.  Inc.,  Distributor  spto.^.wo,^ 


LTD 


Do  it  for  her 
three  times  on 
Valentine's  Day. 

For  just  $100,  you  can  buy  the  important  women  in  your 
life  a  beautiful  Nicole  Valenza  hosiery  gift  subscription. 
We'll  deliver  four  pair  of  elegant  designer  hosiery  three 
times  to  her  home  or  office,  starting  with  a  free  pair  of  sexy, 
sensational,  seductive  thigh  highs.  Polished  presentation 
includes  your  personal  message  and  a  silk  red  rose. 
You'll  always  stay  on  her  mind  because  your  name  is 
mentioned  with  each  delivery.  And  she'll  appreciate  the 
convenience  of  not  having  to  rush  to  the  store.  No  need  to 
know  size  or  colors... we  handle  it  for  you  on  the  phone.  And 
she  can  always  change  it  simply  by  calling  us.  For  today's 
woman,  call  today.  And  get  ready  to  get  appreciated. 


164    MADISON    AVE.  NY 


NY    10  0  16 

Plus  shipping  &  handling 


1  .  8  0  0  .  )  0  4  .  6  }  9  3 


Readers  Report 


need  govemment  to  protect  the  p 
lie — to  ensure  we  have  safe  medicii 
safe  toys,  seat  belts,  child  labor  la 
the  Secmities  &  Exchange  Commiss 
and  truth-in-advertising  legislation 
name  a  few. 

How  about  some  articles  promoi 
business-government  cooperation? 

Donald  F.  Maxsl 
Muncie, 

SOCIAL  SECURITY:  WILL  THE  PA 
BE  PROLOGUE?  

Hmmm  . . .  Let  me  think  thi 
through  ("How  should  we  fix  Social 
curity?"  News:  Analysis  &  Comii 
tary,  Jan.  20).  We  began  Social  Seei 
as  a  safety  net  because  of  the  Di  ] 
sion,  which  was  brought  about  1 
problem  with  the  stock  market,  .^i 
thing  about  a  crash.  Now  we  lia\ 
problem  with  Social  Security,  and 
solution  is . . .  the  stock  market? 

Bob  Ande 


FINDING  US  ONLINE 


iH2 


The  full  text  of  Business  Week,  the  Business  Wc 
Daily  Briefing,  and  six  years  of  BW  archives  ai 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW. 
To  sign  up  for  BW  on  AOL,  call  (800)  641-484 
and  mention  Business  Week. 


Ma 


Ven 


Shopping  for  computer  equipment?  Visit  Maven 
online  Computer  Buying  Guide,  for  continuous 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.co 


HOW  TO  REACH  BUSINESSWEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  a| 

evening  phone  numbers.  We  reserve  the  right  to  eci.y 

letters  for  clarity  and  space  and  to  use  them  in  al' 

electronic  and  print  editions. 

Mail:  Business  Week,  1221  Avenue  of  the  America' 

39th  floor.  New  York.  NY  10020 

Fax:  (212)  512-6458 

Internet:  bvtfreader@mgh.com 

America  Online:  readersbw 

SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscriptii. 
renewals,  changes  or  problems,  and  single  copiesi:, 
Phone:  (800)  635-1200  or  (609)  426-7500 
Fax:  (609)  426-7623.  [; 
Internet:  bwhelp@mcgraw-hill.com 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone:  (212)  512-4801 
Fax:  (212)  512-4938 
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We  can  safely  sa 
all  the  way.  Hoe 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  cfc  ^ 


7Q  are  with  you 


St. 


I 


Our  fibers,  chemi- 
cals and  technical 
polymers  help  pro- 
tect  you  and  your 
family. 


Every  time  you  and  your 
family  go  for  a  drive,  Hoechst 
(pronounced  Herkst)  helps  get 
you  there  safely. 

Our  Trevira  tire  yarn  found 
in  every  other  car  in  America 
makes  the  tires  more  durable, 
helping  your  car  run  smoothly. 

Trevira  polyester  yarn  also 
adds  strength  to  your  seat  belt. 

In  the  same  way,  many  other 
of  our  synthetic  materials 
contribute  to  the  efficiency  and 
safety  of  the  modern  car. 

You'll  even  find  us  in  the  fuel 
tank  where  methanol,  the 
chief  ingredient  in  MTBE,  helps 
make  gasoline  environmentally 
friendly. 

So  wherever  you're  headed, 
we  are  with  you  all  the  way. 

Hoechst  Celanese  Corp. 
Somerville,  NJ  08876-1258 
Internee  http://www.hoechstcom/ 


ff  of  145,000  people  worldwide,  annual  sales  total  $36  billion. 


Hoechst 


Books 


WAR  BY  OTHER  MEANS 
Economic  Espionage  in  America 

By  John  J.  Fialka 
Norton  •  242pp  .  $25 


BUSINESS  SPIES: 

THE  NEW  ENEMY  WITHIN? 


Last  year,  Congress  finally  made 
economic  espionage  a  federal 
crime.  And  that  should  bolster  a 
crackdown  by  the  fbi,  which  has  about 
800  probes  pending  of  thefts  of  U.  S. 
companies'  trade  secrets.  The  new  law 
and  the  fbi's  campaign  are  just  two 
signs  that  industrial  espionage  is  on  the 
rise.  With  the  cold  war  long  gone,  for- 
eign spy  agencies  increasingly  are  being 
reassigned  to  the  econoinic  front.  Wash- 
ington, on  the  other  hand,  has  decided 
that  the  Central  Intelligence  Agency 
shouldn't  get  into  economic  spy  games — 
although  it  plays  some  defense  against 
foreign  companies  whose  bribes  wi'est 
contracts  fi"om  American  rivals. 

In  War  Bij  Other  Means:  Economic 
Espionage  in  America,  reporter  John 


J.  Fialka  of  the  Wall  Street  Journal  ar- 
gues that  the  danger  to  the  U.  S.  goes 
far  beyond  foreign  spooks.  It  includes 
the  penetration  of  American  business 
and  academe  by  foreign  nationals  who 
gather  data  on  the  latest  research  and 
products  for  commercial  and  sometimes 
military  purposes.  Their  work,  the  au- 
thor says,  has  rendered  the  U.  S.  an 
"empire  with  no  clothes."  The  peril  Fi- 
alka describes  is  real — but  his  book 
overstates  the  impact  and  some  of  Fial- 
ka's  remedies  are  too  harsh. 

Economic  espionage  is  hardly  a  novel 
practice.  Fialka  describes  Francis  Cabot 
Lowell's  19th  centiuy  theft  from  Britain 
of  plans  for  the  revolutionaiy  Cailwright 
loom.  And  the  author  cites  more  recent 
cases.  In  1988,  for  example,  the  fbi  ac- 


cused a  former  Amgen  Inc.  researiei' 
of  peddling  secret  documents  concern? 
the  wonder  tbiig  Epogen.  In  1989,  i  ^■ 
agents  tracked  down  thi-ee  moles  w 
ing  at  an  IBM  affiliate  in  France  ; 
they  supposedly  botched  a  sale  of  c 
dential  documents.  In  1990,  British 
thorities  apprehended  a  Swiss  sponk 
was  allegedly  attempting  to  buy  u 
mation  on  Exxon's  oil-ch-illing-equipi 
purchases. 

But  only  a  portion  of  War  By  ( 
Means  is  devoted  to  pm-e  economic  i 
onage.  Tliere's  too  much  space  gixc 
peripheral  matters.  For  example,  Fi 
details  the  demise  of  a  double  agent 
worked  for  the  French  and  Russians 
exjjosed  how  the  Soviet  militaiy  ac(  |i 
Western  arms  technology.  He 
against  a  perfectly  legal  practice  thni 
Japanese  have  perfected,  competiti\ 
teUigence,  which  generally  relies  on 
lie  som'ces  for  infomnation  and  whic 
dubs  "data  rape."  And  he  discusses 
other  issues  as  a  Japanese  patent  iJi  i 
stacked  against  foreigners  and  itk 
laimdering.  It's  not  clear  whether  t 
tangents  stem  from  conceptual  confu 
a  deaith  of  industrial-espionage  <■} 
pies,  or  an  attempt  to  paint  a  pictiu  e 
nation  vulnerable  on  many  fronts. 


More  and  more  businesses  are  not 
only  getting  Fridays  Free  this  year.. 


$50  monthly  minimum  required  Maximum  of  $1 .000  In  free  long  distance  calling  per  month  Domestic  calls  and  commercial  use  only 
Not  valid  with  any  other  ofler  Limited  time  ofler  Certain  restrictions  apply.  ""'1997  Sprint  Communications  Company  L  P 
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THE  PERIL  FIALKA  DESCRIBES  IS  REAL,  BUT  HIS 
PROPOSED  REMEDIES  SEEM  OVERDONE 


iTiatever  the  case,  Fialka  contends 
America's  economic  future  is  blealt 
luse  others  are  stealing  our  innova- 
s.  For  this,  he  doesn't  just  blame 
overseas  invaders.  He  believes  U.  S. 
panics  are  so  arrogant 
lazy  that  they  have  be- 
e  easy  targets.  They 
too  little  attention  to 
ign  rivals.  They  take 
precautions  to  protect 
1  trade  secrets.  And 
do  too  little  to  improve 
.    public    schools — if 
(rican  students  were 
ir  educated,  he  reasons, 
Danies  would  depend 
on  foreign-born  scien- 
and  engineers.  The  re- 
he  fi'ets,  is  "a  strangely  hollowed 
!Conomy  that  continues  to  fimction, 
to  boom,  but  it  is  a  decidedly  pale 
on  of  our  manufactuiing  past." 
in  we  really  pin  manufactimng  job 
5  solely  or  even  lai'gely  on  economic 
nage?  Manufacturing  accounted  for 
;  28%  of  gi-oss  domestic  product  in 
.950s,  compared  with  around  17% 


today  But  in  the  '50s,  the  U.  S.  had  little 
competition,  since  the  rest  of  the  indus- 
trialized world  was  still  recovering  fi"om 
World  War  II.  Currency  fluctuations, 
wage  differentials,  and  improvements  in 
sliipping  have  all  had  a  lot  to 
do  with  the  shift  of  manu- 
facturing out  of  the  U.  S. 
What's  more,  the  theft  of 
U.  S.  ideas  has  hardly  left 
the  U.  S.  economy  flat  on  its 
back:  In  the  past  fom-  years, 
it  has  generated  11  million 
net  new  jobs.  And  if  govern- 
ment statistics  overstate  in- 
flation, as  many  economists 
believe,  real  pay  and  pro- 
ductivity are  higher  than  has 
been  reported. 
Still,  if  Fialka  overrates  the  impact  of 
foreign  economic  intrigue,  he  does  ac- 
cui'ately  target  some  dilemmas.  The  use 
of  foreign-born  engineers  and  scientists 
and  the  free  flow  of  infoiTnation  are  crit- 
ical to  America's  leadership  in  innova- 
tion. Yet  these  are  potential  Achilles' 
heels,  too,  as  some  foreigner's  do  return 
home  to  launch  upstart  competitors. 


Fialka  offers  some  draconian  nos- 
trums. He  suggests  tightening  the  visa 
process  so  immigi'ants  can't  fill  gi-aduate- 
school  slots.  And  he  wants  U.  S.  compa- 
nies to  halt  business  with  China  until 
it's  clear  just  which  companies  are  tied 
to  the  People's  Liberation  Ai-my  and  fi- 
nance its  weapons  purchases.  The  for- 
mer measiu'e  would  hiut  U.  S.  high-tech 
companies  by  denying  them  talent.  The 
latter  would  deny  them  sales  and  mere- 
ly prompt  the  pla  to  buy  elsewhere. 

However,  the  book  offers  some  sound 
options,  too.  Executives  must  balance 
more  carefully  the  costs  and  benefits  of 
hiring  foreign  nationals  and  disclosing 
data.  They  should  go  on  the  offensive 
and,  like  the  Japanese,  spend  more  en- 
ergy studying  markets  and  competi- 
tors. And  they  must  sensitize  workers 
to  the  possible  consequences  of  leaking 
information — the  loss  of  jobs  if  the  em- 
ployer loses  markets.  The  No.  1  goal 
is  clear:  Make  the  work  of  all  economic 
spies  as  tough  as  possible. 

BY  STAN  CROCK 

Crock  covers  competitive  vntelligence 
for  BUSINESS  WEEK  from  Washington. 


They're  getting  them 
until  the  year  2000. 

Do  more  business  with 
a  lot  more  Fridays  Free. 

Thanks  to  Sprint  Business,  successful  small  businesses 
even'where  are  reaping  the  benefits  of  free  long  distance 
every  Friday...  from  now  until  the  )ear  2()()() 

That's  156  Fridays  of  free  domestic  long  distance.  Including 
faxing,  calling  card  calls,  and  in-bound  toll-free  service 

And  while  making  the  most  of  \'our  Fridays  Free,  >-ou're 
still  getting  a  great  deal  the  rest  of  the  week  In  fact,  you  11  be 
paying  Sprint  s  regular  low,  flat  rates. 

What's  more,  even  though  you  can  get  Fridays  Free  until 
the  year  2()()(),  you  won't  have  to  sign  a  term  commitment 

So  don't  let  another  free  Friday  pass  you  by. 

Call  Sprint  Business 

I-800-827-39()0 


Sprint 


We  help  business  do  more  business'" 
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The  other  is  information.  Because  no  plane  would 
ever  leave  the  hangar  without  it.  And  helping  clients  man- 
age information-not  just  process  it-is  what  Unisys  does 
best.  That's  why  Unisys  is  the  choice  of  the  world  s  most 
intensive  users  of  information-including  16  of  the  top  25 


airlines.  Airlines  using  our  systems  ship  over  one-third  < 
the  world  s  air  cargo.  And  our  consultants  help  people  wi 
everything  from  designing  customer  loyalty  programs^ 
integrating  global  databases.  It's  all  part  of  informatn 
management-our  way  of  helping  you  use  informations 


asset  to  gain  competitive  advantage.  Call  for  details 
J  learn  what  clients  like  Delta  Air  Lines,  SAS  and 
:hay  Pacific  Airlines  learned.  When  it  takes  information 
un  your  business,  it  takes  Unisys  to  help  you  run  it  better. 

p://www.unisys.com  or  1-800-8  74-8647,  ext.  222 


UNISYS 


When  information  is  everything. 


i^Vficio  Color 


The  Future  Of  Digital  Imaging  ^  .  - 


W  Welcome  to  the  Aficio  Color  series.  From  Ricoh.  Vibrant  L  .|- 
f     color  that  delivers  eye-catching  presentations,  Connectable 


color  c(H^iers  that  turn  the  world's  smallest  toner  particles  into  the 
world's  finest  colors.  Digital  brainpower  that  otters  a  whole  new  array  ^ 
of  image-manipulation  and  document-handling  options.  Ettortless. 
Reliable  Digital.  Arid  affordable.  Come  see  the  Aficio  Color  series  trom 
Ricoh.  See  what  we  can't  show  you  here.  A  real  Ahcio  color  copy. 
Call  1  800  63  RICOH.  Or  online  at  http://www.ricoh.com 
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STEPHEN  H.  WILPSTROM  

OOD  HELP  GETS 
ASIER  TO  FIND 


crosoft  Office's 
[mated  icons 
de  you  through 
3ugh  program 

i  bout  15  months  ago, 
K  Microsoft  Corp.  intro- 
m.duced,  with  much 
ola,  a  revolution;iry  prod- 
called  Bob.  The  idea  was 

advice  given  by  an  ani- 
ed  guide,  a  pesky  cartoon 

named  Rover,  would 
e  it  easy  for  novices  to 
n  and  use  Windows  95. 
sumers  and  reviewers 
d  it,  and  Bob  beat  an  ig- 
inious  retreat  from  store 
res. 

one  but  not  for- 
m.  The  animat- 

Office  assis- 

i"  that  are  a 

ninent  part  of 

•osoft  Office  97 

Bob's  progeny.  I 

deeply  skepti- 
about  these 

present  artificial- 

ligence  devices. 

to  my  surprise, 

md  the  animat- 

.ssistants  use- 

and  a  feature 
sets  the  new 

e  apart  from 

leting  software 

s  (Jan.  27). 

USED.  Microsoft 

oped  the  assistants  after 

ing — no  big  surprise — 
jj  jeople  find  monster  pro- 
■1  s,  such  as  its  Excel 
i:j  dsheet  and  Word,  con- 
i\  :.  In  fact,  says  Robert  J. 
3;  marketing  vice-presi- 
iij  for  Microsoft's  desktop 
)]!  ations  division,  most  re- 
iij  s  for  "new  features" 
ei  for  items  that  were  al- 
"  jxirt  of  the  programs. 
iDsoft's  assistants  live 


in  a  small  window  that's  open 
whenever  any  Office  program 
is  running.  (The  window  is 
supposed  to  scoot  out  of  the 
way  of  your  work,  and  most 
of  the  time  it  does).  To  get 
aid,  you  click  on  the  assistant 
window,  and  up  pops  a  hst  of 
help  topics  based  on  what 
you've  been  doing  most  re- 
cently in  the  program.  For 
example,  if  you  click  on  the 
assistant  while  using  the  speU 
checker,  the  menu  of  help 
choices  will  include  spelling 
and  grammar  assistance. 

When  the  assistant  wants 
to  offer  a  suggestion,  a  light- 
bulb  shows  up  in  the  window. 


and  you  can  click  to  see  the 
tip.  When  the  suggestion  is 
urgent,  if,  say,  you  have  re- 
peatedly started  and  canceled 
a  print  job,  the  assistant  will 
pop  open  a  window  offering 
advice. 

The  system  is  far  from 
perfect.  The  animated  assis- 
tant jumping  about  can  be 
distracting.  I  was  happiest 
when  I  selected  the  dullest 
of  the  characters,  an  Office 


"puzzle  piece"  logo.  The  as- 
sistants also  make  noises  that 
can,  mercifully,  be  turned  off. 
More  seriously,  the  sugges- 
tions sometimes  miss  com- 
pletely, offering  irrelevant  ad- 
vice. But  on  the  whole,  I  was 
impressed  by  the  accuracy. 

The  assistants  should  be 
particularly  appealing  to  busi- 
nesses. The  on-screen  adviser 
can  help  cut  training  costs. 
And  anyone  with  a  rudimen- 
tary knowledge  of  Micro 
soft's  Visual  Basic  pi'o 
gramming  language 
can  customize  the  as- 
sistant. For  example, 
you  could  create  cus- 
tom tips  explaining  a 
company's  rules  for  com- 
pleting a  purchase-or- 
der form  in  Word  or  an 
expense  report  in  Excel. 
COMMON  MISTAKES.  The 
gi'ammar  checker  is  another 
valuable  feature.  Grammar 
checkers  usually  remind  me 
of  a  bad  sixth-grade  teacher 
who  makes  good  advice — 
such  as  to  avoid  the 
passive  voice — into  a 
hidebound  inle.  Office 
looks  for  mistakes 
rather  than  tiying  to 
change  your  writing 
style.  It  puts  a  gi-ay 
squiggly  line  under  a 
suspected  error,  such 
as  a  pliu'al  verb  with  a 
singular  subject.  A 
mouse  click  on  the  of- 
fending  word  or 
phrase  brings  up  a 
proposed  change.  The 
grammar  checker 
sometimes  offers  sug- 
gestions that  would 
make  a  correct  sen- 
tence wrong.  But  it  is 
very  good  at  finding  such 
common  mistakes  as  using 
"there"  instead  of  "their"  or 
"it's"  for  "its." 

There's  lots  of  room  for 
improvement  in  this  new  ap- 
proach to  software  help. 
Moreover,  I  still  have  my 
doubts  that  bouncy  assistants 
are  the  best  way  to  present 
information.  But  the  basic 
idea  is  a  winner:  use  technol- 
ogy to  make  technology  easi- 
er to  use. 


BULLETIN  BOARD 


SPEAKERPHONES 
SMOOTH  OPERATOR 

Computers  make  handy 
speakerphones,  but  their  on- 
screen controls  can  be  awk- 
ward to  use.  Not  the  TelePort 
33.6  Speakerphone  from  Glob- 
al Village  (800  329-9675).  It 
is  a  $240  external 
modem  that  works 
as  a  speakerphone 
even  when  your 
computer  is  turned 
off.  The  sleek, 
shark  fin-shaped 
unit  features 
on-off,  mute,  and 
volume  controls  and 
a  built-in  microphone. 
When  your  Windows  PC  is  on, 
the  TelePort  works  with  Global 
Village's  FocalPoint  software 
to  become  an  answering 
machine  with  multiple  mail- 
boxes, caller  ID,  and  auto 
dialing  from  your  computer's 
list  of  phone  numbers. 

SOFTWARE 
FLASHBACK 

I  can't  recall  how  long  it  has 
been  since  a  DOS  application 
crossed  my  desk,  but  Corel 
Corp.  (613  728-8200)  is 
readying  a  version  of  its  ven- 
erable WordPerfect  Suite  for 
DOS.  The  release,  slated  for 
February,  includes  WordPer- 
fect 6.2,  a  Quattro  Pro  5.6 
spreadsheet,  and  Presenta- 
tions 2.1.  System  require- 
ments read  like  a  trip  down 
memory  lane:  386  or  better 
processor,  520  kilobytes  of 
available  RAM,  and  45  MB  of 
hard  disk  space  for  a  full 
installation.  Long  overtaken 
by  Windows-based  word 
processors,  the  once-domi- 
nant WordPerfect  for  DOS  still 
claims  millions  of  users.  The 
new  version  costs  $149  as  an 
upgrade  and  $495  for  new 
buyers,  although  not  many  of 
the  latter  are  likely. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Half  tiie  world  relies  on  our 
data  warehouses. 


If  you're  serious  about  using  data  wareiiousing  to  gain  a 
competitive  edge,  ciioose  NCR.  The  company  that  is  recognized 
woridwide  as  the  industry  leader  We  have  the  technology  and 
expertise  to  help  you  transform  mountains  of  data  into  nuggets 
1  of  vital  customer  information,  enabling 

iN  0/*^^  1  ■'^•''''^""f^'"'  qi-iicker  decisions. 

Our  NCRTeradata"  database  is 
the  most  proven  and  robust  parallel 
database  engine  in  the  industry 
providing  you  with  unmatched  querying  power  and  scaling 
from  a  few  gigabytes  to  10  terabytes  and  beyond. 

And  our  NCRWorldMark'"  servers  are  the  best  platform  to 
build  your  data  warehouse  on.  Ours  is  the  only  server  platform 
that  scales  from  SMI^  to  clusters,  to  MPR  allowing  businesses  to 
start  their  data  warehouse  small  and  grow  it  to  any  size. 

In  the  U.S.,  the  3  biggest  retailers,  2  out  of  3  top  banks, 
3  out  of  S  top  aidines,  and  7  of  the  top  9  telecommunications 
companies,  are  already  utilizing  our  know-how.  Know-how  that 
has  made  us  the  world  leader  in  data  warehousing  with  over 
500  production  data  warehouses.  Know-how  that  can  be  a  big 
plus  in  your  race  to  beat  the  competition. 

NCR  Worldwide  Services  professionals  can  help  you 
set  up  and  maintain  the  most  scalable  data  warehouse  on 
the  planet. 

For  more  information  about 
NCR's  scalable  data  warehouse, 
call  1  800  CALL-NCR,  ext.  3000. 
Or  visit  us  on  the  web  at 


www.ncrcom. 


Economic  Viewpoint 


BY  PAUL  CRAIG  ROBERTS 


THE  GOP  SHOULD  ZERO  IN 
ON  PROTECTING  OUR  RIGHTS 


NEW  FOCUS: 

Republicans 
should  be  using 
the  oversight 
powers  of 
Congress  to 
safeguard 
citizens  from 
a  politicized 
FBI  and IRS- 
and  hold 
government 
accountable 


Paul  Craig  Roberts  is  John  M  Olin 
Fellow  at  the  Institute  for  Political 
Economy  in  Washington,  DC,  and 
Research  Fellow  at  The  Independent 
Institute  in  Oakland,  Calif 


In  his  second  inauguration  speech,  Presi- 
dent Clinton  backed  away  rhetorically 
from  the  activist  big-government  themes 
of  his  first  term.  Before  Republicans  relax 
over  the  prospects  of  a  budget  deal,  however, 
they  should  take  note  of  the  budget  land 
mines  Chnton  sowed  in  the  period  between 
his  reelection  and  his  inauguration  and  re- 
consider their  approach  to  goveming,  empha- 
sizing oversight  of  the  executive  branch  in- 
stead of  a  legislative  agenda. 

The  problem  for  Republicans  is  that  they 
begin  theii-  new  congressional  tenn  with  their 
legislative  progi'am  of  a  balanced  budget  and 
capital-gains  tax  reduction  caught  between 
popular  new  entitlements  and  an  ambitious 
new  foreign  policy.  In  these  caring  days  of 
post-Reagan  contrition.  Republicans  will  find 
it  difficult  to  oppose  Clinton's  $50  billion  kid- 
die-cai'e  health  entitlement  for  uninsiu-ed  chil- 
dren and  a  $1,500  per-student-college-tuition 
entitlement.  They  will  also  find  it  hard  to 
oppose  the  foreign  policy  of  Clinton's  new 
Secretary  of  State,  Madeline  K.  Albright. 
She  intends  to  expand  nato  to  Russia's  bor- 
ders and  has  already  obtained  Henry 
Kissinger's  support.  Only  the  U.  S.  can  come 
up  with  the  $100  billion  or  more  necessaiy  to 
reequip  the  former  Soviet  satellites  for  par- 
ticipation in  NATO  and  to  meet  Albright's 
goal,  recently  declared  on  Meet  the  Press,  of 
doing  "for  Central  and  Eastern  Europe  what 
was  done  for  Western  Eui'ope  after  the  Sec- 
ond World  War." 

OUTFOXED.  Republicans  have  lost  this  kind 
of  fight  before  and  are  no  better  equipped 
today  to  oppose  specific  programs  such  as 
middle-class  education  and  health  care  for 
kids  on  behalf  of  general  economic  goals. 
Moreover,  nato's  eastward  expansion  will  ap- 
peal to  conservatives  who  were  frustrated 
by  the  cold  war's  ban  on  rolling  back  the 
Russians.  Even  Republicans  who  see  this  pol- 
icy as  encouraging  Russian  paranoia  with 
American  red  ink  will  not  want  to  risk  being 
hammered  as  isolationists. 

In  brief,  the  Republicans  are  outfoxed  and 
outmaneuvei-ed  before  the  budget  game  be- 
gins. The  combination  of  new  entitlement  pro- 
grams and  a  costly  and  dangerous  foreign 
policy  will  take  a  toll  either  on  the  balanced 
budget  or  on  the  Republicans  who  oppose 
the  policies. 

The  best  hope  for  RepubUcans  is  to  shift 
the  focus  away  from  legislative  agendas  to- 


ward the  exercise  of  Congress'  oversight  pow  - 
ers. The  FBI  has  been  blatantly  politicized  in 
both  the  Travelgate  and  Filegate  capers,  ami 
the  Internal  Revenue  Service  has  been  caught 
conducting  what  appear  to  be  harassment  an 
dits  of  organizations  on  a  White  House  enc 
mies'  list. 

RepubUcans  could  also  make  hay  with  Hk 
newly  issued  performance  measures  for  ii;> 
district  directors.  According  to  Appendix  F  oi 
the  1997  IRS  Program  Letter,  directors  will  h( 
gi"aded  according  to  the  amount  of  additiona 
taxes  and  penalties  proposed  (regardless  o 
their  vahdity)  by  tax  examiners  in  their  (lis 
tricts.  Accountants  say  that  this  performanct 
measure  will  encourage  examiners  to  mak{ 
unreasonable  and  incorrect  demands  on  tax 
payers.  Indeed,  if  this  measure  sticks,  tht  i 
consequences  will  be  even  worse.  Examiners  I 
opposed  to  the  unfair  practice  w\\\  resign  oi 
be  forced  out  for  having  poor  performanci 
ratings.  Their  replacements  will  be  bullie: 
who  enjoy  the  intimidating  power  associatiM 
with  arbitrai-y  demands,  and  government  w  il 
come  to  rest  a  little  more  on  power  and  a  lit 
tie  less  on  a  mle  of  law. 
CITIZENS  OR  SUBJECTS?  Holding  governmeii 
accoim table  is  a  time-honored  function  of  ('(in 
gress  and  one  that  offers  Republicans  a  hi- 
toric  opportunity  for  political  renewal.  Ri' 
publicans  can  only  benefit  from  emphasizin 
that  whether  Americans  are  to  be  treated  a 
citizens  or  subjects  is  a  more  important  ques 
tion  than  balancing  the  budget. 

Moreover,  effective  oversight  would  great 
ly  enhance  the  Republicans'  budget-balan( 
ing  goal.  The  way  to  build  public  support  fn 
spending  cuts  is  to  put  the  spotlight  on  tli 
Cabinet  secretary  or  progi'am  manager  who  i 
wasting  the  taxpayers'  money.  Real  scrutiii 
would  uncover  outrages  that  would  be  f;i 
more  galvanizing  than  the  abstract  promise  ( 
lower  interest  rates. 

Republicans  have  permitted  their  emotior 
al  and  ideological  commitments  to  make  thei 
politically  ineffectual.  Their  support  for  "la 
and  order,"  for  example,  has  allowed  the  n 
to  escape  accoimtabiUty  for  the  political  use  < 
its  power,  just  as  their  desire  for  a  balance 
budget  makes  them  patsies  for  the  iRS's  (h 
fense  of  abusive  practices  as  enforcemei 
measures  that  raise  revenues.  As  long  ; 
their  policy  goals  render  them  blind  to  ab; 
sive  government,  Republicans  won't  make 
difference. 
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Introducing  The  Worlds  Most 
Rewarding  Night's  Sleep. 

Hilton  More  Miles  Worldwide,  now 

staying  at  Hilton  is  even  more  rewarding.  Sign  up  for  Hilton  More  Miles  Worldwide""  by  April  1, 1997 
and  earn  up  to  3,000  more  airline  miles  after  your  fifth  qualifying  stay  and  up  to  another  3,000  after 
your  tenth  with  your  choice  of  most  major  airline  programs*  That's  on  top  of  the  500  miles  you  earn  for 
every  business  rate  stay  at  any  of  nearly  400  Hilton  hotels  worldwide.  And,  if  you're  a  member  of  Hilton 
HHonors-  Worldwide,  you  can  also  Double  Dip'  to  earn  HHonors  points  for  the  same  qualifying  stay 
No  other  hotel  program  gives  you  more.  Pick  up  a  Hilton  More  Miles  registration  form  at  your  nearest 
participating  hotel.  For  reservations,  call  your  professional  travel  agent.  Or,  for  reservations  and  details 
on  how  to  sign  up  for  More  Miles,  visit  HiltonNet  at  http://www.hilton.com  or  call  1-800-HILTONS. 

*  Earnings  amounts  may  vary  with  some  airline  partners.  See  a  Hilton  More  Miles  Worldwide  registration  form  for  details,  Hilton  More  Miles  Worldwide  is  sub- 
ject to  normal  mileage-earning  ailes-see  your  airline  program  or  HHonors  Terms  and  Conditions  for  rate  and  other  restrictions.  All  registration  entnes  must  be 
received  by  April  1, 1997,  More  Miles  earnings  apply  to  stays  between  February  1  and  December  31 , 1997,  Conrad  International  and  Vista  hotels  also  participate 
in  Hilton  HHonors  and  Hilton  More  Miles  Worldwide.  Membership,  earning  and  redemption  of  points  is  subject  to  HHonors  Ternis  and  Conditions  ©1997  Hilton  Hotels, 
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on't  just  make  better  software.  We  make  better  companies. 

that  by  giving  you  a  better  return  on  mforniation.  A  better  return  on  niformation 
neeting  customers'  needs  faster.  It  means  makmg  the  most  of  changes  in  the 
ilace.  It  means  increased  revenues,  profits  and  growth  opportunities. 
■  return  on  information  means  different  things  to  different 

ies.  But  it  always  means  a  better  company.  And, 

AP  has  helped  nearly  7,000  cc^impanies  in 

ries  become  just  that. To  find  out  what 

return  on  information  can 

)u,  visit  us  at  http:// 

).com  or  call 
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Economic  Trends 


BY  GENE  KORETZ 

DANGER  LURKING 
IN  THE  MARKETS 

Could  a  sell-offend  the  expansion? 

For  economic  forecasters,  the  course 
of  the  U.  S.  economy  over  the  com- 
ing year  seems  a  relatively  easy  call. 
At  least  that's  what  appears  to  be  im- 
plied by  the  close  accord  among  the  ex- 
perts recently  polled  by  business  week, 
who  foresee  a  year  of  moderate  gi'owth, 
moderate  inflation,  and  a  low  and  steady 
jobless  rate  (BW— Dec.  30). 

What  many  are  ignoring,  however, 
claims  economist  Irwin  L.  Kellner  of 
Chase  Manhattan  Corp.,  is  the  rising 
volatility  of  the  financial  mai'kets  and  the 
upturn's  gr-owing  vulnei-ability  to  a  mai'- 
ket  coiTection.  While  the  real  economy, 
he  says,  has  apparently  settled  into  a 
relatively  nan'ow  gi-owth  path,  the  fi- 
nancial mai'kets  have  become  increasing- 
ly skittish — often  fluctuating  wildly  in 
the  wake  of  the  latest  economic  release 
or  statement  by  government  officials. 

The  bond  market's  gyrations  provide 
one  example.  After  starting  1996  below 
6%,  the  30-yeai'  government  yield  siu'ged 
to  7.19%  by  eai-ly  July,  feU  back  to  6.35% 
in  November,  and  then  rose  to  almost 

THE  STOCK  MARKET 
TURNS  VOLATILE 
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7%  in  late  January.  Meanwhile,  in  trading 
through  Jan.  24,  an  exuberant  but  visibly 
nervous  stock  mai'ket  posted  no  fewer 
than  five  100-point  svdngs  between  daily 
highs  and  lows  in  the  Dow  Jones  indus- 
trial average,  compared  vdth  just  one 
100-point  swing  in  the  same  period  in 
1996  (chart).  Indeed,  on  Jan.  28,  the  Dow 
sui'ged  90  points  during  the  day,  before 
closing  down  5  points. 

What  wonies  Kellner  is  that  all  of 
this  is  happening  at  a  time  when  the  fi- 
nancial markets  have  unprecedented 
"leverage"  on  the  real  economy.  Ac- 
cording to  the  Investment  Company  In- 


stitute, nearly  40%-  of  households  now 
own  stock,  compared  with  less  than  30% 
in  1992.  At  the  same  time,  total  bond 
market  capitalization  has  soared  from 
100%  of  gi-oss  domestic  product  in  1980 
to  more  than  150%.  And  total  stock 
market  capitalization  recently  smpassed 
100%  of  GDP  for  the  first  time  in  history. 

By  enhancing  household  wealth  and 
consumption  and  reinforcing  business 
optimism,  the  stock  market  boom  has 
played  a  major  part  in  extending  the 
life  of  the  current  expansion,  Kellner 
believes.  But  its  very  importance,  he 
argues,  raises  the  risks  that  a  panic-in- 
ducing sell-off  could  cause  severe  con- 
sumer and  business  retrenchments. 

"The  message  of  mai'ket  volatility,"  he 
says,  "is  that  for  the  first  time  since 
1929,  we  may  be  in  a  situation  in  which 
tiurnoil  on  Wall  Street  could  conceivably 
bring  a  cychcal  expansion  to  an  end." 


WHY  WAGE  HIKES 
MAY  STAY  TAME 

Labor-force  growth  has  taken  off 

Fears  that  low  unemployment  will 
touch  off  accelerating  wage  hikes 
are  exaggerated,  argues  economist  Mau- 
ly  Harris  of  Paine  Webber  Inc.  He  notes 
that  the  U.  S.  labor  force  grew  by  about 
2%  in  the  year  ended  in  December — 
about  twice  as  fast  as  the  adult  popula- 
tion. The  surge  in  job-holders  and  job- 
hunters  limited  the  decline  in  the 
unemployment  rate  last  year  to  just  Vw 
of  a  percentage  point,  despite  a  2.25% 
rise  in  the  number  of  persons  at  work. 

As  HaiTis  sees  it,  the  pickup  in  labor- 
force  gi'owth,  which  reflected  rising  pai'- 
ticipation  by  both  adult  women  and 
men,  was  inspired  by  the  incentives  of 
moderately  rising  real  wages  in  a 
tighter  labor  market.  (Adjusted  for  in- 
flation, average  hourly  earnings  rose 
0.4%  last  year  on  top  of  a  0.5%-  gain  in 
1995.)  And  the  same  incentives,  he 
claims,  are  likely  to  induce  faster  than 
normal  labor-force  gi'owth  this  year — 
helping  to  allay  wage  pressures  as  the 
economy  expands. 

Meanwhile,  stronger  work  require- 
ments for  welfare  recipients  seem  to  be 
moving  more  able-bodied  persons  into 
the  job  market.  And  Hams  notes  that 
there's  still  a  sizable  pool  of  potential 
workers  untapped  by  employers.  In- 
deed, the  Labor  Dept.  counts  some  4.7 
million  adults  who  ai'e  currently  out  of 
the  labor  force  but  say  they  want  a 
job — including  1.5  milhon  who  looked 
for  work  at  some  point  in  the  past  year. 
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ALL  EYES  ON  THE 
MONEY  SUPPLY 

Are  M2  and  M3  flashing  a  warnir? 

It's  doubtful  whether  the  Federal  ] 
serve  will  ever  give  as  much  wm 
to  money  supply  data  in  formulat.j. 

monetary    policy  wmmmmmmmmmmmmmmmw 

as  it  did  in  the  MONETARY  GROWl 
early  1980s.  But      PICKS  UP  STEAM 

Fed     Chairman  s  

Alan  Greenspan 
and  several  other 
Fed  officials  re- 
cently observed 
that  the  relation- 
ship  between  M2 
and  the  economy  2 
seems  to  be  re- 
turning to  its  his- 
torical norm  after        ,gj  .^^  .^^  .^^ 
deviating  sharply     a  percent  rise.  December 
ft'om  that  linkage 
in  the  early  1990s. 

If  Greenspan  is  right,  M2 — whichi: 
eludes  checking  and  savings  account- 
may  be  flashing  a  wai^ning  signal.  Eni 
omist  Wilham  V.  Sullivan  Jr.  of  D); 
Witter  Reynolds  Inc.  notes  that  in 
year  just  ended,  M2  logged  its  lai  t 
advance  in  six  years  (chart).  And  M 
wider  monetary  measure,  is  als'i- 
sharply  over  the  past  year. 

"The  behavior  of  the  monetary 
gi'egates,"  observes  SuUivan,  "sugi! 
that  economic  growth  and  inflatioi  i 
pressures  could  be  heating  up." 


A  LAW  THAT  PUT 
PEOPLE  TO  WORl 

The  disability  act's  speedy  impa 

It  was  in  mid-1992  that  the  An 
cans  with  Disabihties  Act  went 
effect.  And  as  Forecast,  a  demogi'ai 
newsletter,  notes,  within  two  year- 
law  requii'ing  businesses  with  at  lea- 
workers  to  accommodate  disabled 
applicants  was  already  helping  man 
enter  the  ranks  of  the  employed. 

The  Census  Biu'eau  reports  thati 
number  of  working  disabled  Ameri  r 
aged  21  to  64  rose  by  more  thanl 
million  between  1991  and  1994,  inclun 
800,000  severely  disabled  new  wor' 
requiring  help  with  such  activitic 
walking,  bathing,  or  shopping.  The  - 
of  wheelchair-bound  adults  witli 
gi'ew  from  18.4%  to  22%,  and  the  s  i. 
of  those  using  a  cane,  crutches,  ' 
walker  rose  from  25.2%  to  27.5%. 
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PROUBLE  AHEAD  IN  THE  BATTLE 
rO  CONTAIN  LABOR  COSTS 

lompanies  can  no  longer  rein  in  benefits  to  offset  pay  raises 


us.  ECONOMY 


WAGES  AND  BENEFITS 
ARE  DRIFTING  UP 
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Labor  costs  are  moving  front 
and  center  in  the  outlook  for 
i97,  and  it's  not  just  wages.  The  new  pressure  on 
e  bottom  Hne  will  come  from  benefits. 
For  the  past  two  years,  businesses  have  taken  some 
the  sting  out  of  rising  wage  costs  by  reining  in  the 
owth  of  benefits,  mainly  health  care.  But  that  offset 
now  ending,  at  a  time  when  tight  labor  markets  are 
'eady  pushing  up  wages  (chart). 

Moreover,  job  markets  are 
likely  to  tighten  further.  The 
latest  data  offer  more  evi- 
dence that  the  economy's  late- 
1996  momentum  is  carrying 
into  1997:  Consumers  are  ex- 
tremely upbeat  about  the 
economy,  and  although  De- 
cember factory  ordei's  dipped, 
their  trend  remains  up,  and 
unfilled  orders  continue  to 
swell. 

Rising  labor  costs  mean  that  businesses  will  face  a 
igh  choice:  Raise  prices,  if  they  can,  to  cover  the 
ded  expenses  and  protect  profits.  Or  hold  prices 
!ady,  hoping  that  increased  sales  and  productivity 
ns  will  save  the  bottom  line.  How  the  price-profit 
emma  plays  out  will  determine  inflation's  perfor- 
\  ,nce  this  year.  Semce  companies  may  find  it  easier  to 
!  prices,  since  they  are  more  shielded  from  global 
j  npetition  than  goods  pi'oducers,  who  are  more  likely 
J  suffer  some  squeeze  on  their  profit  margins. 

E  TRENDS  in  wages  and  benefits  are  best  cap- 
'  'ed  in  the  Labor  Dept.'s  employment  cost  index, 
'  ich  has  been  elevated  to  market-moving  status  after 
deral  Reserve  Chairman  Alan  Greenspan  praised 
I  virtues  as  an  inflation  barometer.  The  quarterly 
|!  ■  is  prefen-ed  over  the  monthly  data  on  average 
'  irly  pay  because  it  covers  more  workers — includ- 
those  on  salary  and  commission.  It  also  uses  fixed 
'  ights,  which  compensate  for  wage  growth  due  to 
fting  employment  patterns,  and  it  includes  benefits, 
'otal  compensation  pei"  hour  in  the  private  sector 
e  0.8%  in  the  fomth  quaiter,  faster  than  the  0.6%  in- 
ase  in  the  third  quarter.  The  fourth-quarter  increase 
he  overall  ECi  would  have  been  gi-eater,  except  for 
.6%.  drop  in  pay  in  financial  services.  That  decline 
ms  questionable,  though,  in  light  of  Wall  Street's 


record  bonuses  last  year.  For  the  entire  year,  the  eci 
rose  3.1%,  up  fi*om  2.6%  in  1995.  But  wages  alone  ad- 
vanced 3.4%  for  the  year,  much  faster  than  the  2.8% 
gain  in  1995,  while  benefits  edged  up  2%,  a  shade  below 
their  2.2%  rise  in  1995. 

Compensation  in  1997  will  very  likely  grow  at  least 
3.5%,  about  a  percentage  point  faster  than  the  expect- 
ed increase  in  prices,  measured  by  the  price  index  for 
gi-oss  domestic  product.  The  cost  of  benefits  could  eas- 
ily rise  2.6%.  This  may  not  seem  like  much,  but  benefits 
account  foi"  a  hefty  28%  of  total  costs.  And  theii"  share 
is  growing.  Moreover,  the  acceleration  in  benefit  costs 
will  happen  just  as  wage  gi'owth  picks  up,  to  about  4%, 
as  businesses  continue  to  bid  up  salaries  to  attract 
qualified  people. 

Tight  labor  markets  also  mean  that  workers  may 
begin  to  lose  their  "heightened  job  insecurity"  that, 
in  Greenspan's  words,  "explains  a  significant  part  of  the 
restraint  on  compensation  and  the  consequent  muted 
price  inflation."  In  fact,  the  Fed  made  a  notable  change 
in  its  take  on  labor  shortages  and  pay  in  its  latest 
Beige  Book  on  regional  economic  activity.  After  months 
of  saying  that  a  shortage  of  skilled  labor  had  not 
pushed  up  pay,  the  Jan.  22  report  noted  "scattered 
evidence"  that  wage  pressures  were  occurring. 

BUT  IF  WAGES  CLIMB,  so  will  benefits.  That's  be- 
cause about  60%  of  all  benefits — including  paid  leave, 
overtime  pay,  defined  contributions  to  pension  plans, 
and  social  security  payments — are  tied  to  wages.  In 
fact,  every  dollai*  increase  in  houi'ly  pay  lifts  the  bill  for 
these  benefits  alone  by  about  a  quarter. 

Moreover,  the  tab  for  health 
care  is  beginning  to  outpace 
overall  benefits  growth.  Ac- 
cording to  a  sui-vey  by  benefit 
consultant  Foster  Higgins  Inc., 
health-care  costs  may  rise  4%' 
in  1997,  after  a  2.5%  increase 
in  1996.  In  the  past,  business- 
es cut  health-care  costs  by 
switching  to  health-mainte- 
nance organizations.  Foster 
Higgins  says  that  77%  of 
workers  were  in  such  programs  in  1996,  up  sharply 
from  49%  four  years  earlier. 

But  with  the  market  so  saturated,  hmos  will  have  a 
hai'der  time  attracting  new  customer.  So,  premiums  for 
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existing  members  will  start  to  rise.  That's  especially 
likely  since  health-care  providers  will  need  to  recoup 
the  money  lost  by  the  Medicare  cuts  proposed  by  the 
Clinton  Administration. 

Of  course,  productivity  gains  will  offset  some  of  the 
increase  in  labor  costs,  and  that  wall  hold  down  the 
growth  in  unit  labor  costs.  However,  the  expansion 
is  completing  its  sixth  year,  and  productivity  gains 
this  late  in  the  business  cycle  are  much  harder  to 
come  by  in  a  climate  of  tight  job  markets  and  strong 
demand. 

EVEN  AS  FAHER  PAYCHECKS  pose  a  problem  for 
companies,  they  are  also  boosting  consumers'  spirits. 
The  Conference  Board's  index  of  consumer  confidence 
jumped  from  114.2  in  December,  to  116.8  in  January,  a 
7!^-year  high.  The  indexes  coveiing  the  economy's  pre- 
sent situation  and  the  expectations  for  six  months 
down  the  road  both  rose  soHdly  (chart,  page  29). 

Consumers  are  upbeat  about  job  prospects,  with 
30.1%  saying  that  jobs  were  plentiful;  also  a  7!^-year 
peak.  And  fewer  consumers  expect  their  incomes  will 
shrink  in  the  next  six  months.  Little  wonder,  then, 
that  consumers'  buying  plans  edged  higher  in  Januaiy. 
Indeed,  January  store  sales  thi'ough  the  week  ended 
Jan.  25  rose  a  solid  0.8%  from  December,  according  to 
a  weekly  survey  of  retailers  by  L.JR  Redbook  Research. 

Stronger  demand  is  good  news  for  manufacturers 


GERMANY 


THE  ORDER  BACKLOG  y 
REMAINS  HIGH 


because  it  means  that  orders  will  stay  on  a  risi 
trend.  New  bookings  for  durable  goods  fell  1.7% 
both  November  and  December.  The  drops,  howev 
were  not  broad  but  concentrated  in  electronic  equ: 
ment.  Some  of  the  decline  is  due  to  unusually  lar 
price  drops  in  the  fourth  quarter,  especially  for  co 
puter  memory  chips.  Excluding  electronic  equipme: 
new  orders  rose  in  both  months. 

Manufacturers  headed  into 
1997  with  the  biggest  backlog 
of  unfilled  orders  in  more  than 
four  years  (chart).  That  means 
that  industrial  production  and 
factory  payrolls  should  contin- 
ue to  increase  in  the  first  half. 
Of  course,  better  job  gimvth 
in  the  factory  sector  wiW  tight- 
en labor  markets  further,  in- 
ci'easing  the  need  to  raise 
wages  to  hu'e  skilled  workers. 

Which  brings  the  outlook  back  to  labor  costs, 
counting  for  about  two-thiixls  of  the  average  busines 
total  expenses.  Clearly,  companies  will  no  longer 
able  to  rely  on  slowing  benefit  costs  to  offset  higl 
wages,  so  they  will  have  to  hunt  elsewhere  to  cut 
penses.  The  trouble  is,  this  far  into  an  expansion,  w 
available  labor  and  production  capacity  already  start 
to  strain,  those  kind  of  savings  are  hard  to  find 
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EXPORTS  WILL  BRIGHTEN  WINTER'S  SHADOW 


After  surging  to  an  annual 
gi'owth  rate  of  4.6%  in  the 
second  and  third  quarters  of  1996, 
GeiTnany's  economy  has  shpped 
into  another"  round  of  stagnation. 
But  growth  should  pick  up  this 
spring,  with  momentum 
building  in  the  second 
half  and  into  1998. 

Growth  was  set  to 
cool  off  anyway  after 
the  unsustainable 
midyear  spurt  fueled 
by  special  factors.  But 
another  severe  vidnter 
has  hammered  con- 
struction, and  cutbacks 
in  government  social 
spending  have  hit  retail  sales  and 
car  buying.  The  harsh  weather 
also  has  boosted  the  already  high 
jobless  rate,  because  construction 
workers  must  now  register  as  un- 
employed in  order  to  receive  com 


COMPANIES  ARE  A 
BIT  LESS  OPTIMISTIC 


JAN  '95 
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pensation  for-  job  losses  due  to 
bad  weather.  Joblessness  has  been 
climbing  since  May,  and  the  De- 
cember rate  jumped  to  a  record 
10.9%. 

Although  chr-onically  high  un- 
employment will  con- 
tinue to  restrain  con- 
sumer outlays, 
exports  and  capital 
spending  are  set  to 
lift  the  economy  out 
of  its  winter-  dol- 
dr-ums.  The  8%.  drop 
in  the  trade-weighted 
German  mark  since 
March,  1995,  will  fuel 
enough  export  gr-owth 
to  supply  about  1  percentage 
point  to  1997  economic  growth, 
and  global  demand  is  picking  up. 
Despite  the  lower  r-eadings  for 
overall  business  optimism  in  De- 
cember (char-t),  the  same  survey 
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shows  that  export  expectations 
hit  a  two-year  high. 

Growth  is  set  to  broaden  as  th 
export  gains  spur  business  invest 
ment.  The  cheaper  mark,  slower 
wage  gr-owth,  improved  product!'' 
ity,  and  the  promise  of  corporate 
tax  cuts  will  boost  profits,  and 
rates  of  capacity  use  are  already 
beginning  to  rise.  Moreover,  inte 
est  rates  are  low  across  all  matu 
rities,  and  with  inflation  below  ^ 
2%,  real  rates  are  also  low.  I 

The  riib  in  the  outlook  is  unen 
ployment,  which  will  remain  higl 
in  1997.  The  economy  grew  a  pn 
liminary  1.4%  in  1996,  which  is 
below  the  2%  thr-eshold  needed  t 
begin  to  r*e verse  the  rising  jobles: 
trend.  Analysts  generally  expect 
growth  of  about  2.5%  this  year, 
approaching  3%  in  1998,  as  the 
dr-ag  fr-om  past  fiscal  belt-tighter 
ing  eases. 
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r'S  LIKE  YOUR  FLOPPY  DRIVE.  ONLY  IT  HOLDS  70 
IMES  MORE  STUFF,  AND  IT'S  UP  TO   20  TIMES  FASTER. 


TONS  OF  STORAGE  SPACE. 

Constant  hard  drive  upgrades  cost 
truck  Loads  of  money.  So,  increase 
your  storage  space — 100MB  at  a 
time  for  as  low  as  $14.95  per  disk. 
Perfect  for  storing  and  running  all 
your  Internet  and  multimedia  stuff. 


COMPLETE  PORTABILITY. 

The  Zip"  drive  and  Zip  disks  are 
small,  lightweight,  and  rugged. 

Which  means  you  can  take  work 
home,  on  the  road,  or  anywhere 
else  you  need  to  go. 


FAST,  EASY  BACKUP. 

The  Zip  drive  connects  to  your 
PC  or  Mac  (parallel  or  SCSI  port) 
in  less  than  five  minutes,  and 
it's  a  lifesaver  when  your 
computer  spazzes  out  —  by 
making  extra  copies  of  all 
your  stuff,  just  in  case. 


AFTER  $50  REBATE* 

Visit  your  local  retail  store 
or  see  us  at:  www.iomega.com 


T  70  BUCKS  BACK.  Talk  about  a  bigger,  better  deal  Now  when  you  buy  a  cool  blue  Zip 
!,  you'll  get  a  cool  $50  back  with  our  mail-in  rebate.  And  to  make  it  even  better,  we'll  send  you  another 
rebate  when  you  buy  a  Zip  Disk  10-Pack.  See  store  for  details.  Offer  good  through  3/31/97. 

BECAUSE     it's    YOUR  STUFF." 

imoga  Corporation.  Iomega  Is  a  registered  trademark,  and  the  Iomega  logo,  Zip,  and  "Because  It's  Your  Stuff"  are  irademarks  of  Iomega  Corporaiion.  Prices  listed  are  estimated  street  prices. 
Hces  may  vary  Zip  is  compatible  with  Windows^  95.  3.1.  NT.  DOS,  OS/2,  and  MacOS.  Up  to  20  times  faster  using  the  SCSI  or  IDE  models,  up  to  5  times  faster  using  the  parallel  port  model. 
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News:  Analysis  &  Commentary 


America  the 
Solvent  will 
be  a  different 
place-socially, 
politically, 
economically. 
Change  will  be 
wrenching-and 
well  worth  it 


Could  it  really  happen?  For  yeai"s, 
angiy  voters  have  demanded  fis- 
cal discipline  from  their  big- 
spending  national  government; 
For  decades,  economists  have 
warned  that  high  deficits  were  cinsliing 
national  savings  and  stifling  private  in- 
vestment. And  for  a  generation,  politi- 
cians have  used  the  budget  as  an  oppor- 
tunity for  partisan  finger-pointing.  Now, 
Washington  finally  seems  ready  to  stop 
squabbling  and  actually  ink  the  long- 
awaited  fiscal  Deal  of  the  Century. 

Sure,  the  pols  have  vowed  to  end  Un- 
cle Sam's  addiction  to  deficits  before. 
There  was  the  Gramm-Latta  amendment 
and  the  Gramm-Rudman  Act.  There 
were  "sequesters"  and  "discretionary 
spending  caps"  and  the  Contract  With 
America.  All  for  naught.  But  on  Feb.  6, 
President  Clinton  will  propose  a  fiscal 
agenda  that  promises  a  zero  deficit  by 
2002.  And  while  Republicans  will  criticize 
the  details,  they'll  embrace  Clinton's  plan 
as  a  step  toward  achieving  a  goal  they 
share.  And  that  could,  finally,  launch 
Washington  toward  fiscal  discipUne. 

Balancing  the  budget  by  2002  may 
have  the  ring  of  a  bumper-sticker  slo- 
gan, but  it  will  have  pi'ofound  conse- 
quences on  the  U.  S.  and  global 
economies,  the  fiiture  of  many  busi- 
nesses, and  the  government's 
compact  with  the  public.  Says 
AlhedSignal  ceo  Lawrence  A. 
Bossidy:  "It  vdll  force  the  coun- 
try to  decide  what  is  impor- 
tant, what  we  can  afford,  and 
what  we  cannot." 

If  the  budget  can  actually 
be  balanced  on  schedule  and 
without  gimmicks,  and  if 
Congress  and  the  Presi- 
dent can  keep  it  out  of  the  red, 
the  payoff  will  be  striking.  Once  the 
deficit  really  sinks  toward  zero  and  the 
government's  appetite  for  debt  ebbs,  in- 
terest rates  vriU  .start  falling.  How  much, 
no  one  knows.  But  economists  say  they'll 
certainly  be  lower  than  under  a  continu- 
ation of  big  deficits.  Tens  of  billions  of 
dollars  in  new  cash  will  flow  to  private 


investment.  Says  U  S  West  Chaimi 
Richard  D.  McCormick:  "Companies 
going  to  benefit  because  the  counti-\'  1 
be  stronger  financially." 

But  there  will  be  losers  as  well 
winners.  Bondholders  may  reap  h;i ' 
some  profits,  but  the  poor  and  eldi 
could  see  their  benefits  trimmed 
everything  fi-om  food  stamps  to  lie; 
care.  Interest-rate-sensitive  indust  i 
such  as  real  estate  and  manufactur 
win  come  out  well.  Many  health-caiv  ; 
defense  companies  could  take  a  pom  id  . 
So  may  businesses  that  rely  on  gc  i 
ment  infrastructure,  including  aiili 
and  tiuckei's,  as  well  as  companies  in 
ily  subsidized  by  Washington,  sucli. 
producers  of  ethanol  (page  36).  Su 
and  cities,  faced  with  providing  ser\ 
once  offered  by  Uncle  Sam,  could  1 
out  as  well. 

TOUGH  DEADLINE.  The  details  ot'  i 
year's  budget  agreement  are  gi 
more  appai-ent.  Clinton  is  proposing 
billion  in  Medicare  savings  ovo 
year's,  a  $100  billion  tax  cut,  and  a  s]  >i 
ing  fi-eeze  on  most  domestic  proui . 


LIFE 
UNDER  A 
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:cept  for  education,  which  would  get  a 
g  boost.  Though  the  Republicans  have 
ndamental  differences  on  the  details, 
ey're  within  shouting  distance  on  the 
■oad  spending  figures.  Growth  in 
edicare  spending  will  be  cut  by  slash- 
g  reimbursements  to  doctors,  hospi- 
Is,  and  managed-care  companies.  Ex- 
pt  for  Social  Security — which  will 
main  largely  untouched — and  interest 

the  debt,  all  other  government  spend- 
g  will  remain  frozen  at  1993  levels  for 

least  the  next  five  years.  After  ad- 
sting  for  inflation,  that  means  a  cut  of 
'%  to  30%  in  the  government's  ability 

deliver  services.  The  one  sweetener: 
odest  tax  cuts  on  capital  gains  and  for 
milies  with  kids.  On  Jan.  29,  an  up- 
:at  President  Clinton  predicted,  "on 
lance,  I'm  still  quite  hopeful"  for  a 
i.dget  deal  this  yeai'. 
Still,  meeting  the  2002  deadline  will 

difficult — especially  if,  as  is  likely, 
sve's  a  recession  in  the  interim.  And 
en  if  a  balanced-bud- 


economic  nirvana  overnight.  After  all, 
the  deficit  has  ab-eady  been  slashed  from 
a  record  $290  billion" in  1992  to  $107  bil- 
lion in  fiscal  19%.  The  final  push  to  get  to 
a  zero  deficit  will  only  continue  that 
trend.  "It's  more  of  the  same,  and  that's 
good,"  says  former  (::bo  Director  Robert 
Reischauer.  Still,  he  adds,  "Harry  isn't 
going  to  lean  across  the  breakfast  table 
and  say  to  Louise:  'I  feel  so  energized  by 
this  balanced-budget  deal' " 

That's  paitly  because  the  red-ink  wai"- 
riore  ai'e  afraid  to  take  on  some  explosive 
issues.  Both  Medicare  and  Social  Securi- 
ty face  insolvency  without  long-term 
stinctural  i-eform.  However,  those  mas- 
sive entitlements,  which  will  eat  up  neai"- 
ly  40%  of  the  budget  in  2002.  won't  be 
overhauled.  The  likely  Medicare  changes, 
for  instance,  will  only  buy  the  progi'am 
another  few  years  of  solvency.  So  a  bud- 
get deal  will  offer  only  a  fleeting  taste  of 
balance.  After  2002.  the  deficit  will  start 
ballooning  again.  And  that  will  be  tnie 
even  if  an  amendment  for  a  balanced 
budget  is  adopted. 

TUMBLING  RATES?  Even  so.  just  getting 
to  balance  in  the  short  temn  would  set  in 
motion  huge  changes.  In  I'ecent  weeks, 
healthy  economic  gi'owlh  and  the  bond 
mai'ket's  ura-elenting  inflation-phobia  have 
driven  up  interest  rates.  And  bond  vigi- 
lantes won't  start  buying  debt  just  be- 
cause government  promises  a  balanced 
budget.  But  real  movement  toward  bal- 
ance could  start  pushing  rates  down.  In- 
deed, Pasquale  J.  Rocco,  senior  econo- 
mist at  Wefa  Group,  an  economic 
consulting  finn.  figau'es  long-tenn  rates 
would  drop  by  a  percentage  point  over 
foui'  years,  relative  to  where  they  would 
otherwise  be.  And  Federal  Reserve 
Board  Chairman  Alan  Greenspan  is  con- 
vinced that  long-term  balance  that  in- 
cludes reforms  in  Medicare  and  Social 
Seciuity  would  have  a  fuither  poweifiil 
downward  impact  on  yields:  "We  can 
find  ourselves  with  fairly  dramatic  de- 
cUnes  in  long-teiTO  rates."  he  predicts. 

Falling  rates,  in  turn,  would  boost  pri- 
vate investment.  David  A.  Wyss,  re- 
search dii'ector  at  economic  consultants 


WINNERS 

■  HOUSING  AND  REAL  ESTATE 

Lower  rates  will  stimulate  building 

■  HEAVY  EQUIPMENT 
MANUFACTURERS  Cheaper  capital 
will  make  purchases  less  expensive 

■  BONDHOLDERS  With  less  Treasury 
borrowing,  existing  bonds  will  be 
more  valuable 

■  DEMOCRATS  The  "tax  and  spend" 
label  won't  stick 

■  REPUBLICANS  A  bipartisan  deal 
on  Medicare  will  wipe  out  the  GOP's 
image  as  senior-bashers 


■  HEALTH-CARE  PROVIDERS  Any 

Medicare  deal  will  squeeze  them 

■  SENIORS  They'll  pay  higher 
premiums  and  face  restrictions 
on  Medicare 

■  TRANSPORTATION  INDUSTRIES 

Congress  will  impose  fees  to  maintain 
airports,  roads,  and  waterways 

■  STATE  AND  LOCAL  GOVERN- 
MENTS Washington  will  shift  respon- 
sibility and  costs 

■  BROADCASTERS  New  fees  for  use 
of  TV  spectrum  are  likely 
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News:  Analysis  &  Commentary 


THE  LONG  AND  WINDING 
ROAD  TOWARD  A 
BALANCED  BUDGET 


1969  The 

federal  budget 
runs  a  $3.2 
billion  surplus, 
its  eighth  since 
World  War  II. 


1972  Nixon 
indexes  Socia 
Security  to 
inflation,  putting 
benefits  on  an 
escalator. 
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DRi-McGraw  Hill,  fagm-es  that  a  one  per- 
centage-point decline  in  yields  would 
mean  $100  billion  in  new  economic  stim- 
ulus and  would  increase  net  capital 
spending  from  the  cun-ent  4%  of  gi-oss 
domestic  product  to  4.5%. 

Lower  rates  aren't  the  only  economic 
payoff.  Harvard  University  economist 
Jeffrey  D.  Sachs  calculates  that  for 
every  percentage-point  reduction  in  the 
budget  deficit  as  a  share  of  gdp,  the 
U.  S.  trade  deficit  shrinks  by  half  of  a 
point.  Adds  Tokyo-based  Kenneth  S. 
Courtis,  chief  economist  with  Deutsche 
Bank  Capital  Mai'kets  (Asia):  "A  credible 
reduction  in  the  U.  S.  budget  deficit 
would  take  a  lot  of  risk  out  of  the  world 
ec(jnomy  and  take  pressure  off  of  global 
cajjital  markets." 

FLYING  SOLO.  The  gains  would  flow  quick- 
ly through  the  U.  S.  economy.  Indeed,  if 
the  budget  remained  balanced  through 
2030,  a  recent  CBO  study  figures  that 
real  per-capita  odf  in  the  IJ.  S.  would 
rise  by  an  additional  25% — a  huge  in- 
crease. For  Senate  Budget  Committee 
Chairman  Pete  V.  Domenici  (R-N.  M.), 
it's  a  no-brainer:  "Lower-  taxes,  lower  in- 
terest rates,  more  growth  in  the  Ameri- 
can economy." 

Beyond  economic  gains,  a  balanced 
budget  would  change  the  relationship 
between  Washington  and  the  public. 
Ever  since  the  New  Deal,  the  feds  have 


been  considered  the  nation's  No.  1  prob- 
lem solvers.  But  in  an  era  of  fiscal  re- 
straint, people  would  be  for-ced  to  look 
closer  to  home  for  solutions.  The  result: 
"Dramatic,  structural  changes  in  gov- 
ernment," argues  Will  Marshall,  presi- 
dent of  the  ProgTessive  Policy  Institute, 
a  centrist  Democratic  tliink  tank. 

Since  the  1960s,  Washington  has 
ducked  tough  choices.  The  public  came 
to  believe  it  was  entitled  to  both  gener- 
ous government  progi'ams  and  big  tax 
cuts.  Balancing  the  federal  books  now 
will  mean  a  wrenching  change  of  mind- 
set— one  that  many  ar-e  stiU  not  ready  to 
make.  "We  as  a  society  have  been  un- 
willing to  pay  for  the  amount  of  gov- 
ei'nment  we  want,"  says  Barry  K. 
Rogstad,  president  of  the  American 
Business  Conference,  "We  have  to  come 
to  giips  with  that." 

But  should  Washington  reach  fiscal 
balance,  a  powerful  step  will  have  been 
taken  toward  i-estoiing  the  confidence  of 
the  markets  and  the  public.  Says  Trea- 
sury Secretary  Robert  E.  Rubin:  "It 
maintains  an  atmosphere  of  fiscal  re- 
sponsibility that  is  absolutely  critical  to 
having  low  interest  rates." 

The  big  question,  of  coiu^se,  is  whether 
the  government  can  stick  to  fiscal  disci- 
pline for  long.  Political  opposition  aside, 
some  economists  fear  that  a  budget  reg- 
ularly in  balance  vrill  constrain  Wasliing- 


1981  Re|; 
enacts  a  i 
tax  cut  a. 
defense  j; 
ing.  The  e 
soars. 


ton's  ability  to  soften  economic  don 
tunis.  Today,  when  the  economy  sl( 
spending  for  a  host  of  progi-ams  f 
unemployment  insiu-ance  to  food  stai 
automatically  rises  and  swells  the  lic 
Without  that  coimteix-yclical  stimuli i- 
cessions  might  be  longer  and  dn 
That  would  be  especially  true  if  ;i 
anced-budget  amendment  barred  ; 
er-nment  fi'om  running  deficits.  "I 
this  will  put  budget  policy  in  a  si  i, 
jacket,"  says  Brookings  Institution  i 
omist  Gary  Biutless. 

Even  in  good  times,  balancing  hj 
feder'al  books  will  tear  into  the  nati 
already    frayed    social  safety 
Medicai-e  r-efor-ms  will  mean  the  elil 
wall  pay  more  for  health  car-e  and 
haps  receive  less,  ^''edei'al  welfar'e  s]  > 
ing  has  ah'eady  been  slashed.  And 
cash  aid  will  hkely  be  trimmed  as  ^ 
Housing  assistance,  for  instance, 
been  cut  by  25%-  since  1993  and  1 
even  deeper-  cuts  in  coming  year-s.  < ' 
and  states  will  have  gi-eater  hw 
pushed  onto  them,  and  unless  thc\ 
run  progr-ams  mor-e  efficiently,  theii- 
payers  will  end  up  paying  mor-e  tu 
por-t  those  services. 

Most  gover-noi-s  ar-e  willing  to  Ux  f 
less  from  Washington.  "You've  gi 
deal  with  oiu"  financial  debt,"  says  ( i 
Republican  Governor  George  V. 
no\ich.  "That  may  very  well  mean  |;it 


The  fewer  the  interest-payment  checks  Trean 
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i  local]  government  will  have  to  pick 
a  laj'ger  shai-e  of  the  costs."  But  they 
I't  want  to  be  forced  to  use  theii-  own 
ney  to  comply  with  requii'ements  dic- 
ed by  a  cash-strapped  Uncle  Sam. 

Florida's  Democratic  Governor 
wton  Chiles.  "If  we  get  a  balanced 
iget  and  mandates,  then  we'll  have 
worst  of  all  worlds." 
5ome  industries  also  will  pay  the 
ze.  Just  as  the  defense  business  suf- 
sd  when  government  began  slashing 
itary  spending  in  1989,  deep  new 
■nding  cuts  in  other  areas  could 
eeze  mai'kets  and  increase  costs  else- 
ere  in  the  economy.  Health-care 
viders  will  see  a  sharp  drop  in 
dicare  and  Medicaid  payments.  The 
^est  losers:  nonprofit  hospitals,  spe- 
1  ist  physicians,  and  health-maintenance 
I  anizations. 

I  lome  health  care  is  a  good  example. 
1  '994,  nearly  75%  of  payments  for  such 
I  /ices  came  from  Medicare  and  Med- 
i  1.  If  that  cash  flow  is  squeezed,  some 
H  ipanies  will  see  then-  gi"avy  train  de- 
I  3d.  Predicts  Robert  A.  Fusco,  presi- 
il  t  of  Olsten  Health  Services  Inc.,  a 
t]  ^/ille  (N.  Y.)-based  home  health-care 
I  pany:  "Those  that  don't  adapt  will 
i  nately  be  out  of  business." 
<  Jid  companies  that  use  the  federal 
I  astructure  or  regulators,  such  as 
i  kei-s,  broadcasters,  and  aii'lines,  could 


see  a  steep  rise  in  their  expenses  as  the 
deficit-conscious  government  shifts  costs 
fi'om  taxpayers  to  users  and  theu-  cus- 
tomers. "We're  ab-eady  paying  more  than 
we  get  out,"  ft'ets  John  J.  Collins,  se- 
nior vice-president  of  the  American 
Trucking  Associations. 

The  ti-uckers  vdll  have  to  wage  wai' 
wdth  eveiy  other  interest  gi'oup  in  Wash- 
ington over  a  shrinking  pie.  A  huge 
chunk  of  cuts  has  to  come  from  "discre- 
tionary" progi'ams,  the  tliii'd  of  the  bud- 
get that  is  ftmded  annually.  These  pro- 
gi'ams,  ranging  from  the  Environmental 
Protection  Agency  to  the  FBI  to  the  fed- 
eral highway  system,  will  be  subject  to 
bloody  battles  for  bucks.  It  will  be  the 
same  on  the  tax  fi'ont  as  new  breaks  for 
some  are  likely  to  be  ftmded  by  closing 
loopholes  for  others. 
"SHARK  TANK."  Longtime  National 
League  of  Cities  budget  lobbyist  Frank 
Shafroth  calls  the  new  reality  "life  in 
the  shark  tank."  And  it  will  change  the 
way  politics  is  done  both  in  Washington 
and  in  state  capitals.  Companies  will 
have  to  focus  on  regional  or  industry 
alliances  rather  than  just  counting  on 
party  loyalties.  "It's  kind  of  like  leaiTiing 
to  play  three-dimensional  chess,"  says 
Jennifer  Laszlo,  a  political  and  business 
media  consultant. 

If  the  Democrats  and  GOP  in  fact  find 
common  gi'ound,  it  will  be  because  both 


parties  believe  a  fiscal  deal  will  serve 
their  own  interests.  Republicans  can 
claim  that  their  decades-long  calls  for 
fiscal  responsibility  have  finally  paid  off. 
And  a  deal  with  Clinton  could  neutralize 
the  withering  partisan  criticism  they 
faced  for  tiying  to  trim  the  gi'owth  in 
Medicare  spending. 

For  their  part,  moderate  Democrats 
figiu'e  that  a  deal  will  be  yet  another 
step  toward  the  political  center.  The 
end  of  the  cold  war  has  taken  anti-com- 
munism out  of  the  Republicans'  arse- 
nal. By  signing  the  welfare  reform  law 
and  taking  a  tougher  stand  against 
crime,  Clinton  has  weakened  charges 
that  the  party  is  controlled  by  soft- 
hearted liberals.  Now,  support  for  a  bal- 
anced budget  will  help  them  shed  their 
"tax-and-spend"  label. 

Tliis  is  one  case,  however,  where  even 
self-serving  pols  may  be  acting  in  the 
best  interest  of  the  nation.  Restoiing  fis- 
cal discipline  is  long  overdue,  and  it  can 
help  provide  a  powerful  boost  to  the 
economy.  If  they  distribute  the  pain  and 
benefits  fairly  while  ending  iiresponsi- 
ble  deficits,  they  will  have  pulled  off  a 
historic  achievement — one  that  could 
raise  the  American  standard  of  living 
and  U.  S.  standing  in  the  world  economy. 

By  Howard  Gleckman  and  Mike 
McNamee,  with  Richard  S.  Dunham  in 
Washington  and  bureau  reports 


Is  overseas,  the  stronger  the  economy 
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THE  END  OF  CORPORATE 
WELFARE  AS  WE  KNOW  IT? 


San  Diego  businesswoman  Susan 
Corrales-Diaz  is  a  Republican  who 
abhors  farm  subsidies  and  wasteful 
federal  spending.  But  when  it  comes  to 
federal  loan  guarantees,  she  has  two 
words  for  gop  budget  hawks:  Hands  off. 
As  president  of  Systems  Integi'ation 
Inc.,  which  makes  automated  controls 
for  power  plants,  Coirales-Diaz  depends 
on  the  U.  S.  Export-Import  Bank  and 
Small  Business  Administration  to  guar- 
antee private-bank  loans  that  finance  la- 
bor and  material  for  overseas  sales.  The 
loans  are  crucial  because  it  takes  up  to 
two  years  for  Systems  Integi'ated  to  re- 
ceive payments  on  foreign  orders,  which 
account  for  30%  of  its  business.  "If  any- 
thing happens  to  those  programs,  I 
won't  be  able  to  export,"  she  fi-ets. 

CoiTales-Diaz  is  right  to  wony  about 
the  fate  of  such  programs.  Suddenly, 
business  is  in  the  budgeteers' 
crosshairs,  as  the  White  House  and 
Congi'ess  begin  squeezing  federal 
spending  to  make  good  on  their  pledge 
to  balance  the  budget  by  2002.  Cher- 
ished business  progi'ams — from  Ex-Im 
to  energy  research — are  marked  for  ex- 
tinction. For  at  least  a  decade,  some 
Democrats  and  Republicans  have  tried 
to  kill  "corporate  welfare"  only  to  get 
steamrollered  by  business  lobbyists  and 
their  powerful  allies  on  Capitol  Hill. 
But  this  year,  new  economic  and  politi- 
cal pressures  will  make  it  tough  for 
lawonakers  to  avert  significant  cuts  in 
corporate  subsidies. 

SLICING  PORK.  Tlie  campaign  against  in- 
dustiy  giveaways  is  abeady  forging  al- 
liances between  the  right  and  the  left. 
On  Jan.  28,  House  Budget  Committee 
Chainnan  John  R.  Kasich  (R-Ohio), 
flanked  by  Representative  Edward 
Royce  (R-Calif.),  consumer  advocate 
Ralph  Nader,  and  consei"vative  guru 
Grover  G.  Norquist,  unveiled  a  hit  list  of 
12  government  programs  that  benefit 
business.  Among  the  tai'gets:  a  huge  iiri- 
gation  project  in  Colorado,  loans  to  riu-al 
electric  utilities,  and  U.  S.  contributions 
to  the  International  Monetary  Fimd. 
Eliminating  all  12  would  save  taxpayers 
$11.5  billion  over  five  yeai's,  Kasich  says. 

UNITED  WE  STAND:  Kasich,  Royce, 
Norquist,  and  Nader  face  the  press 


The  same  day.  Senator  John  McCain 
(R-Ariz.)  introduced  legislation  to  cre- 
ate a  federal  commission  to  slice  corpo- 
rate pork.  The  panel  would  be  modeled 
on  the  military  base-closing  commission, 
which  successfully  eliminated  unneeded 
defense  facilities  that  had  been  political- 
ly untouchable.  Backers  include  Demo- 
cratic Senators  Edward  M.  Kennedy 
and  John  F.  Keny  of  Massachusetts. 
Next  up:  a  bill  aimed  at  closing  corpo- 
rate tax  loopholes  that  is  sponsored  by 
Senator  Tom  Harkin  (D-Iowa)  and  Rep- 
resentative Lane  Evans  (D-Ill.). 

Members  of  this  odd  alliance  have 
different  motivations  and  msh  hsts.  For 
example.  Democrats  such  as  Harkin 
want  to  eliminate  dozens  of  corporate 
tax  breaks,  such  as  so-called  transfer- 
pricing  plans  that  let  multinationals 
shelter  i)rofits.  But  many  Republicans 


are  ideologically  opposed  to  any 
proach  that  increases  taxes  on  b 
or  individuals.  Everyone  finds  cc 
gi'ound,  however,  in  one  harsh  r( 
Massive  savings  will  be  needed  I 
nate  the  deficit.  That  means  just 
everything  is  on  the  table,  incluc 
pork  for  pinstripes.  "The  dynam: 
changed  with  the  pressui-e  to  ba 
the  budget  by  2002,"  says  McCa 
Corporations  are  quick  to  cou 
that  theii"  subsidies  generate  job 
revenue.  Still,  their  bennies  mali 
tempting  target  because  they're 
and  don't  win  much  sympathy  fi 
average  voter.  Just  how  much  is 
pot  is  a  matter  of  debate,  thoug: 
libertarian  Cato  Institute  estima 
federal  largesse  for  business  am 
$75  billion  annually  in  direct  spe 
alone.  Industry-specific  tax  brea 
the  government  around  $60  billii 
more.  While  spending  on  defense 
fare,  and  education  has  been  sla 
business  aid  has  survived  large! 
In  the  past  five  years,  less  than 
industry  subsidies  have  been  ph 
out,  says  economist  Robert  J.  SI 
of  the  Progi-essive  Policy  Institv  i 


An  alliance  between  the  right 
and  left  has  come  up  with  a  hit  list 
of  12  government  programs 
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)eniocratic  think  tank, 
gh  small  companies  that  ex- 
I  a  stake  in  the  fight,  most  of 
gi'ams  benefit  big  business, 
constituency  is  currently  wai'- 
some  Hill  Republicans.  The 
nated  by  a  new  breed  of  pop- 
'mers,  is  eager  to  shed  its  im- 
e  party  of  uncaring  country 
"We've  reformed  welfare  for 
)  don't  have  money  or  power- 
ngton  lobbyists,"  says  Kasich. 
s  time  we  did  the  same  for 
3orate  welfare  programs  that 
ch  and  powerful." 
lESAGE?  One  of  Kasich's  pet 
the  Overseas  Private  Invest- 
p.,  which  offers  loans,  guaran- 
political  risk  insurance  to  U.  S. 
in  emerging  markets.  It  nar- 
vived  a  bipartisan  attack  in 
ics  say  opic  distorts  private 
it  decisions,  wastes  capital,  and 
.xpayers  with  financial  risk, 
sif-financing  agency  actually 
million  back  to  the  Ti-easury 
Supporters  say  that  as  long  as 
major  trading  partners  are  in 
-ment-credit  business,  the  U.  S. 


MODEL  SATELLITE: 

High-tech  companies 
could  lose  research  funds 

must  be,  too.  Besides, 
they  add,  opic  helps 
spread  capitalism  to  places 
in  which  it  otherwise 
might  not  flourish. 

Some  executives  sus- 
pect that  Republicans  are 
gunning  for  business  part- 
ly to  send  a  not-so-subtle 
message  to  big  corpora- 
tions that  contributed  to 
Democratic  coffers  in  the 
last  election.  "The  gop 
strategy  is  to  look  foi- 
someone  who  has  a  bad 
program  and  who  is  on 
the  wrong  team,"  says  a 
business  lobbyist.  One 
likely  target:  a  provision 
that  gi'ants  a  54-cent  per 
gallon  excise  tax  exemp- 
tion to  ethanol.  The  sub- 
sidy is  a  boon  mainly  for 
Ai-cher  Daniels  Midland 
Co.,  which  produces  more 
than  half  the  ethanol  made 
in  the  U.  S.  In  the  1996 
campaign,  adm's  political 
action  committee  gave 
$113,000  to  Democrats  and 
$90,476  to  RepubUcans. 

Still,  there  are  plenty 
of  other  sacred  cows.  For 
example,  broadcasters  last 
year  handily  killed  a  plan 
to  force  them  to  pay  for 
additional  spectinim  that 
would  allow  them  to  beam 
new  digital  programming. 
While  he  was  Senate  Ma- 
jority Leader,  former  oop 
Presidential  contender 
Bob  Dole  of  Kansas  had 
pushed  for  broadcasters 
to  pay  for  the  new  chan- 
nel space  in  an  auction 
that  would  have  raised  up 
to  $70  billion  for  the  gov- 
ernment, according  to 
some  estimates.  Also  con- 
sidered safe:  subsidies  to 
sugar  growers  that  cost 
American  consumers  more 
than  $1  billion  a  year  in  inflated  prices 

With  corporate  lobbyists  girding  for- 
battle  and  lawmakers  divided  over 
which  subsidies  should  be  scuttled  and 
which  are  essential,  the  assault  on  coi-- 
porate  welfare  could  fizzle  again.  Odds 
are,  though,  that  business  vdll  finally 


On  the  Hit  List 

Foes  of  corporate  welfare  are  talcing  aim  at 
dozens  of  government  subsidies  and  tax  breaks 
for  business,  including  these  vulnerable  programs 


1997  SUBSIDY 

MILLIONS 


ETHANOL  TAX  CREDIT 

Aims  to  spur  use  of  gasoline 
alternative 

U.S.  EXPORT-IMPORT  BANK 

Finances  foreign  purchases  of  U.S.  goods 

FOSSIL  ENERGY  RESEARCH  &  DEVELOPMENT 

Provides  grants  for  energy  research 

COMMERCE  DEPT.'S  ADVANCED 
TECHNOLOGY  PROGRAM 

Gives  research  and  development  grants 
to  high-tech  companies 

DEFENSE  DEPT.'S  TECHNOLOGY  REINVESTMENT 
PROGRAM 

Gives  research  grants  to  high-tech 
companies  to  develop  technologies  with 
both  civilian  and  military  use 

OVERSEAS  PRIVATE  INVESTMENT  CORP 

Offers  political  risk  insurance  and  loan 
guarantees  to  support  business 
investments  overseas 

AGRICULTURE  DEPT.'S  MARKET 
ACCESS  PROGRAM 

Helps  agribusiness  industry  offset  foreign 
advertising  costs 

DATA:  BUSINESS  WEEK 


have  to  ante  up.  "The  budget  noose  is 
tightening,"  says  Stephen  Moore  of 
Cato.  "And  that  makes  everything  vul- 
nerable." Business  breaks  included. 

By  Amy  Bomis  in  Washington,  with 
Greg  Burns  in  Chicago  and  bureau 
repoHs 
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COMMENTARY 


By  Paul  Magnusson 


COMMERCE:  KEEP  THE  BUSINESS,  LOSE  THE  SLEAZE 


It  was  hard  to  miss  the  exquisite 
irony  of  it  all:  William  M.  Daley, 
scion  of  one  of  America's  most  po- 
litical families  and  a  lifelong  resident 
of  Chicago,  the  big-shouldered  city 
where  politics  is  a  contact  sport, 
promising  during  his  Senate  confir- 
mation hearing  on  Jan.  22  that  there 
will  be  "no  place  for  politics"  in 
his  Commerce  Dept. 

That's  like  saying  that  fi'om 
now  on,  there  will  be  no  place 
for  the  Chicago  Bulls  in  basket- 
ball. The  fact  is,  the  Commerce 
job  has  always  been  one  of  the 
most  political  Cabinet  appoint- 
ments. Presidents  Clinton, 
Bush,  Reagan,  and  Nixon  all 
chose  their  top  fund-raisers  or 
pohtical  pals  for  Commerce 
chiefs.  Daley  himself  helped 
raise  $13.5  milhon  as  co-chair- 
man of  the  1996  Democratic 
convention.  Furthermore,  the 
halls  of  the  massive  Commerce 
headquarters  have  been  packed 
with  up  to  260  pohtical  ap- 
pointees, a  far  higher  percent- 
age of  political  sinecures  than 
any  other  Cabinet  department. 
TARGET.  But  the  free  and  easy 
days  may  be  over.  The  Republi- 
can Congi'ess  is  warning  Daley 
to  watch  his  step.  It's  not  just 
that  the  32,000-person  agency  is 
under  fire  for  hai'boring  John 
Huang,  central  figin-e  in  the 
"Donorgate"  foreign  fund-rais- 
ing scandal.  Conservatives  such 
as  Senator  Sam  Brownback  (R- 
Kan.),  have  targeted  Commerce 
as  the  epicenter  of  "corporate 
welfare"  because  it  hands  out 
research  gi'ants  to  U.  S.  technol- 
ogy companies. 

Republicans  warn  that  unless- 
ley  wants  the  department  stripped 
dovm  to  a  couple  of  weather  satel- 
lites and  the  Census  Bureau,  he  had 
better  shun  politics.  One  gop  sugges- 
tion is  ridiculously  partisan:  deny  De- 
mocratic campaign  contributors  a 
seat  on  any  foreign  trade  mission  led 
by  the  Commerce  Secretary  for  at 
least  six  months  after  their  last  do- 
nation. That,  of  course,  would  shut 
down  trade  missions  for  all  but  Re- 
publican CEOS  while  impinging  on  the 
freedom  of  business  to  contribute. 


There  is  a  better  way  to  build  on 
the  legacy  of  the  late  Ronald  H. 
Brown — the  Commerce  chief  who  el- 
evated trade  missions  to  an  art 
form — and  minimize  the  explosive 
mixing  of  export  promotion  and  po- 
litical donations.  Daley  should  limit 
trade  missions  to  companies  with  ex- 


may  also  be  his  most  important  chal- 
lenge. Brown's  infusion  of  money  pol- 
itics into  export  promotion  created 
scandal.  Still,  the  U.  S.  needs  to  stay 
in  the  game.  "Marketing  by  govern- 
ment and  private  partnerships  is 
now  being  done  by  everyone,  and 
this  is  no  time  to  be  getting  out  of 
that  business,"  says  National 
Association  of  Manufacturers 
President  Jerry  Jasinowski. 
FIRINGS.  Daley  has  wisely 
moved  to  counter  some  of  the 
GOP  criticism  by  promising  to 
cashier  100  political  appointees 
and  to  declare  a  30-day  morato- 
rium on  trade  junkets  while  the 
new  guidelines  are  written. 
Meanwhile,  he  still  has  some 
backing  for  an  activist  agenda. 
"As  we  move  from  the  cold  war 
to  the  trade  wars,  some  want 
to  get  rid  of  the  new  Pentagon, 
which  is  you,"  a  supportive 
Senator  Ernest  F.  Hollings  (D- 
S.  C.)  told  Daley  during  the 
confii'mation  hearings. 

Trade  missions  under  Presi- 
dents from  both  parties  have 
been  important  and  successful 
exercises  in  global  salesman- 
ship. Republicans  might  recall 
that  George  Bush  took  the  Big 
Three  auto  makers  to  Tokyo  in 
1992 — and  came  back  with  a 
sigTiificant  agreement  on  the 


DALEY 


The  new  Secretary  should  limit 
trade  missions  to  highly  competitive  companies 
with  success  in  exporting 


Da- 


port  experience.  Target  countries 
that  have  been  reluctant  to  open 
their  markets,  and  load  the  Secre- 
tary's plane  with  highly  competitive 
companies  that  have  won  significant- 
ly larger  market  share  elsewhere.  In- 
clude a  variety  of  midsize  and  small- 
er companies  to  add  entrepreneurial 
flavor,  even  if  this  violates  lailes  one 
and  two.  And  as  Daley  himself  of- 
fered, make  the  selection  process  "as 
fair  and  transparent"  as  possible. 

Drawing  up  the  new  lules  will  be 
Daley's  first  big  test  as  Secretary.  It 


sale  of  U.  S.  car  parts  in  Japan. 

No  doubt  the  gop  leadership  vdll 
be  scanning  every  passenger  mani- 
fest for  the  proper  political  diversity. 
That's  appropriate.  But  in  an  era 
when  governments  can  contribute  as 
much  to  an  industry's  comparative 
advantage  as  can  technology,  this  is 
no  time  to  be  hamstringing  business 
by  tossing  out  trade  policy  with  the 
politics. 


Magnusson  covers  trade  policy 
from  Washington. 


A  C  T  U  A  L  L  Y.  THE  idea  OF  DRIVER  CONTROL 
HAS     BEEN    AROUND     FOR    Q^U  1  T  E     SOME  TIME. 
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DEALS 


HILTON  COULD  HIT 
THE  JACKPOT 

An  ITT  takeover  would  give  it  a  sweet  hand 


For  years  now,  a  poster  ft'oni  the 
1969  shoot-'em-up  movie  The  Wild 
Bunch  has  hung  from  the  wall  of 
whatever  offices  Stephen  F.  Bol- 
lenbach  has  found  himself  in  dunng  his 
peripatetic  career  as  financial  executive 
and  dealmaker.  The  gim-shnging  image 
is  an  apt  one:  Last  June,  scarcely  six 
months  after  taking  over  as  president 
and  chief  executive  of  Hilton  Hotels 
Coi-p.,  the  54-yeai'-old  executive  scooped 
up  casino  operator  Bally  Entertainment 
Coi-p.  in  a  $3  billion  deal.  And  now,  just 
weeks  after  the  Bally  deal  closed,  Bol- 
lenbach  has  fii-ed  off  an  unsolicited  $10.5 
billion  takeover  bid,  including  the  as- 
sumption of  debt,  for  itt  Corp. 


BoUenbach's  latest  salvo  may  be  the 
start  of  a  long  siege.  .Just  hoiu's  after 
receiving  a  faxed  letter  on  Jan.  27  con- 
taining Hilton's  $55  a  share  cash  and 
stock  bid,  ITT  went  into  a  defensive  pos- 
ture. Once  a  formal  tender  offer  is  re- 
ceived from  Hilton,  itt  says,  it  will  re- 
spond within  10  days.  The  market's 
response  was  immediate:  itt's  stock 
soared  to  58!^  from  43%.  the  level  where 
its  depressed  shares  had  been  hover- 
ing since  last  fall.  On  Jan.  29,  the  stock 
closed  at  57X.  Hilton's  stock  also  rose, 
climbing  from  25M  on  Jan.  27  to  29  on 
Jan.  29.  "It  doesn't  take  a  genius  to  see 
that  there  ai'e  people  out  there  betting 
on  us,"  says  Bollenbach.  itt  executives 


had  nu  comment.  The  next  schedu  : 
meeting  of  itt's  board  is  Feb.  4. 

Bollenbach  himself  is  betting  th;i' 
transaction  will  continue  the  traii 
mation  of  the  once-lackluster  coni]  ^ 
he  was  named  to  head  on  Feb.  2,  1 
With  itt,  Hilton  would  become 
largest  hotel  and  casino  operator,  o\\ 
or  managing  more  than  300  hotel- 
30  casinos  around  the  world.  Anei 
cash  flow  of  more  than  $2  billion 
those  properties,  it  would  solidil\ 
place  as  a  major  player  in  the  fast-' 
solidating  gaming  business. 

If  Hilton  succeeds  in  its  conque.-i 
ITT,  it  will  owii  foiu'  of  the  dozen  ku'i 
casinos  in  Las  \"egas  and  thi-ee  of 
nine  lai-gest  casinos  in  Atlantic  City.  ( ; 
ing  such  scale  may  prove  cmcial  to  1 
term  siu'vival  in  the  gaming  busiii' 
After  several  yeai"s  of  relentless  gi'' ' 
and  the  construction  of  new-  casinos, 
bling  in  the  U.  S.  appeal's  to  be  sli  i 
down  (chart).  This  year,  U.S.  ca- 
will  take  in  $17.3  billion,  estimates  ■ 
ei"s  &  Lybrand  Hospitahty  Consult 
That's  just  a  m  hike  fr'om  1995,  : 
gi-owth  of  more  than  15*7?  amuiaUv  - 
1992.  "Sooner  or  later,  reahty  has  to 
in,"  says  Michael  French,  the  Com 
&  Lybrand  pailner  in  charge  of  i 
ing.  "Overcapacity  means  that 


Hilton  would 
become  the 
No.l  hotel  and 
casino  operator 
in  the  world, 
owning  more 
than  300  hotels 
and  30  casinos 


FLAMINGO  HILTON  HOTEL 
AND  CAESARS  PALACE 

strong  are  going  to  survive." 
le  contraction  in  the  industry  has 
idy  claimed  victims.  The  same  day 
Hilton  launched  its  bid  for  itt,  the 
1-foot  tall  Stratosphere  casino  in  Ve- 
iled for  bankiaiptcy  protection  after 
nine  months  because  it  couldn't  pay 

I  203  million  mortgage.  Days  earlier, 
lid  Trump,  struggling  under  $314 
m  in  high-yield  debt,  sold  a  51%  in- 
it  in  his  Trump  Castle  in  Atlantic 
to  Los  Angeles-based  Colony  Capi- 

1  ic.  to  pi'ovide  cash  for  expansion. 

1  aking  a  play  for  itt,  says  Bollen- 
,  was  too  good  an  opportunity  to 
t.  itt's  Caesars  casinos  in  Vegas 
Atlantic  City  are  a  strong  bi-and 
'  in  a  fi*agmented  market.  Tlie  casi- 
;enerate  $295  million  in  annual  cash 
Hilton  intends  to  capitalize  on  the 
ars  name  and  will  almost  certainly 
itt's  plans  to  spend  nearly  $1.2 
1  to  build  Planet  Hollywood  casinos 
igas  and  Atlantic  City.  That  deal 
for  ITT  to  pay  all  the  costs  for  con- 
tting  and  operating  the  casinos. 
S't  Hollywood  would  receive  10%  of 
■asinos'  cash  flow.  Using  "someone 
name  just  doesn't  make  sense," 
IBollenbach.  "Caesars  has  a  gi'eat 
1  name.  It  would  be  like  Coca-Cola 
Kg  A&w  Root  Beer." 


What  really  makes 
I  he  deal  work  for 
Milton,  however,  is 
he  strong  Sheraton 
iiiitel  line.  The  lodg- 
nu'  industry  is  on  an 
iiljswing,  with  overall 
hotel  occupancy, 
which  dropped  to 
()1%  nationwide  in 
1991,  up  to  nearly 
66%  in  1996,  figures 
Coopers  &  Lybrand. 
And  lodging  industiy 
profits  were  up  31%  in  1996.  Occupancy 
levels  are  even  higher  in  the  full-service 
hotel  segment,  where  both  Hilton  and 
Sheraton  are  major  players.  At  Hilton, 
which  owns  mostly  foil-scale  hotels,  oc- 
cupancy is  up  to  77%,  and  room  rates 
climbed  9%  in  1996.  The  72  hotels  Sher- 
aton owns  generated  $524  million  in  cash 
flow  in  1996,  says  Schroder,  Wertheim 
analyst  John  J.  Rohs.  That  is  nearly 
twice  Hilton's  cash  fiow  fi'om  gaming. 
Moreover,  Sheraton's  operations  are 
strong  where  Hilton's  ai-e  weakest,  espe- 
cially in  Eui'ope,  says  hotel  and  gaming 
consultant  Saul  F.  Leonard. 

The  planning  for  the  takeover  began 
in  October,  when  Bollenbach  began  hud- 
dling with  Kenneth  D.  Moelis,  who 
heads  the  Los  Angeles  office  of  Don- 
aldson, Lufkin  &  Jera-ette  Inc.  The  men 
had  worked  together  back  in  1986,  when 
Bollenbach  was  chief  financial  officer  of 
Holiday  Corp.  and  Moelis  was  an  in- 
vestment banker  at  Drexel  Burnham 
Lambert  Inc.  Back  then,  the  two  col- 
laborated on  a  $2.6  billion  recapitaliza- 
tion that  fended  off  a  hostile  bid  fi'om 
Ti-ump.  On  this  deal,  however,  it  was 
Bollenbach  and  Moelis  who  intended  to 
be  the  aggi'essors. 

By  November,  another  Hilton  invest- 


CASINO  REVENUE 

.  ATLANTIC  CITY 


ANNUAL 
GROWTH 


0         12  3 
►  BILLIONS  OF  DOLLARS 

DWA:  SAUL  F  LEONARD  CO 


ment  banker  was  asked  to  relay  word 
to  ITT  Chairman  Rand  Araskog  that 
Hilton  wanted  to  discuss  a  merger  "It 
was  pretty  straightforward,"  recalled 
Bollenbach.  "  'Would  you  consider  a 
merger?'"  An  itt  spokesman  says  that 
they  considered  the  overture  an  infor- 
mal gesture  and  didn't  take  it  seriously. 
The  board  was  not  informed  of  Hilton's 
overtiu-e  in  the  fall,  says  the  spokesman. 
"It  wasn't  a  real  off"er  It  was  a  veiy  ca- 
sual inquiry,"  he  says. 
BATTLE-READY.  At  4:00  p.m.  on  Jan.  27, 
when  the  Hilton  bid  was  ready,  Bollen- 
bach was  also  unable  to  reach  the  itt 
brass.  Araskog  was  unavailable,  and 
Pi'esident  Robert  A.  BowTnan  was  said  to 
be  on  an  auplane  and  out  of  contact  with 
the  office.  At  4:20  p.m.,  Hilton  faxed  a 
two-page  "Deal*  Rand"  letter  spelling  out 
the  details  to  Ai'askog.  A  copy  was  hand- 
delivered  by  Hilton's  law  fiiTn,  Wachtell 
Lipton.  By  this  time,  Hilton  had  assem- 
bled its  team  to  tender  for  the  shai-es,  in- 
cluding proxy  fiiTn  Mackenzie  Partners 
Inc.,  and  had  begim  lining  up  potential 
new  board  members  for  itt. 

Araskog,  who  fought  off  a  takeover 
bid  fi'om  Irwm  Jacobs  in  1985,  is  prepai'- 
ing  to  fight  again.  He  has  hired  invest- 
ment bankers  Lazard  Freres  &  Co.  and 
Goldman,  Sachs  &  Co.,  as  well  as  law 
firm  Cravath,  Swaine  &  Moore.  He 
could  seek  to  buy  another  gaming  com- 
pany himself,  or  find  a  fiiendly  suitor  for 
itt,  but  his  pi-imaiy  weapon  is  a  "poison 
pill"  that  issues  special  "rights"  to  share- 
holders when  a  buyer  accumulates  a 
15%;  stake.  But  itt's  shareholders  are 
likely  to  be  cranky,  after  the  company 
overpaid  for  such  assets  as  the  Madison 
Squai-e  Garden  Corp.  For  months  before 
the  Hilton  bid,  itt's  stock  had  lan- 
guished. Ai'askog  could  tiy  to  line  up 
partners  such  as  Bass  PLC,  wliich  owns 
Hohday  Inn,  figiu-es  Oppenheimer  &  Co. 
analyst  David  Wolfe,  although  he  thinks 
a  successful  coimterattack  is  a  long  shot. 

Meanwhile,  Bollenbach  is  watching 
from  the  West  Coast.  His  number- 
cmnchers  have  ah-eady  figwed  they  can 
trim  as  much  as  $100  million  in  costs. 
Noncore  assets  that  may  be  sold  off, 
and  are  worth  hundreds  of  millions,  in- 
clude itt's  50%  stake  in  the  Garden, 
the  New  York  Knicks  and  Rangers,  and 
WBIS+,  a  business  and  sports  channel  it 
owns  with  Dow  Jones  &  Co.  And  that's 
just  a  starting  point.  The  Hilton  execu- 
tive figm-es  the  savings  may  go  higher  if 
he  can  get  a  look  at  itt's  books.  Until 
then,  Bollenbach  and  his  Wild  Bunch 
are  preparing  for  a  likely  battle. 

By  Ronald  Grover,  with  Eric  Schine, 
in  Los  Angeles,  and  Elizabeth  Lesly  in 
New  York 
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CORPORATE  FINANCE 


'AN  ENORMOUS  TEMPTATION 
TO  WASTE' 

U.  S.  companies  are  piling  up  cash.  Is  that  a  problem? 


What  a  windfall.  On  Jan.  27,  Gen- 
eral Motors  di.sclosed  that  it  end- 
ed 1996  with  cash  reserves  of  $17 
billion — $2  billion  more  than  analysts 
had  expected  and  some  $4  billion  more 
than  the  company  says  it  needs  as  a 
cushion  against  future  economic  down- 
turns. GM  atti'ibuted  the  late-year  cash 
surge  to  a  well-timed  tax  refund  and 
better  management  of  inventory  and 
receivables.  Result:  what  gm  Chief  Fi- 
nancial Officer  J.  Michael  Losh  calls  "an 
absolute  powerhouse  cash  position." 

There  is,  however,  a  larger  trend  at 
work.  "In  company  aftei-  company,  we're 
seeing  huge  buildups  of  cash,"  says  Jef- 
frey D.  Fotta,  CEO  of  Emst  Institutional 
Reseai'ch  in  Boston.  Tech  companies  Intel 
Corp.  and  Microsoft  Corp.  ended  1996 
with  $8  biUion  and  $9.2  billion  in  cash 
on  hand,  respectively.  Auto  makers  Ford 
Motor  Co.  and  Cluysler  Coip.  are  sit- 
ting on  record  reserves  of  $15.4  billion 
and  $7.8  billion.  Even  many  smaller  com- 
panies ended  the  year  flush  with  money. 
CalifoiTiia  biotech  outfit  Alza  Coip.  had 
nearly  $1  billion  burning  a  hole  in  its 
pocket  at  yearend,  partly  fi'om  a  $500 
million  debt  offenng  last  Apnl.  All  told, 
liquid  assets  held  by  U.  S.  nonfinancial 
companies  hit  a  staggeiing  $679  billion  at 
the  end  of  the  third  quartei',  up  21.5'^-  in 
a  yeai;  figiu'es  Deutsche  Moi'uan  Greiifell. 


Cash-rich  coffers,  of  course, 
are  a  natural  outgrowth  of  a 
healthy  economy  and  soaring 
profits  in  the  wake  of  restiuc- 
turing.  But  too  much  money 
creates  a  vexing  pi'oblem:  what 
to  do  with  it.  "Having  that 
much  cash  is  an  enonnous  temp- 
tation to  waste,"  cautions  Steven 
N.  Kaplan,  a  professor  of  finance 
at  the  University  of  Chicago's 
business  school. 

DONT  SIT  STILL.  Many  executives 
agree.  DuPont  Co.  has  about  $1.:'. 
billion  stockpiled,  not  a  huge  hoard 
for  a  company  with  $45  billion  in 
amiual  revenues.  "We're  not  a  bank 
and  we're  not  here  to  buy  Trea- 
sury notes,"  says  Kurt  M.  Land- 
gi'af,  DuPont's  CFO.  He  says  DuPont 
needs  reserves  for  acquisitions  and 
expansion  but  contends  "it's  not  a 
good  thing  to  have  tremendous 
amounts  of  cash  on  hand." 

That's  why  the  nation's  more  agile 
dealmakers  rarely  sit  on  cash  for  long. 
HFS  Inc.  had  $471  million  stockpiled  as 
of  the  end  of  the  third  quarter  but 
quickly  spent  the  money  on  deals  such 
as  its  buyout  of  Avis  Rent  A  Car.  Ac- 
quisitions provide  "a  much  higher  re- 
turn on  investment  than  T-bills,"  snipes 
|[FS  CEO  Henry  R.  Silvennan. 


KINGS  OF  CASH 


industrial  companies  with 
liggest  ratios  of  cash  to  12-month  sales 


COMPANY 

REPORTING 
DATE 

CASH  &  EQUIVALENTS 

$  MILLIONS 

CASH  AS  % 
OF  REVENUES 

ALZA 

BIOTECH 

(9/96) 

$977.2 

210% 

MICROSOFT 

SOFTWARE 

(12/96) 

9,160.0 

97 

KING  WORLD 

TV 

(11/96) 

511.4 

77 

NOVELL 

SOFTWARE 

(10/96) 

1,024.8 

75 

THERMO  ELECTRON 

ELECTRONICS 

(9/96) 

1,711.5 

61 

HFS 

FRANCHISER 

(9/96) 

471.2 

59 

LSI  LOGIC 

SEMICONDUCTORS 

(9/96) 

711.8 

57 

AMGEN 

BIOTECH 

(12/96) 

1,077.0 

48 

ECHO  BAY  MINES 

GOLD  MINING 

(9/96) 

145.0 

41 

AUTODESK 

SOFTWARE 

(10/96) 

160.6 

31 

DATA  STANDARD  &  POOR'S  COMPUSTAT 

Bigger  compa- 
nies  are  pouring 
money  into  overseas 
e.xpansion.  Chrysler  Chairman  Robl 
J.  Eaton,  for  instance,  says  liis  comj:);" 
will  be  able  to  finance  its  five-year, 
billion  product  development  through  i- 
erations,  saving  cash  for  new  growii, 
especially  abroad.  CJM  plans  to  put  cl 
to  $3  billion  into  overseas  capital 
penditures  in  1997. 

The  worry  is  that  many  compai 
are  taking  on  cash  so  fast  they  c;i  t 
spend  it  eftlciently.  Intel,  for  instate, 
has  historically  aimed  to  keep  enoirh 
money  on  hand  to  build  two  chip  fae- 
ries; today,  it  has  twice  that  level 
cash  in  its  coffers.  Strapped  for  ui 
things  to  do  with  its  money,  Intel  ni 
$1.3  billion  in  stock  buybacks  in 
Microsoft  is  using  up  some  of  its  c 
pile  to  buy  fast-gi-owing,  mainly  Inv- 
net-related  companies  that  can  poti- 
tially  produce  outsize  returns.  But 
such  acquisitions  distract  manageii 
from  business  fundamentals? 

Waiy  of  that  lisk,  e.xecutives  are  n  > 
ing  to  increase  payouts  to  sharehold  - 
Some  2,171  companies  raised  dividrl 
last  year,  out  of  2,301  reporting  to  S 
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"d  &  Poor's  Corp. — more  than  in  any 
ir  since  1980.  But  with  stock  prices 
■ging,  yields  are  still  at  a  historic  low 
just  2.02%.  That's  why  many  are  aug- 
nting  higher  dividends  with  massive 
ire  buybacks.  Nearly  1,500  companies 
lounced  a  record  $176  billion  in 
nned  stock  buybacks  last  year,  says 
;uinties  Data  Co.  Chiysler  has  spent 
1  billion  since  1995  to  buy  back  112 
llion,  or  14%,  of  its  outstanding 
ires — $2  billion  in  1996  alone — and 
ns  to  spend  $2  billion  more  this  year 
buybacks.  Hewlett-Packai'd,  Gap,  Gen- 
J  Electric,  and  Citicoip  also  announced 
share-repui'chase  plans  last  year,  gm 
ns  a  big  one  this  year. 
OOTH  GROWTH.  In  most  cases,  com- 
lies  still  have  plenty  of  money  left 
!r  after  the  buybacks.  IBM,  for  one,  is 
rash  in  cash,"  notes  Michael  A.  Metz, 
ef  investment  strategist  for  Oppen- 
mer  &  Co.  Big  Blue  finished  1996 
h  $8.1  billion  in  ready  fimds  on  hand, 
from  $7.7  bilhoii  at  the  end  of  1995. 
,  during  the  year,  it  spent  $6  billion 
capital  expenditures,  $1  billion  on 
uisitions,  and  $6  billion  on  share  re- 
'chases.  All  told,  IBM  has  spent  some 
1.7  billion  on  stock  buybacks  since 
5.  "That  has  been  an  important  con- 
mtor  toward  gi'owing  our  earaings- 
-share  in  that  time  frame,"  says  CFO 
Richard  Thoman. 

Vhy  is  this  huge  cash  buildup  hap- 
ing  now?  After  years  of  restructur- 
corporate  balance  sheets  are  bear- 
fruit.    "Companies    are  better 
laged,  and  they're  returning  strong 
lings  and  lots  of  cash,"  says  Abby 
eph  Cohen,  market  strategist  for 
dman,  Sachs  &  Co.  Restructuring 
boosted  earnings  at  a  much  faster 
■  than  revenue  gi'owth.  But  feaiing  a 
ling  slowdown,  companies  are  also 
ittling  back  capacity  expansion,  leav- 
them  sitting  on  excess  cash, 
ome  companies,  such  as  Boeing  Co. 
the  Big  Three  auto  makers,  plan 
eep  huge  cash  reserves  to  see  them 
lUgh  the  next  economic  downturn, 
d,  for  instance,  calculates  its  net 
1  by  subtracting  its  debt  ft-om  total 
i;  the  resulting  amount  is  less  than 
company's  "above  $7  billion"  target, 
i  CFO  John  Devine.  That  makes  a 
j  dividend  boost  or  stock  buyback  un- 
y  from  Ford  this  year.  Companies  in 
cal  businesses  learned  the  hard  way 
lime.  "Can  you  ever  have  too  much 
tal?"  asks  Maurice  R.  Greenberg, 
rman  of  insurance  giant  American 
rnational  Group  Inc.,  who  contin- 
to  add  to  his  company's  coffers.  Like 
y  execs,  he  thinks  not. 
y  Andy  Reinhardt,  with  Linda 
elstein  in  Smi  Frmicisco,  Joseph  We- 
in  Philadelphia,  Kathleen  Kerwin 
>  Detroit,    and    bureau  reports 


WHO'S  FEELING  FLUSH 
IN  EUROPE  AND  JAPAN 


Chieftains  sitting  in  corner  offices 
from  Tokyo  to  Frankfurt  have 
to  be  a  little  edgy.  After  years 
of  cost-cutting,  a  six-year  economic 
expansion,  and  soaring  share  prices, 
their  U.  S.  rivals  are  awash  in  cash. 
That  gives  American  companies — 
from  auto  to  technology  to  insur- 
ance— the  financial  clout  they  need 
to  delve  into  new^  technologies,  sit 
out  an  economic  downturn,  or  push 
even  more  aggi'essively  into  foreign 
markets. 

Overseas — both  east  and  west — 
it's  a  different  sto- 
ry. Some  world- 
class  powerhouses, 
such  as  Toyota  Mo- 
tor and  Dutch  in- 
surance and  bank- 
ing giant  ING,  boast 
big  war  chests.  But 
far  greater  in  num- 
ber are  the  long- 
protected,  often  in- 
efficient companies 
with  cash  reserves 
that  have  been  hit 
hard  by  recent  eco- 
nomic slowdowns. 
And  now,  they 
need  every  spare 
cent  to  beef  up 
core  markets,  dis- 
entangle failed  diversifications,  and 
catch  up  to  global  benchmarks  of 
efficiency. 

BRITISH  WINDFALL.  Driving  those  in- 
vestments: Japanese  and  European 
shareholders  holding  executives 
more  accountable.  Take  Germany's 
flagship  Daimler  Benz.  Under  pres- 
sure from  institutional  investors,  the 
company  last  year  finally  signed  off 
on  a  restructuring  plan  to  slash 
costs,  dump  money-losers  such  as 
Dutch  aircraft  maker  Fokker,  and 
pour  more  cash  into  its  luxury-car 
unit,  Mercedes-Benz.  Even  in  Japan, 
companies  are  dumping  cross-share 
holdings  in  money-center  banks  sad- 
dled with  dud  real  estate  loans. 

In  a  few  rare  cases,  largely  in 
Britain,  shareholders  are  getting  a 
windfall.  Financial  news  purveyor 
Reuters  Holdings  PLC,  which  has  a 
$1.4  bilUon  cash  pile,  had  hoped  to 
dole  out  $1  billion  in  special  divi- 
dends to  investors.  A  recent  tax 
change  aborted  that  plan,  so  it's 
looking  for  another  way  to  pass  the 


money  on  to  shareholders.  Barclays 
PLC,  which  repurchased  $1.6  billion 
worth  of  shares  in  1996  and  1995,  is 
expected  by  analysts  to  do  another 
buyback.  Meanwhile,  monetary  au- 
thorities in  Germany  and  France  are 
also  easing  restrictions  on  stock  buy- 
back  plans. 

A  few  overseas  giants  are  prowl- 
ing for  acquisitions.  With  an  esti- 
mated $2.8  billion  in  cash  at  its  dis- 
posal, ING  hopes  to  follow  its  $1.25 
billion  buyout  of  Britain's  busted 
Barings  Ltd.  investment  bank  with 


TOYOTA  IN  INDIANA:  Spend  my  it> 


C((.s7/  (J II  expansion 


a  midsize  European  insurer  or 
lender — or  maybe  a  U.  S.  player,  ing 
Chairman  Aad  Jacobs  figures  he'll 
still  have  money  left  for  major  in- 
vestments in  emerging  markets. 
"We  can  fight  on  many  fronts,"  Ja- 
cobs says.  And  a  top  executive  at 
Long  Term  Credit  Bank  of  Japan 
Ltd.  sees  choice  pickings  among  sec- 
ond-tier brokerages  when  Japan 
deregulates  more. 

For  other  European  and  Japanese 
companies  with  deep  pockets,  plenty 
of  opportunities  also  He  ahead.  With 
.$25  billion  in  the  bank,  Toyota  plans 
to  hike  its  global  auto  production 
5%,  to  4.97  million  units  in  1997,  and 
expand  its  North  America  and 
Southeast  Asia  manufacturing.  "To 
keep  gi'owing,  we  need  to  change 
the  way  we  design,  build,  and  supply 
our  vehicles,"  says  Toyota  President 
Hiroshi  Okuda.  Companies  that 
aren't  as  flush  will  find  that  the  U.  S. 
juggernaut  just  keeps  bearing  down. 

By  Brian  Bremner  in  Tokyo,  with 
bureau  reports 
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News:  Analysis  &  Commentary 


MARKETING 


YOU  MAY  ALREADY 
BE  A  COSMONAUT 

A  U.  S. -Russia  sweepstakes  plans  to  send  a  civilian  into  orbit 


It  had  to  happen.  Outer  space,  the  fi- 
nal frontier,  is  about  to  see  its  first 
marketing  junket.  With  the  troubled 
Russian  space  program  desperate  for 
every  ruble  it  can  get,  officials  in 
Moscow  are  negotiating  a  deal  for  a 
Civilian  in  Space  sweepstakes,  spon- 
sored and  hyjjed  by  U.  S.  companies. 

The  pioneering  Russian  space  agency, 
which  sent  the  fii'st  man  into  orbit  36 
years  ago,  is  wTapping  up  a  sponsor- 
ship deal  with  a  U.  S. 
company.  Essentially,  the 
sponsor — and  possibly 
subsponsors — will  buy  a 
trip  to  the  famed  Mir 
space  station  and  raffle  it 
off  to  starstruck  con- 
sumers. The  asking  price: 
$25  million,  according  to 
Mike  Lawson,  president 
of  Space  Marketing  Inc., 
which  sold  the  Russians 
on  the  idea  and  helped 
pitch  it  to  potential  spon- 
sors as  the  marketing 
opportunity  of  the 
millennium. 

Lawson  sees  vast  op- 
portunities for  promotion, 
from  T-shirts  and  docu- 
mentaries to  books  and 
commercials.  "After  the 
initial  announcement,  you 
could  milk  it  for  six,  nine 
months,"  he  says.  "Then 
you  have  the  exit  strate- 
gy, with  the  civihan  com- 
ing back." 

That  is,  of  coui'se,  if  the 
nine-day  mission  ever  gets  off  the 
ground.  There's  no  guarantee  that  Mir 
will  even  still  be  aloft  in  late  1998,  when 
the  winner  is  scheduled  for  liftoff.  Mir, 
after  all,  was  put  into  orbit  10  years 
ago,  when  the  space  progi-am  was  still  a 
showcase  for  Soviet  technology.  Now, 
scraping  by  on  a  quarter  of  its  1989 
biulget,  the  agency  has  cut  launches  and 
reined  in  its  goals.  "The  Mil-  is  a  rickety, 
wom-out  base  limping  fr-om  one  crisis  to 
the  next,"  said  James  Oberg,  a  space 
engineer  and  author  of  a  book  about 
the  Russian  space  progi'am.  "The  odds 
of  it  being  there  in  two  years  are  not 
that  high." 


Some  marketing  experts  question 
whether  the  event  is  worth  the  price. 
"This  is  an  enomnous  amount  of  money 
for  a  sponsorship,"  says  Tom  Belle,  an 
executive  vice-president  and  sponsor- 
ship specialist  at  Minneapolis-based 
Gage  Marketing  Group.  And  that's  be- 
fore the  millions  more  it  would  cost  to 
promote  it.  International  sponsorships 
carry  even  more  risk,  fi-om  political  up- 
heaval to  currencv  fluctuations.  Civilian 


Perhaps.  But  space  experts  whispi 
nervously  about  the  program's  shaky  i 
nances  and  high-profile  failures.  In  N| 
vember,  a  Russian  probe  bound  f(j 
Mars  crashed  in  the  Pacific.  Soon  aft^ 
Moscow  acknowledged  that  two  sji 
satellites  fell  from  orbit,  and  there  a 
no  funds  to  replace  them.  The  Russia) 
have  also  fallen  a  year  behind  on  bull 
ing  the  centei-jjiece  of  a  $50  billion  i 
teiTiational  space  station.  "Scientists  a 
threatening  to  strike  because  they' 
not  getting  paid,"  says  John  M.  Log 
don,  director  of  the  Space  Policy  Ins 
tute  at  George  Washington  Universit 
That  may  not  sound  like  the  rig 
stuff  for  marketers,  but  at  least  one  h 
already  taken  a  ride  on  Mir.  Last  ye:, 
PepsiCo  Inc.  paid  $5  million  to  ti 
agency  to  tow  a  giant  soda  can  into  ( 
bit  for  a  seiies  of  commercials  featuri ; 

space- walking  cosmonau. 
"The  Russians  are  selli; 
t  heir  souls  because  th' 
need  hard  cuiTency,"  sd 
Marco  Antonio  Caceresi 
space  analyst  at  the  Td 
Group,  a  Fairfax  (Vf' 
aerospace  researcher 

The  Russians  ai'en't  t^ 
(jnly  ones  exploiting  co- 
mercial  possibilities.  NAi 
recently  accepted  $1.5  n- 
'  lion  from  Coca-Cola  Co.D 
install  a  futuristic  soa 
machine  aboard  the  spja 
shuttle  Endeavour  so  - 
tronauts  could  have  t? 
Real  Thing  during  a  - 
day  flight.  In  fact,  1' 
comj^anies  have  more  tl  : 
doubled  their  investmit 
in  space  since  1990,  o 
more  than  $7  billion,  "la 
next   three   years  \ 

LOGO  I N  SPACE:  Pepsi 
paid  $5  million  to  use 
cosmonauts  in  TV  ads 


in  Space,  of  course,  carries  the  extra 
risk  inherent  in  space  travel:  A  mal- 
function could  tum  it  into  a  public-rela- 
tions disaster 

Russian  officials  insist  there's  no 
pi'oblem  on  their  end.  "They're  going  to 
fund  the  project  and  continue,"  said 
Valery  Aksamentov,  an  engineer  repre- 
senting Russia  in  U.  S.  talks.  "Civilian  in 
Space  is  not  for  the  money.  It's  to  bring 
international  attention  to  the  space  sta- 
tion." Lawson  insists  that  Mil-  is  both 
safe  and  rehable,  pointing  out  that  the 
U.S.  has  budgeted  $400  million  to  shut- 
tle astronauts  to  the  space  station  over 
the  next  few  years. 


jjrobably  be  milestones  in  tei-ms  of  ccji- 
mercializing  space,"  Caceres  said.  "'< 
sure  it'll  be  trashed  pretty  soon." 

Assuming  the  Russians  ink  a  dy, 
entry  blanks  for  the  sweepstakes  cold  ' 
be  plastered  on  products  in  100  d 
tries  by  yearend,  says  Lawson.  A  li 
ist  from  each  counti-y  will  go  to  sii 
camp  for  a  week,  probably  in  the  I ' 
The  winner — someone  18  to  55  ^ 
passes  a  modest  health  test — and  an  ■ 
ternate  will  then  head  to  Russia  ir 
three  months  of  training.  Then, 
lucky  winner  is  off,  bravely  going  wl  "e 
no  consumer  has  gone  before. 

By  I.  Jeanne  Diigan  in  New  1 
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because 
they 

rock" 


and  other 


technical  reasons  why  Netscape 


uses  Silicon  G  r  ap  h  i  cs  WebFO  RC  E  servers. 


according  to  Webmaster  Robert  Andrews. 


When  you're  the  busiest  site  on  the  Web,        and  scalability  lets  your  Web  site  handle 
when  you  receive  more  than  112  BkCI  even  the  most  demanding  workloads. 


million  hits  a  day,  when  you  down-  And  since  Silicon  Graphics  offers 

NETSCAPE 

load  2.8  terabytes  in  a  single  week,  the  widest  range  of  compatible 
you  need  servers  that  you  can  depend         servers,  you  can  scale  your  Web 


on.  That's  why  Robert 
Andrews,  Netscape's 
Webmaster,  turned  to 
Silicon  Graphics.  Our 
WebFORCE™  servers 
combine  64-bit  MIPS" 


A  FEW  OTHER  SITES 
USING  WebFORCE 

www.firefly.com 

www.discovery.com 

www.travelocity.com 

www.bigbook.com 

www.warnerbros.com 

www.lucent.com 

www.webcrawler.com 


site  smoothly  as 
your  on-line  business 
grows.  Technically 
speaking,  it's  the 
best  server  you  can 
buy.  And  it  can  keep 


See   what's  possible 


<> 

SiliconGraphics 

S  j  ^    Computer  Systems 


RISC  microprocessors  with  the  highest  your  Web  site  rockin".  For  more 

data  throughput  in  the  market.  Our  information  visit  our  Web  site  at 

revolutionary  S2MP  '  system  architecture,  www.sgi.com/l'roducts/WebFORCE 

with  industry-leading  I/O,  performance  or  call  800.636.8184  Dept.  LS0054. 
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EDITED  BY  THANE  PETERSON 


FORD  TURNS  ON 
JOHNSON  CONTROLS 

FOKD     motor's  pro-labor 

stance  is  giving  one  of  its 
biggest  suppliers  a  pain. 
When  the  United  Auto  Work- 
ers struck  two  Johnson  Con- 
trols plants  on  Jan.  28,  the 
automaker  said  it  wouldn't 
buy  seats  for  its  popular  Ex- 
pedition sport-utility  made  by 
replacement  workers.  No  sur- 
prise there.  Not  only  was 
Ford  especially  concihatory 
in  labor  contract  talks  last 
fall,  it  is  said  to  have  encour- 
aged Johnson  Controls  last 
summer  to  recognize  the 
union  at  the  two  plants.  Now, 
Johnson  Controls  is  being 
squeezed  by  the  UAW  for 
higher  wages — and  pressui'ed 
by  Ford  to  settle.  "We  want 
this  darned  thing  resolved," 


CLOSING  BELL 


BROWNOUT 

Enron  shares  have  been  losing 
gas.  On  Jan.  21,  the  Houston 
energy  company  disappointed 
Wall  Street  by  reporting 
fourth-quarter  earnings  of 
$113  million,  down  6%  from  a 
year  earlier,  on  revenues  up 
59%,  to  $4  billion.  The  tumble 
accelerated  after  it  hit  a  snag 
in  its  proposed  acquisition  of 
utility  Portland  General.  Ore- 
gon regulators,  who  must 
approve  the  sale,  want  an 
annual  electrical  rate  cut  over 
15  times  larger  than  the  $3 
million  a  year  Enron  proposed. 
Enron  shares  were  off  4k  to 
40KbyJan.  28. 


JAN. 28 
INANCIAL  MARKETS 


says  Ford  Chief  Financial  Of- 
ficer John  Devine. 


CANT  LOG  ON  TO  AOL? 
HAVE  A  FREE  MONTH 

AMERICA  ONLINE  ON  .JAN.  29 

took  a  step  toward  solving  a 
growing  number  of  legal 
problems.  The  online  service 
announced  that  it  had  cut  a 
deal  with  37  states  to  com- 
pensate consumers  who  have 
complained  that  the  system, 
overloaded  since  the  company 
went  to  flat  $19.95-per-month 
pricing  in  December,  too  of- 
ten leaves  them  imable  to  log 
on.  Disgruntled  users  can  get 
either  one  month  of  fi-ee  ac- 
cess or  a  prorated  refund 
based  on  online  time  during 
the  past  two  months,  aol 
also  promised  to  stop  adver- 
tising immediately.  The  deal 
does  not  settle  the  slew  of 
lawsuits  filed  recently  by 
irate  AOL  customers. 


MY.  WHAT  A  BIG 
AXATAMEX  

IT  WAS  good  news/bad  NEWS 

at  American  Express.  Buiied 
within  its  strong  earnings  re- 
port on  Jan.  27,  in  which  op- 
erating income  soai'ed  13%,  to 
$433  million  on  $4.3  billion  in 
revenues,  AmEx  announced 
it  will  lay  off  3,300  employ- 
ees, about  two-thirds  of  whom 
work  in  the  overseas  travel- 
related  services  division. 
Chainnan  Hai^vey  Golub  says 
the  move  is  necessaiy  to  pave 
the  way  for  both  new  prod- 
ucts and  jobs.  But  some  on 
the  Street  were  sui"prised  by 
the  magnitude  of  the  cuts — 
about  5%  of  the  workforce — 
and  question  whether  AmEx 
will  be  able  to  maintain  its 
traditionally  high  level  of  in- 
ternational customer  service. 


BIHER  MEDICINE 
FOR  BAYER  

GET  OUT  THE  ASPIRIN:  IN  ONE 

of  the  largest  U.  S.  criminal 


HEADLINCR:  THOMAS  RYAN 


SHOPPING  FOR  GROWTH  FACTOR 


Two  decades  ago,  Thomas 
Ryan  was  filling  prescrip- 
tions at  a  CVS  drugstore.  By 
late  last  year,  he  had 
risen  to  vice-chair- 
man of  CVS  and 
CEO  of  its  phar- 
macy business, 
overseeing 
1,408  drug- 
stores. Ryan,  44, 
wants  more.  On 
Jan.  27,  cvs  and 
rival  Revco,  with 
2,600  stores,  confirmed  they 
are  discussing  a  merger. 

Ryan's  plan  faces  fewer 
hurdles  than  the  RiteAid- 
Revco  combination  pro- 
posed last  year.  Then,  the 
FTC  barred  the  deal  on  anti- 
trust grounds.  Such  con- 
cerns are  less  of  a  problem 
for  cvs  and  Revco  because 
the  two  have  built  their 


businesses  in  separate 
regions  of  the  country,  cvs, 
with  $5.5  billion  in  1996 
sales,  operates  mostly  in 
the  Northeast. 
,  Revco,  which  is 
expected  to  post 
1996  revenues 
of  $5.9  billion, 
reaches  from 
Ohio  to  Florida, 
Revco  won't 
come  cheap  to  cvs 
Its  stock  price  has 
risen  71%  in  the  past  six 
months,  to  about  $37,  on  a 
rash  of  industry  buyouts. 
And  Merrill  Lynch  analyst 
Gary  Vineberg,  notes  that 
Revco's  annual  sales-per- 
square  foot  are  about  $33 
just  60%  of  cvs's.  Most 
likely,  Ryan  has  a  prescrip 
tion  for  what  ails  Revco. 

By  Susan  Jackso 


antitrust  settlements  ever,  a 
New  Jersey-based  subsidiary 
of  Gemian  pharmaceutical  gi- 
ant Bayer  on  Jan.  29  pleaded 
guilty  in  the  Justice  Dept.'s 
ongoing  investigation  of  price- 
fixing  in  the  citric  acid  mar- 
ket. The  company  will  pay  a 
$50  million  criminal  fine.  A 
German  executive  with  the 
offending  unit,  Haarmann  & 
Reimer,  also  pleaded  guilty. 
The  case  ai'ose  out  of  the  Jus- 
tice Dept.'s  3!^-year  investiga- 
tion of  price-fixing  by  Decatur 
(Ill.)-based  gi-ain  giant  Archer 
Daniels  Midland. 


A  CURE 

FOR  THE  FLU? 

COUGH,  HACK,  COUGH.  ITS  THE 

sound  of  the  season.  The  flu 
bug  hits  as  many  as  one  in 
five  Americans  each  year, 
killing  as  many  as  20,000  peo- 
ple. But  hope  may  be  on  the 
way.  On  Jan.  28,  Gilead  Sci- 
ences in  Foster  City,  Calif., 
announced  that  it  is  develop- 


ing a  new  drug  that  stops 
dreaded  virus  in  its  track 
at  least,  in  animals.  By 
hibiting  an  enzyme  nee( 
for  viral  reproduction, 
drug  wipes  out  flu  infect 
in  rats  within  a  day,  with 
observable  side  effects, 
also  protects  healthy  anin 
from  infection  by  the  vh 
Gilead  and  partner  Hoffina 
La  Roche  plan  to  begin  ti 
ing  the  compound  in  pec 
in  a  few  months.  Giles 
stock  rose  7%),  to  over  ; 
on  the  news. 

ETCETERA... 

■  Barnes  &  Noble  and  An 
ica  Online  plan  a  ventun 
sell  books  online. 

■  Walt  Disney  and  Com< 
will  pay  $320  million  for  cs 
channel  E!  EntertainmeiF 

■  Brokerage  exec  Frank  Zj 
will  head  the  National  A; 
of  Securities  Dealers. 

■  Eastman  Kodak  plan; 
buy  the  software  busines] 
Wang  Labs  for  $260  mill: 


/IK  pii<;iMF<;<;  w;.    k  /  ffrriiary  in  iqqy 


'  Take  SPORANOX  treafment  orally  for  just  3  months,  and  you  may  see  a  visible  difference 
Soon  after  you  stop  taking  SPORANOX,  you  moy  notice  that  the  new  noil  growing  in  appears  normal. 
SiiKe  noils  ned  time  to  grow,  you  should  expect  it  to  be  several  months  before  healthy,  new  nails  grow  in 
So  now  you  can  join  others  who  gave  thick,  yelbwing,  brittle  nails  the  boot,  and  start  growing  fresh,  new  noils! 

IF  YOU  THINK  YOU  HAVE  TOENAIL  FUNGUS,  ASK  YOUR 
DOOOROR  OTHER  HEALTHCARE  PROFESSIONAL,  OR  CALL 


-800-595-NAILS  ext.  267 

AND  GH  YOUR  FREE  SPORANOX  "KICK-IT  KIT." 


Whot  you  should  know  about  the  safety  of  SPORANOX:  SPORANOX  has  been  well 
tolerated  in  patients.  In  clinical  trials  involving  patients  with  thick,  hard,  yellowish, 
and/or  brittle  nails  (onychomycosis),  the  following  adverse  effects  led  to  either  a 
temporary  or  a  permanent  discontinuation  of  treatment:  elevated  liver  enzymes 
(4%),  gastrointestinal  disorders  (4%),  and  rash  (3%).  WARNING: 
SPORANOX  must  not  be  taken  with  terfenadine  (Seldane®),  astemizole 
(Hismanal®),  cisapride  (Propulsid®),  or  oral  triazolam  (Halcion®).  In  rare 
instances,  there  were  reports  of  elevated  liver  enzymes  and  hepatitis. 
If  you  feel  unusually  tired  or  sick  to  your  stomach,  have  fluiike 
symptoms,  or  notice  that  your  skin  is  yellowish,  or  if  you  have 
dark  urine  or  pale  stools,  stop  taking  SPORANOX  ond  notify 
your  doctor  immediately.  If  you're  pregnant  or  considering 
pregnancy,  you  should  not  take  SPORANOX.  Take 
SPORANOX  only  as  directed  by  your  doctor,  and  report 
any  adverse  effects  to  your  doctor  as  soon  as  possible. 


100  mg 


(itraconazole  capsules] 


Before  prescnbing,  please  consult  complete  prescnbing  information  ol  wliich  the  following  b  a  bnef  summary 


WARNING:  Ciud ministration  of  terfenadme  with  itraconazole  is  conlraindicated  Senous  cardiovascular  adverse  events,  inciudine 
death,  ventnciiiar  tachvcardia,  and  torsades  de  pontes  liave  occurred  in  patients  taking  itraconazole  concomitantly  witn 
terfenadine  This  is  due  In  elevated  terlenadine  concentrations  caused  bv  itraconazole  See  CONTRAINDICATIONS,  WARNINGS, 
and  I'RECAUTIONS  sections 

Another  oral  azole  antifungal,  keloconazole.  inhibits  the  metabolism  of  astemizole,  resulting  in  elevated  plasma  concentrations  of 
astemizole  and  its  active  metabolite  desmethylastemizole,  which  may  prolong  QT  intervals,  Based  on  results  of  an  in  vitro  study  and 
ihe  chemical  resemblance  ot  itraconazole  and  ketoconazole,  coadministration  of  astemizole  and  itraconazole  is  contraindicaled.  See 
CONTRAINDICATIONS,  WARNINGS,  and  rRKALTIO\Ss«tions. 

Coadministration  ol  cisapride  with  itraconazole  is  contraindicaled  Senous  cardiovascular  adverse  events  including  death, 
ventricular  tachycardia,  and  torsades  de  pointes  have  occurred  in  patients  taking  itraconazole  concomitantly  with  cisapride  See 
CONTRAINDICATIONS,  WARNINGS,  and  PRECAUTIONS  sechons. 


INDICATIONS  AND  USAGE 

SPORANOX  (itraconazole  capsules)  is  indicated  for  Ihe  treatment  of  the  following  fungal  infections  in  immunocompromised  and  non- 
immunocompromised  patients 

1  Blastomycosis,  pulmonary  and  extrapulmonary, 

2  Histoplasmosis,  including  chronic  cavitary  pulmonary  disease  and  disseminated,  non-meiungeal  histoplasmosis, 

^  Aspergillosis,  pulmonary  and  extrapulmonary,  in  patients  who  are  mtolerani  ot  or  who  are  refractory  to  ampholerion  B  therapy;  and 
4  OnvchomvcosLs  due  to  dermatophytes  (tinea  unguium)  ol  the  toenail  with  or  without  hngemail  involvement 
CONTRAINDICATIONS 

Coadministration  ol  terienadme,  astemizole  or  asapnde  with  SPORANOX  (itraconazole  capsules)  is  contraindicaled,  (See  BOX  WARNING, 
WARNINGS,  and  PRECAUTIONS  sections.) 

Concomitant  admmistration  of  SPORANOX  with  oral  tnazolam  or  with  oral  midazolam  is  amtraindicaled  (See  PRECAUTIONS  section ) 
SPORANOX  should  not  be  administered  for  the  treatment  of  onychomycosis  to  pregnant  patients  or  lo  women  contemplating  pregnancy 
SPORANOX  IS  contraindicaled  ui  patienK  who  have  shown  hypersensitivity  to  the  drug  or  its  exapients  There  is  no  information  regarding  cross 
hypersensitivity  between  itraconazole  and  other  azole  antifungal  agenLs  Caution  should  be  used  in  prescnbing  SPORANOX  to  patients  with 
hvpersensiti\-itv  to  other  azoles 
WARNINGS  " 

in  I S  clinical  trials  prior  to  marketing,  there  have  been  three  cases  of  reversible  idiosynaatic  hepatitis  reported  among  more  than  25(X)  patients 
taking  SPORANOX  (itraconazole  capsules).  One  patieni  outside  Ihe  U.S.  developed  lulminant  hepatitis  and  died  during  SPORANOX 
administration  Since  this  patient  was  on  multiple  medications,  the  causal  assoaation  with  SPORANOX  is  uncertain.  If  clinical  signs  and 
symptoms  consistent  with  liver  disease  develop  that  may  be  aftnbulable  to  itraconazole,  SPORANOX  should  be  discontinued 
Prior  to  U.S  marketing,  there  have  been  three  cases  of  life- threatening  cardiac  dysrhythmias  and  one  death  reported  in  patients  receiving 
lerfenadine  and  itraconazole  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS  sections ) 

Coadministration  of  astemizole  with  SPORANOX  is  conlraindicated  (See  BOX  WARNING,  CONTRAINDICATIONS,  and  PRECAUTIONS 

sections) 

Concomitant  administration  of  ordi  ketoconazole  with  cisapnde  has  resulted  in  markedly  elevated  asapnde  plasma  concentrations,  prolonged 
QT  mtervals,  and  has  rarely  been  assoaated  with  ventncular  anhythmias  and  torsades  de  pomtes  Due  to  potent  m  vitro  mhibition  of  tne  hepatic 
enzyme  system  mainlv  responsible  for  Ihe  metabtilism  of  asapnde  (cytwhrome  P430  jA4|,  itraconazole  ls  also  expected  lo  markedly  raise 
cisapride  plasma  concentralions,  therefore,  concomitant  use  of  cisapride  with  SPORANOX  is  conlraindicated  (See  BOX  WARf^INC, 
CONTRAINDICATIONS,  and  PRECAUTIONS  sections.) 
PRECAUTIONS 

Gcnaiil  Hepatic  enzyme  test  values  should  be  monitored  in  pahenis  with  preexisting  hepatic  hmction  abnomiaiilies.  Hepahc  enzyme  test  values 
should  be  monilored  penodicallv  In  all  patients  receiving  continuous  treatment  for  more  than  one  month  or  at  anv  time  a  patient  develops  signs 
or  symptoms  suggestive  of  liver  dyshmchon 
SPORANOX  (itraconazole  capsules)  should  be  administered  after  a  hill  meal. 

Under  fasled  conditions,  itraconazole  absorption  was  decreased  in  the  presence  of  deaeased  gastnc  aaditv.  The  absorption  ol  itraconazole  may 
be  deaeased  with  the  concomitant  admmLstration  of  antaads  or  gastnc  and  seaetion  suppressors  Studies  conducleo  under  fasted  conditions 
demonstrated  thai  administration  wilh  8  ounces  of  a  cola  beverage  resulted  in  inaeased  af^rption  of  itraconazole  in  AIDS  patients  with  relative 
or  absolute  ac'hlorhydna  This  increase  relative  lo  Ihe  effects  of  a  full  meal  is  unknown 
hifonmlmt  for  fxitienh  Patients  should  be  instnicted  lo  take  SPORANOX  with  a  hill  meal 

Patients  should  be  mstructed  to  report  anv  signs  and  symptoms  that  may  suggest  liver  dyshinction  so  thai  the  appropnale  laboratory  testing  can 
be  done  Such  signs  and  symptoms  may  include  unusual  fatigue,  anorexia,  nausea  and/or  vomiting,  jaundice,  darkunneor  pale  stool. 
Dru^  mlmdm^  Both  itraconazole  and  its  mapr  melabohte,  hydroxvitraconazole,  are  inhibitors  ot  Ihe  cvtochrome  P43()  3A4  enzyme  system 
Coadministration  of  SPORANOX  and  drugs  pnmanly  metaUilized  by  the  cytochrome  P430  5A4  enzyme  system  may  result  in  maeased  plasma 
concentrations  of  the  drugs  thai  could  inaease  or  prolong  both  therapeutic  and  adverse  eftects  There/ore,  unless  otherwise  specified,  appropnate 
dosage  adjustments  may  be  necessary 

Coadmimstration  ot  lerfenadine  with  SPORANOX  has  led  to  elevated  plasma  concentrations  of  terienadme.  resultmg  m  rare  instances  of  life 
threatening  cardiac  dysrhythmias  and  one  death  (Sc^  BOX  WARNING,  (TONTRA INDICATIONS,  and  WARNINGS  sections ) 
Another  oral  azole  antihmgal,  ketoconazole,  inhibits  the  metabtilism  of  astemizole,  resulting  m  elevated  plasma  concentrations  of  aslemizole  and 
Its  active  melabolile  desmethylastemizole  which  may  prolong  QT  intervals  in  vitro  data  suggest  that  itraconazole,  when  compared  lo 
ketoconazole,  bas  a  less  pronounced  effect  on  the  biotransformation  system  responsible  for  the  melarolLsm  of  astemizole.  Based  on  the  chemical 
resemblance  of  itraconazole  and  ketoconazole,  coadministration  of  aslemizole  with  itraconazole  is  contraindicaled.  (See  BOX  WARNING, 
CONTRAINDICATIONS,  and  WARNINGS  sections  I 

Human  pharmacokinetics  data  indicate  thai  oral  ketcKonazole  potently  inhibits  Ihe  metabolism  ol  cxsapnde  resulting  in  an  eighl-fold  maease  in 
Ihe  mean  AUC  of  asapnde  Data  suggest  that  coadmimstration  ol  oral  ketoconazole  and  osapnde  can  result  in  prolongahon  of  the  QT  mlerval  on 
Ihe  ECG  !n  mtro  data  suggesl  that  itraconazole  also  markedly  inhibits  Ihe  biotranslormahon  system  mainlv  responsible  for  the  metabohsm  ol 
cisapnde,  therefore  concomitan!  administration  of  SPORANOX  with  cisapride  is  contraindicaled.  (See  BOX  WARNING, 
CONTRAINDIC  ATIONS,  and  WARNINGS  sections ) 

Coadministration  ot  SPORANOX  with  oral  midazolam  or  tnazolam  has  resulted  m  elevated  plasma  concentrations  of  the  latter  two  drugs  This 
may  potentiate  and  prolong  hypnotic  and  sedative  ettecls.  These  agents  should  not  be  used  m  patients  treated  with  SPORANOX.  It  midazolam  is 
admmislered  parenterallv,  speaal  precaution  is  required  since  Ihe  sedative  effect  mav  be  prolonged  (See  CONTRAINDICATIONS  section ) 
Coadministration  of  SPORANOX  and  cydosponne,  laaniimus  or  digoxin  has  led  lo  inaeased  plasma  concentrations  ol  the  latter  three  dnigs 
Cyclosponne,  laaoiimus  and  digoxin  concentrations  should  be  monitored  al  Ihe  mibation  of  SPORANOX  therapy  and  Irequently  thereatter,  and 
the  dose  ol  these  three  drug  products  ad[usteii  appropnalelv 

There  have  been  rare  reports  of  rhabdomvolysis  involving  renal  transplant  patients  receiving  ihe  combination  of  SPORANOX,  cyclosponne,  and 
the  HMG-CoA  reductase  inhibitors  lovastatin  or  simvastatin  RhabJumynlvsis  has  been  observed  in  patients  receivmg  Hfvl(^-CoA  reductase 
inhibitors  administered  alone  (al  recommended  dosages)  or  concnmilantlv  wilh  immunosuppressive  drugs  includmg  cyclosponne 
When  SPORANOX  was  coadministered  with  phenytmn,  ritampin,  or  H.  antagonists,  reduced  plasma  umcentrations  of  itraconazole  were 
reporled  The  physioan  is  advised  lo  monitor  tne  plasma  concentrations  ol  itraconazolt;when  any  of  ihese  dnigs  is  taken  concurrently,  and  lo 
increase  the  dose  of  SPORANOX  il  necessary  Although  no  studies  have  been  conducted,  toncomilant  administration  of  SPORANOX  and 
phenyloin  may  alier  Ihe  metabolism  of  phenyloin,  therefore,  plasma  concenlralions  of  phenyloin  should  also  be  monilored  when  it  is  given 
conainentlv  wilh  SPORANOX 

It  has  been  reported  thai  SPORANOX  enhances  the  anticoagulant  effect  of  coumann-like  drugs  Therefore,  prothrombin  time  should  be  carefully 
momlnrcd  in  patients  rtveiving  SPORANOX  and  coumann-like  dmgs  simultaneously 

Plasma  concenlralions  ot  azole  antifungal  agents  are  reduced  when  given  concunently  wilh  isoniazid.  Itraconazole  plasma  concentrations  should 
be  monilored  when  SKTRANOX  and  isoniazid  are  coadministered. 

Severe  hypoglycemia  has  been  reported  in  patients  cuncomilanlly  receiving  azole  antihmgal  agents  and  oral  hypoglycemic  agents  Blood  glucose 

concentrations  should  be  carehiliy  monilored  when  SPORANOX  and  oral  hypoglycemic  agents  are  coadministered 

Tinnitus  and  deceased  heanng  have  been  reporleii  in  patients  concomitantly  receiving  SPORANOX  and  quinidine  Edema  has  been  reporled  m 

pahenis  concomitantly  receiving  SIVRANOX  and  dih  vdropyndine  calaum  channel  blockers  Appropnate  dosage  adpjslmenis  may  be  necessary 

The  results  from  a  study  in  which  eight  HfV-inlected  individuals  were  treated  with  zidovudine,  8  i  0  4  mg/kg/day,  showed  that  Ihe 

pharmacokinetics  of  zidovudine  were  not  affected  dunng  concomitant  administration  of  SPORANOX,  1(10  mg  b.i  d 

Cartmo^emis.  Mutnpn"iii  mi  impairmnji  oj  Ffrtifify.  ItTJconazole  showed  no  evidence  of  caranogenialy  potential  in  mice  treated  orally  for 

23  months  al  dosage  levels  up  to  %  mg/kg/day  lapproximalely  lOx  Ihe  maximum  recommended  human  i3ose  1MRHD)1  Male  raLs  treated  with 

25  mg/kg/day  0  Ix  MRHD)  had  a  slightly  increased  incidfnce  of  sofi  tissue  sarcoma  These  sarcomas  may  have  been  a  consequence  of 

hypercholesterolemia,  which  is  a  response  ot  rals,  bul  nol  dugs  or  humans,  to  chronic  itraconazole  administration  Female  rat^  treated  with 


30  mg/kg/day  (6.25x  MRHD)  had  an  inaeased  incidence  ot  squamous  cell  cardnoma  of  Ihe  lung  (2/30)  as  compared  lo  the  untreated  i 
Although  the  occunence  of  squamous  eel!  arcinoma  in  the  lung  is  extremely  uncommon  in  untreated  rats,  the  inaease  in  this  study  w 
slatishcally  significant  '  '  ! 

Itraconazole  produced  no  mutagenic  effects  when  assayed  m  appropnate  bactenal,  non-mammaban  and  mammalian  test  systems. 
Itraconazole  did  not  affect  the  lertilitv  of  male  or  female  rats  treated  orally  with  dosage  levels  of  up  to  40  mg/kg/day  (5x  MRHD)  even  t 
parental  loxintv  was  present  at  this  dosage  level.  More  severe  signs  of  parental  loxiaty,  including  death,  were  present  m  the  next  higher  < 
level,  160  mg/kg/dav(20x  MRHD). 

Prcmui'v:  Teraloeemc  Effects.  Pregnancy  Category  C  Itraconazole  was  found  to  cause  a  dose-related  inaease  in  malernal  to 
embryoto'xiaty  and  leralogenioty  in  rats  at  dosage  levels  of  approximately  40-160  mg/kg/day  (5-20x  MRHD)  and  m  mice  at  dosage  le 
approximately  80  mg/kg/dav  (lOx  MRHD).  lb  raLs,  the  teratogenicity  consisted  of  major  skeletal  defects;  in  mice  il  consisted  of  en^epha! 
and/or  maaoglossia. 

There  are  no  studies  in  pregnant  women  SPORANOX  should  be  used  for  the  treatment  of  systemic  hmgai  mfections  m  pregnancy  onli 
benehl  outweighs  the  potential  nsk  SPORANOX  should  nol  be  administered  for  the  treatment  of  onychomycosis  lo  pregnant  patient 
women  conlemplating  pregnancy  SPORANOX  should  nol  be  administered  to  women  of  child-beanng  potential  for  the  treatn 
onychomycosis  unless  they  are  taking  effechve  measures  lo  prevent  pregnancy  and  Ihe  patient  begins  therapy  on  the  second  or  third  da\ 
next  nonnal  menstrual  penod.  Effective  contraception  should  be  conlinued  Ihroughoul  SPORANOX  therapy  and  for  2  months  to 
treatment, 

Nursing  Mothers:  Itraconazole  is  exaeted  in  human  milk,  therefore,  SPORANOX  should  nol  be  administered  lo  nursmg  women. 
Pediatric  Utf  The  efficacy  and  safety  of  SPORANOX  have  not  been  established  m  pediatnc  patients.  No  phamiacokinetic  data  are  avai 
children  A  small  number  of  patients  age  3  to  16  vears  have  been  treated  with  100  mg/day  ot  itraconazole  for  systemic  hmgal  infections 
serious  unexpected  adverse  etlecls  have  been  reported 

In  three  toxicology  studies  using,  rats,  itraconazole  mduced  bone  delects  al  dosase  levels  as  low  as  20  me/kg/day  {2.3x  MRHD).  The  i 
defects  included  reduced  bone  plale  activity,  thmmng  of  the  zona  compacta  of  the  Targe  bones  and  maeaseo  bone  fragility.  Al  a  dosaee  lev 
mg/kg/dav  (lOx  MRHD)  over  one  year  or  I60  mg/kg/day  (20x  MRHD)  for  six  months,  itraconazole  induced  small  tootfi  pulp  with  nypo 
appearance  in  some  rats, 

While  no  such  bone  loxicily  has  been  reported  in  adult  patients,  the  long  lemi  effect  ot  itraconazole  m  pediatnc  patients  5  unknown. 
HW-mjeLledPaiifnts.  Because  hvpochlorhydna  has  been  reporled  in  HIV-infected  individuals,  tne  absorption  of  itraconazole  in  these  patiei 
be  dec7eased 

The  results  Irom  a  study  m  which  eight  HIV-infected  individuals  were  treated  with  zidovudine,  8  ♦  0.4  mg/kg/day,  showed  t 
phanTiacokinetics  ol  zidovudme  were  not  affected  dunng  concomitani  administration  of  SPORANOX,  100  mg  b.i.d,  C 
ADVERSE  REACTIONS  P 
In  U  S  clinical  tnals  pnor  lo  marketmg,  there  have  been  three  cases  ol  reversible  idiosynaatic  hepatitis  report^-d  among  more  than  2500  m 
One  patient  outside  Ihe  U.S.  developed  hilmmant  hepatitis  and  died  dunng  SPORANOX  (itraconazole  capsules)  administration  Becai 
patient  was  on  multiple  medications,  the  causal  assoaation  with  SPORANOX  is  uncertam,  (See  WARNINGS  sechon.)  f 
ONYCHOMYCOSIS  I? 
Adverse  events  m  the  following  table  led  to  either  temporary  or  pemianent  discontmuation  of  treatment: 


Body  System/Adverse  Event 

Inadence(")  L 
(n=112)  I 

Elevated  Liver  Enzymes 
(>Zx  nonnal  range) 

4*^  L 

Gastrointestinal  Disorders 

47,  1 

Rash 

39,  [f 

Hypertension 

Orthostatic  Hypotension 

Headache 

Malaise 

Myalgia 

Vascuhtis 

n  1 

Vertigo 

SYSTIMIC  FUNGAL  INFECTIONS 
Adverse  expenence  data  in  Ihe  following  table  are  denved  from  602  patients  treated  for  systemic  fungal  disease  in  U.S,  clinical  trials, 
immunocompromised  or  receiving  multiple  concomitant  medications.  Of  these  patients,  treatment  was  disconhnued  in  ]0.5'?r  of  patienfl 
adverse  events.  The  median  duration  before  discontinuation  of  therapy  was  81  days,  Vflth  a  range  of  2-776  days  The  table  lists  adve 
reported  by  at  least  I  %  of  patients. 


Body  System/Adverse  Event 
(Inadence^  IV,) 


Gastrointestinal  Disorders 
Nausea 
Vomiting 
Diarrhea 
Abdominal  Pain 
Anorexia 


Body  as  a  Whole 
Edema 
Fatigue 
Fever 
MalaLse 


Skm  and  Appendages 
Rash 
Pruntus 


Central  and  Penpheral  Ner\'ous  System 
Headache 
Dizzmess 


Psvchiatnc  Disorders 
Libido  deaeased 
Somnolence 


Cardiovascular  Disorders 
Hypenension 


Metabohc  and  Nutntional  Disorders 
Hypokalei 


Unnary  System  Disorders 
Albummuna 


Liver  and  Biliary  System  Disorders 
Hepatic  hinction  abnonnal 


Reproductive  Disorders,  Male 
Impotence 


Inadence  ('/( ) 


10.6 
51 

-  3,3 
15 
12 


1.2 


*Rash  lends  to  occur  more  frequently  in  unmuntxompromised  patients  receivmg  immunosuppressive  medications. 
Adverse  events  infrequently  reported  in  all  studies  mcluded.  constipation,  gastntis,  depression,  insomnia,  tumitus,  menstrual  disordi  >^^^-, 
insufhaency,  gynecomastia  and  male  breas!  pain 

In  worldwide  postmarketing  expenence  with  SPORANOX,  allergic  reactions  mcluding  rash,  pruntus,  urticana,  angioedema  and  in  rart  jQ?  I 
anaphylaxis  and  Stevens-|ohnson  syndrome,  have  been  reported  Marketmg  expenences  have  also  mcluded  rejwrLs  of  elevated  liver  en 
rare  hepabtis.  Although  Ihe  causaf  assoaation  wilh  SPORANOX  is  uncertain,  rare  hypertnglycendemia  and  isolated  cases  of  neuroj  'j*^^ 
also  been  reported 
OVERDOSAGE 

Itraconazole  is  nol  removed  by  dialysis  In  ihe  event  of  acadenlal  overdosage,  supptiriive  measures,  including  gastric  lavage  wi  [ 
bicarbonate,  should  be  employed. 

No  significant  lethality  was  observed  when  itraconazole  was  administered  orally  lo  mice  and  rats  al  dosage  levels  ol  320  mg/kg  or  [ 
20()mg/kg 
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OES  MURDOCH  HAVE  AN  EDGE 
I A  CRUCIAL  CABLE-TV  BATTLE? 

[  et  ready  for  a  giant  rumble  on  Capitol  Hill:  Rupert  vs. 

I the  cable  guys.  Media  mogul  Rupert  Murdoch,  no  slouch 
at  winning  in  Washington,  is  lobbying  Congress  to 
rite  copyright  laws  so  that  his  planned  satellite-TV  sys- 
,  American  Sky  Broadcasting  (ASkyB),  can  offer  con- 
lers  something  cable  operators  provide  but  rival  satellite 
;ems  usually  can't:  network  programs  and  local  stations, 
lie  operators,  well  aware  of  their  critical  advantage,  are 
3  to  fight  fiercely  to  keep  their  edge. 
it  first  blush,  Murdoch  seems  to  have 
upper  hand  with  the  GOP-controlled 
gress.  After  all,  he  enjoys  close  ties  to 
ise  Speaker  Newt  Gingrich  (R-Ga.).  And 
News  Corp.  chairman,  known  for  his 
?ervative  publications,  gave  more  than 
),000  in  personal  and  coi-porate  dona- 
s  to  the  GOP  for  the  1996  elections — 
pared  with  a  paltry  $20,000  to  the  De- 
rats.  Meanwhile,  the  cable  companies 
3  taken  a  beating  from  Congress,  which 
igulated  their  industry  in  1992  amid 
2spread  complaints  of  price-gouging, 
till,  cable  thinks  it  has  a  good  shot  at 
liling  Murdoch's  plan.  For  one  thing, 
pnch's  power  is  diminished  these  days, 
eover,  the  cable  folks  wiU  attack  any  legislative  fix  as  a  gift 
le  politically  connected  billionaire.  "This  is  private  legisla- 
to  benefit  one  company,"  gi'ouses  one  cable  company  official. 
3me  smaller  broadcasters  may  also  side  with  cable.  They 
a  revised  law  will  mean  that  the  increasingly  important 
Uite-TV  systems  will  carry  larger  stations  but  not  the 
\  independents.  "If  the  broadcasters  and  satelhte  carriers 
't  unified,  I  don't  think  ASkyB  will  succeed,"  says  Rep- 
ntative  Rick  Boucher  (D-Va.),  a  member  of  the  House 
•ommunications  subcommittee. 

urdoch's  lobbying  campaign  is  fuither  complicated  by 
fact  that  his  effort  to  rewrite  the  law  isn't  being  pushed 


MURDOCH:  Clout  from  consumers 


by  all  satellite  players.  Some  operators  like  Echo  Star  Com- 
miuiications  Corp.  are  supportive,  but  Hughes  Coi-p.'s  DirecTV 
isn't  on  board.  One  reason:  It  doesn't  have  the  sateUite  ca- 
pacity to  carry  much  local  programming  and  could  be  at  a 
competitive  disadvantage  to  ASkyB. 

Until  now,  technical  hui'dles  have  stopped  satellite  operators 
from  beaming  local  stations  to  most  markets.  In  addition, 
U.S.  copyright  law  is  unclear  on  whether  satellite  players 
have  the  legal  right  to  cany  local  stations,  even  if  they  have 
the  technical  means. 

LATE  TO  MARKET.  Miu-doch's  ASkyB  thinks 
it  has  solved  the  technical  problem.  Using  a 
technology  called  "spot  beams,"  it  hopes 
to  carry  local  stations  in  the  top  20  or  so 
mai'kets  around  the  countiy  That's  eiucial: 
Since  ASkyB  is  so  late  to  market,  it  needs 
to  offer  something  new.  While  Muixloch's 
team  contends  it  can  do  this  legally  now, 
ASkyB  still  wants  clarifying  legislation  to 
prevent  coml  challenges.  "The  cuirent  law 
is  workable,"  insists  ASkyB  ceo  Preston 
Padden.  "It's  just  cumbersome." 

Murdoch  is  counting  on  lawmakers  to 
side  with  him  because  they  want  to  boost 
competition  against  cable  systems.  Tlie  Hill 
has  gotten  many  complaints  fi-om  consumers  fnjstrated  by 
limitations  on  their-  satellite  systems.  "They've  got  a  competitive 
disadvantage  that  must  be  addressed,"  says  Representative 
W.J.  "Billy"  Tauzin  (R-La.),  head  of  the  House  telecom  panel. 

Encoiu'aged  by  such  statements,  Miu'doch's  team  is  working 
the  Hill.  Padden  asserts  that,  ultimately,  any  changes  in  the 
law  will  be  "for  the  benefit  of  consumer's  and  not  for  the 
benefit  of  Mr  Mur-doch."  The  mogul's  challenge  is  to  per- 
suade Congr-ess  that  it  can  help  both  constituencies  at  the 
same  time.  In  this  case,  he'U  do  better  to  rely  on  the  power  of 
his  argument — rather  than  the  stj-ength  of  his  corrections. 

By  Amy  Barrett 


CAPITAL  WRAPUP 


MEGAMEATTHEFCG 

lichael  K.  Powell,  son  of  retired 
neral  Colin  L.  Powell,  has  emerged 
a  top  candidate  to  fill  a  Republican 
•ancy  on  the  Federal  Communica- 
is  Commission.  Powell,  33,  is  a 
yer  in  the  Antitrust  Div.  of  the 
tice  Dept.  The  White  House  had 
ninated  Regina  M.  Keeney,  head  of 
FCC's  Common  Carrier  Bureau, 
she  withdrew,  citing  a  desire  to 
nd  more  time  with  her  family.  But 
ders  whisper:  Senate  Republicans 
ferred  young  Powell. 


NEWT  AND  iMPROVED 

►  House  Speaker  Newt  Gingrich  (R- 
Ga.),  architect  of  the  cop's  Contract 
With  America,  is  mulling  a  new  grand 
scheme.  He  wants  House  Republicans 
to  come  up  with  a  corporate-style 
trademark  and  marketing  strategy. 
Newt's  dream  is  a  brand  image  mod- 
eled after  the  upbeat  ad  campaigns  of 
Atlanta-based  Coca-Cola  Co.  But 
some  colleagues  want  substance 
before  slogans.  Worries  one  Republi- 
can: "It's  hard  to  have  a  communica- 
tions strategy  without  an  agenda." 


PENTAGON  TRUSTBUSTERS 

►  Although  a  fan  of  defense-industry 
consolidation,  the  Pentagon  is  con- 
cerned about  some  recent  deals. 
Defense  acquisitions  chief  Paul  G. 
Kaminski  says  Boeing's  purchase  of 
McDonnell  Douglas  and  Raytheon's 
buyouts  of  Hughes  and  part  of  Texas 
Instruments  might  sharply  reduce 
competition  in  some  product  lines. 
The  Pentagon  may  ask  government 
antitrust  lawyers  to  demand  the  sale 
of  some  weapons  units  to  preserve 
choice  among  vendors. 
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SOUTH  KOREA 


MELTDOWN 
IN  SEOUL 

Hanbo's  fall  shakes  the  system 


It  was  a  scene  that  has  become  all 
too  familiar  in  President  Kim  Young 
Sam's  South  Korea.  Prosecutors 
ti'ooped  out  of  company  headquar- 
ters in  Seoul,  carting  box  after  box  of 
documents,  all  part  of  the  search  for 
evidence  of  comiption.  Grim-faced  em- 
ployees looked  on,  wondering  what  they 
would  do  next.  Hanbo,  a  steel  and  con- 
struction conglomei-ate,  had  gone  bank- 
rupt. This  time  it  was  the  largest  cor- 
porate collapse  in  South  Korean  histoiy. 

Korea  has  had  scandal  before,  but  no 
banki-uptcy  has  exposed  the  w-eakness  of 
the  system  with  greater  clarity  or 
shown  how  far  short  of  the  mark  Pres- 
ident Kim's  attempts  at  reform  have 
fallen.  And  none  has  underscored  more 
forcefully  the  need  for  gi-eater  account- 
ability in  a  financial  system  crippled 
with  bad  loans.  Hanbo's  fall  leaves  in 
its  wake  nearly  $6  billion  in  debt  at  the 
flagship  company,  a  gaggle  of  embar- 
rassed bankers,  an  uncertain  future  for 
the  23,000  employees  of  the  countiy's 
14th-largest  conglomerate,  and  a  sim- 
mering political  conti'oversy,  complete 
with  allegations  of  comiption  and  crony- 
ism. The  Korea  stock  index  fell  3%  on 
the  news,  a  blow  to  a  market  that  slid 
26%  in  1996.  And  the  central  bank  has 
injected  $7.1  billion  into  the  financial 
system  so  other  cash-strapped  compa- 
nies would  not  crash. 
POLITICAL  CLOin-.  Hanbo's  fall  highlights 
the  weaknesses  in  the  counti"y's  banks, 
which  pay  more  attention  to  their  bor- 
rowers' political  connections  than  to 
their-  ability  to  repay.  International  bank 
rating  agencies  put  three  of  Hanbo's 
creditor  banks  on  v/atch  for  a  possible 
downgrade.  Korea  First  Bank,  the 
prime  creditor,  said  bad  loans  resulting 
from  Hanbo's  collapse  total  $180  mil- 
lion, or  14%  of  its  equity. 

Opposition  political  parties  have  been 
quick  to  seize  on  the  issue  of  the  banks' 
exposure,  arguing  that  such  large  loans 


wouldn't  have  been  fimneled 
into  Hanbo  without  govern- 
ment backing.  The  impHcation 
is  that  someone  in  government 
was  being  paid  off.  "President 
Kim  must  take  responsibility 
for  what  promises  to  be  the 
largest  financial  scandal  in  his- 
tory," says  opposition  leader 
Kim  Dae  Jung.  The  opposition 
charges  that  the  president's 
son,  Kim  Hyun  Chul,  is  in- 
volved, an  allegation  the  pres- 
ident heatedly  disputes.  The 
Blue  House,  seat  of  the  presidency,  has 
mounted  an  investigation,  denying  that 
anyone  from  Kim's  family  or  inner  cii'cle 
is  complicit. 

Whatever  happened,  it's  obvious  that 
despite  President  Kim's  promises  to 
overhaul  the  system,  government  con- 
trol of  finance  remains  a  prime  lever  of 
power.  Given  the  chronic  shortage  of 


fimding  and  the  high  levels  of  debt  . 
Korean  companies,  the  system  i 
evitably  breeds  corruption.  Ar 
whether  he  paid  bribes  to  win  loans 
not,  Hanbo  founder  Chung  Tae  Soo- 
former  ruling  paily  fund-raiser  wl 
served  time  in  prison  after  a  1991  C( 
luption  scandal — knew  how  to  make  t 
most  of  his  connections.  Hanbo  officit 

THE  HANBO  MESS 

CORPORATE  COLLAPSE  „ 

The  bankruptcy  of  Hanbo  Steel  & 
General  Construction,  with  $5.8  bj 
lion  in  debt,  highlights  the  poor 
management  and  overexpansion 
many  chaebol 

FINANCIAL  JITTERS 

Since  banks  lent  billions  to  Hant 
despite  clear  warnings  of  trouble,] 
investors  fear  other  big  loans  coulj 
go  sour  I 

POLITICAL  FALLOUT  J 

Allegations  that  President  Kim 
Young  Sam  mishandled  the  prob-, 
lems  at  Hanbo  further  weaken  his| 
political  base  and  erode  his  suppc 
among  voters 
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The  scandal 

could 

undermine 
President  Kim 
so  much  that  it 
will  hobble  his 
reform  efforts 
and  could  also 
cost  his  party 
the  presidency 
in  December's 
elections 


STEEL  MILL:  Overcrowded  industry 


Id  not  be  reached  for  comment, 
lie  Hanbo  troubles  leave  Kim's  flag- 
y  reform  efforts  in  tatters.  He  has 
'ered  thi-ough  a  trying  month,  after 
ionwide  strikes  broke  out  following 
passage  of  controversial  labor  and 
onal  security  laws  on  Dec.  26.  With 
ddential  elections  scheduled  for  De- 
ber,  and  Kim  limited  to  a  single  five- 


year  tenn,  his  ])ower  is  shpping  quickly. 
"After  the  labor  um-est  and  Hanbo,  Kim 
will  have  nothing  left  to  show  for  his 
presidency."  says  Park  Ki  Young,  re- 
search director  at  the  Citizens'  Coali- 
tion for  Economic  Justice. 

The  wonder  isn't  that  Hanbo  col- 
lapsed, but  that  it  survived  so  long.  The 
flagship  Hanbo  Steel  &  General  Con- 
stniction  Co.  lost  $105  million  on  sales  of 
$389  million  in  the  first  half  of  1996.  By 
the  time  it  cnimbled,  the  company's  $5.8 
billion  debt  dwarfed  its  equity  of  just 
$260  miUion.  Most  of  the  money  it  bor- 
rowed was  spent  on  a  yet  uncompleted 
steel  minimill  whose  cost  of  construc- 
tion had  more  than  doubled,  to  an  esti- 
mated $6.7  billion.  The  mill  had  little 
chance  of  turning  a  profit,  given  Ko- 
rea's overbuilt  steel  industiy. 

Yet  the  banks  kept  pouring  money 
into  Hanbo,  seduced  by  Chung's  political 
pull  to  believe  that  he  couldn't  fail  and 
would  succeed  in  rivaling  Pohang  Iron 
&  Steel  Co.  as  one  of  the  country's  top 
steel  makers.  "Bank  managers  are  still 
in  the  habit  of  taking  ordei's  and  feeling 
that  their  future  depends  on  meeting  a 
request  fi'om  someone  influential,"  says 
a  government  financial  adviser. 

Even  as  it  struggled  to  build  the 
steel  mill,  the  company  kept  overreach- 
ing, amassing  a  stable  of  22  companies. 
It  bought  a  bankiiipt  construction  fu-m, 


a  phamiaceutical  company,  and  stakes  in 
a  Venezuelan  iron  ore  venture  and  a 
Russian  natui-al  gas  exploration  project. 

Although  Hanbo  was  known  for  its 
aggi'essive  style,  in  many  ways  it  was  a 
typical  Korean  conglomerate  or  chae- 
bol. Founder  Chung  Tae  Soo  exercised 
total  control,  along  with  his  son,  Chung 
Bo  Keun,  who  as  chauinan  of  the  group 
publicly  apologized  for  the  bankiiiptcy. 
Hanbo  had  its  fii'st  bioish  with  notoriety 
in  1991  when  the  elder  Chung  went  to 
jail,  charged  with  using  his  connections 
to  get  agiicultui'al  land  rezoned  for  res- 
idential development,  a  recipe  for  wind- 
fall profits.  Chung  was  again  convicted 
in  a  recent  round  of  corruption  cases, 
stemming  fi'om  $17  milhon  in  bribes  he 
gave  former  President  Roh  Tae  Woo. 
CORRUPTION  PROBES.  There's  no  con- 
crete evidence  of  wrongdoing  to  date, 
but  if  the  scandal  continues,  it  could 
cost  the  ruling  party  control  of  the  pres- 
idency in  December's  election.  At  the 
very  least,  it  could  mean  that  Kim 
Young  Sam  will  be  unable  to  choose  his 
successor.  And  Kim  could  be  vulnerable 
to  the  same  sorts  of  comiption  probes 
after  he  leaves  office  that  his  predeces- 
sors have  endured.  "It's  very,  very  se- 
rious politically  and  personally,"  says  a 
prominent  Seoul  academic.  Both  of 
Kim's  immediate  predecessors,  Roh  Tae 
Woo  and  Chun  Doo  Hwan,  are  current- 
ly serving  lengthy  jail  sentences. 

The  biggest  issue  is  whether  the  up- 
roar will  prompt  a  sweeping  change. 
Other  chaebol  have  expanded  feverishly 
ai'oimd  the  globe,  boiTowing  billions  and 
frantically  using  profits  from  healthy 
operations  to  prop  up  money-losing  ven- 
tiu'es.  The  sputtering  economy  could  ex- 
pose more  of  them  to  trouble,  which 
would  weaken  the  banks  even  further. 
"I'm  wondering  how  many  more  times 
we  have  to  go  through  these  kinds  of  ir- 
regularities before  our  banking  system 
is  overhauled,"  says  the  academic. 

It's  a  question  many  people  in  Seoul 
are  asking.  Kim  Young  Sam's  new  blue- 
ribbon  commission  on  financial  refoiTO 
held  its  first  meeting  in  mid-January. 
Unlike  other  such  panels,  this  one  for 
the  first  time  doesn't  include  govern- 
ment officials,  who  tend  to  oppose 
sweeping  changes.  "The  Hanbo  failure 
brings  ui'gency  to  restincturing  the  in- 
dustry," says  Kleinwort  Benson  Secu- 
rities Ltd.  research  analyst  Brian  Hun- 
saker.  But  given  the  dashed  hopes  of 
previous  reforms  and  the  difficulty  of 
pushing  through  meaningful  change  in 
an  election  year,  reformers  still  have 
the  deck  stacked  against  them. 

By  Mark  L.  Clifford  in  Hong  Kong, 
with  James  Lim  in  Seoul 
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THE  BULLDOZER 
AT  DAIMLER  BENZ 

Schrempp's  push  is  paying  off-but  roadblocks  remain 


For  months,  Daimler  Benz's  top  brass 
had  been  unnerved  by  a  string  of 
moves  made  by  ceo  Jiirgen  E. 
Schrempp.  So  on  Jan.  24,  the  day  after 
GeiTnany's  biggest  company  swept  away 
its  unwieldy  coiporate  stnjctm-e  by  fold- 
ing in  auto  maker  Mercedes-Benz,  some 
1,300  top  executives  flocked  to  the  com- 
pany's Stuttgart  headquarters.  After 
Schrempp  spoke  for  an  hour,  the  execu- 
tives peppered  him  with  questions  for 
another  two.  The  bottom  line:  Hundreds 
of  them  would  soon  be  gone — all  in  the 
name  of  making  Daimler  healthy  again. 

However  painful  the  remedy,  there's 
no  doubt  Daimler's  vital  signs  are  start- 
ing to  improve.  Investors  have  hiked 
the  stock  more  than  80%,  to  about  $70, 
on  the  bet  that  Sclirempp's  take-no-pris- 
oners tactics  can  turn  the  company 
around.  In  20  months  at  the  helm,  he 
has  slashed  40,000  jobs,  sold  or  dumped 
12  unprofitable  businesses,  and  flattened 
the  management  structure.  J.  P.  Mor- 
gan Securities  analyst  Nick  Snee  ex- 
pects Daimler  to  produce  a  net  profit  of 
$1.1  billion  for  1996 — a  dramatic  con- 
trast to  losing  nearly  $4  billion  in  1995. 

Now,  Schrempp  faces  a  tough  new 
task.  The  52-year-old  executive  must 
prove  he  can  shape  what  remains  into 


a  solid  money-maker.  He  must  do  that 
without  the  help  of  Mercedes  CEO  Hel- 
mut Werner,  who  was  the  most  spec- 
tacular casualty  of  Shrempp's  manage- 
ment changes  (BW — Feb.  3).  Sipping 
banana  juice  and  chain-smoking  Marl- 
boros  during  a  recent  interview, 
Schrempp  told  BUSINESS  week:  "I'm 
very  unhappy  that  Helmut  Werner  is 
not  on  board  anymore.  We  tried  every- 
thing in  the  book  (to  keep  him)." 
Schrempp  also  says  some  units  are 
several  years  away  from  full  health. 
"These  are  all  great  challenges,"  he 
says.  "The  fruit  isn't  hanging  that  low 
anymore." 

CRUCIAL  LAUNCHES.  If  Schrempp's  dras- 
tic overhaul  produces  results  at  his  $63 
billion  company,  it  will  send  a  clear  mes- 
sage that  German  industry  is  serious 
about  restructuring.  His  moves  could 
spur  other  German  companies  to  adopt 
.similar  management  priorities,  such  as 
focusing  on  shareholder  value  and  mak- 
ing financial  accounting  more  transpar- 
ent. But  if  he  falters,  the  resti-ucturing 
of  Germany  Inc.  could  be  set  back  sev- 
eral years.  A  stumble  "would  support 
defenders  of  the  status  quo,"  says 
Thomas  Mayer,  Goldman  Sachs'  senior 
economist  in  Frankfurt. 


For  Schrempp  to  maintain  the  m 
mentum,  he  can't  ease  up.  Productivity  : 
Daimler  Benz  Aerospace  (dasa)  still  laj 
rivals.  The  company's  European  true 
division  has  been  losing  market  shai 
since  1992  and  is  a  chi-onic  money-los( 
The  Temic  computer-chip  operation  m; 
be  a  hopeless  case.  And  the  highly  pre 
itable  cai-  business  faces  four  crucial  ne\ 
product  launches  in  the  ne.xt  two  yeai-s- 
without  the  guiding  hand  of  Werner. 

Yet  after  five  years  of  losses,  dm 
may  finally  be  pulling  out  of  its  dow; 
ward  spiral.  Schrempp  promises  th 
the  latest  round  of  cost-cutting,  whi( 
wrill  ehminate  about  6,000  jobs  by  19£ 
will  make  dasa  as  efficient  as  rivs 
such  as  Boeing  Co.  "Once  our  compe' 
tiveness  program  is  completed,  we  ha; 
nothing  to  fear,"  he  says.  Analysts  su. 
as  Falk  Frey  at  Bank  Julius  Baer  thi 
Daimler's  aerospace  business  will  post, 
small  operating  profit  this  year,  aft' 
losing  about  $360  million  in  1996.  Tha. 
partly  due  to  a  stronger  U.S.  doll' 
and  an  uptick  in  production  at  Airb. 
Industrie,  the  passenger  jet  consortii 
Daimler  has  a  38%  stake  in.  To  hanc; 
the  heavier  Airbus  workload,  Schrem) 
is  pushing  dasa  to  boost  productivit 

The  struggling  European  truck  c- 
erations,  which  posted  an  estimati 
$370  million  operating  loss  in  1996,  m' 
also  be  turning  around.  A  just-inti- 
duced  heavy  tioick,  the  Actros,  has  fe- 
er  parts  than  its  predecessor  and  is  3(3 
cheaper  to  produce.  A  new  mediu  - 
duty  model,  which  shares  many  Acli 
components,  is  due  next  year.  And  c( 
cessions,  such  as  reduced  pay  for  woi 
ers,  are  lowering  labor  costs.  Schrem) 
expects  the  unit  to  become  profitab 
by  1998. 

But  Temic,  a  maker  of  microprocc 
sors,  could  be  headed  for  the  block.  1- 
had  a  rocky  earnings  record,  and  ai- 
lysts  say  it  slipped  into  the  red  again  i 
1996.  The  company's  automotive  en- 
neers  are  lobbying  to  keep  the  busin(5 
because  it  collaborates  in  the  design  f 
increasingly  sophisticated  computer  s  - 
tems  in  cars.  But  Schrempp  has  gi\ 
Temic  managers  until  this  summer 
come  up  with  a  viable  plan  to  makt' 
profitable  or  else  he'll  dump  it. 

Such  hard-headedness  continues  j 
give  investors  hope  that  Daimler  is  t  - 
ly  on  the  mend.  "Schrempp's  goingu 
the  right  direction,"  says  Christcti 
Bruns,  fimd  manager  at  Frankfurt-ba'i 
Union  Investment  Inc.,  which  hold;a 
$220  million  Daimler  stake.  N( 
Schrempp  must  show  that  he  is  " 
adept  at  fine-tuning  as  he  has  been  t 
scrapping  Daimler's  broken  bits. 

By  David  Woodruff  in  Stuttij 
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SWEDEN 


WILL  STOCKHOLM 
GIVE  AWAY  THE  STORE? 

Business  worries  about  an  upcoming  hike  in  social  spending 


ON  THE  MARCH:  7- 


enf  faces  pressitre  to  ofn 


Or.  Jan.  24.  a  ^;v....^  ...::.y  oi  con- 
struction workers  garhered  in 
Sergei  Square  in  Stockholm^  busi- 
ness district.  After  hearing  rousing 
speeches;  by  luiion  leadei-s.  they  maix-hed 
to  the  city's  elegant  government  build- 
ings, demanding  that  officials  do  some- 
iliing  to  ease  the  30'~(--plus  imemploy- 
nient  in  theii-  indusny.  "The  government 
is  trying  to  stai-\-e  the  cx)imny  out  of  it# 
financial  ciisis."  said  iLits  Hjeke.  a  mus- 
tachioed 36-yeai-old  conci-ete  worker. 

Across  to^:\Ti.  Lai-s  Ramq\ist  was  also 
complaining  about  the  government.  The 
chief  executive  of  telecom  powerhouse 
Ericsson  is  alaiTned  at  Piime  Minister 
Goran  Persson's  promise  to  spend  gen- 
erously on  health  and  education  in  199S. 
Ramq\ist  and  other  business  executives 
wony  that  Sweden  vriH  backslide  into 
nscai  irresponsibihty  after  a  much 
praised  austerity  program.  "This  was 
really  a  shock."  he  says.  "We  are  veiy 
coneemed  about  the  pL'litical  situation." 

Business  lias  cause  for  concern.  Fac- 
ing a  general  election  in  199S.  the  Social 
Democratic  government  is  under  pres- 
siu'e  to  offer  its  supporters  some  hope 
of  i-elief  from  mounting  imemploxTuent — 
now  more  than  129.  Labor  demonstra- 
tions ai"e  bec-oming  routine.  Pers^on  now 
savs  that  :o  force  tl^^e  coimtn"  to  run  a 


budget  siu-plus  by  199S  would  be  "too 
liai-sh  and  too  qtiick."  But  while  he  nies 
to  placate  workei-s  with  public  spending, 
business  leadei-s  say  the  way  to  ci-eate 
jobs  is  to  cut  taxes  and  free  the  hea\ily 
regulated  labor  market. 

The  Social  Demo- 
crats, who  returned  to 
power  in  1994.  do  de- 
sen'e  credit  along  with 
their  eonsen"ative  pre- 
decessors for  biinging 
the  countiy  out  of  fi- 
nancial ciisis.  Sweden's 
budget  deficit  fell  to 
just  over  o'~c  of  gi*oss 
national  product  in 
1996.  fi\-.m  12.3'~f  in  "93. 
Inflation  is  dovm  to 
less  than  l'~c.  compai'ed 
vdih  9.7<7  in  1991.  and 
interest  i-ates.  which 
spiked  to  50(>'r  briefly 


SWEDEN  HAS  LICKED  ITS 
FISCAL  WOES... 

►  Budget  deficit  is  only 
about  3%  of  GDP 

►  Inflation  is  below  1%,  vs. 

almost  10%  three  years  ago 

►  At  5%,  interest  rates  have 
been  halved 

...BUT  THE  BUSINESS 
CLIMATE  IS  STILL  CHILLY 

►  Unemployment  of  12% 


makes  restructuring  tough 

►  High  tax  rates  are  driving 
skilled  workers  abroad 

►  Wage  rates  rose  nearly  5% 
last  year — much  faster  than 
inflation 


than  60*7  is  outside.  Yoimg  people  ai- 
fleeing  indi\idual  tax  rates  that 
reach  60*7.  "The  biggest  single  probier 
is  the  ovei-all  tax  biu-den."  says  Pete 
Wallenberg,  paniarch  of  a  family  indus 
trial  empire  that  acc-oimts  for  about  4(K 
of  Sweden's  nwket  capitalization.  Ev( 
the  mighty  Wallenberg  conglomerate 
beefing  up  investment  offices  in  foreig 
capitals  to  scout  for  ovei-seas  oppoitun 
ties. 

RATINGS  DROP.  A  recent  shakeup 
^"olvo.  Sweden's  most  pi'estigious  c-on 
pany  but  one  tliat  has  been  strjgglinj 
has  drawn  attention  to  industiy's  prol 
lems.  On  Jan.  27.  Soren  GyU  anjiounce 
that  he  was  bowing  out  as  ceo  of  Volv 
He  was  replaced  by  a  trusted  Wallei 
berg  lieutenant.  Leif  Johansson,  chii 
of  apphance  maker  Electrolux.  Johan 
son  was  in  turn  succeeded  by  anoth< 
Wallenberg  man.  Atlas  Copc-o  Preside) 
Michael  Ti-eschow.  Although  soui-ees  sj 
Gyll  was  not  forced  out.  Volvo's  opera 
ing  income  for  the  three  quaiters  end< 
on  Sept.  -30  fell  73'~f.  to  S322  nfillion. 

Industn'  is  unlikely  to  get  much  reH 
from  the  government  as  the  Septei 
ber.  199S.  election  approaches.  Pi'essm 
on  Persson  will  keep  mounting  from  ti 
unions.  The  paity's  poll  rarings  have 
ready  fallen  to  about  SO^c  frvm  the  45 
it  won  in  the  general  election  in  19£ 
To  win  voters  back,  the  government 
likely  to  keep  taxes  high  to  fund  u 
emplo\Tiient-related  spending.  Perss 
also  seems  to  be  inling  out  leaning 
the  tmions  to  make  concessions 
wages,  which  jimiped  •5.9'"?  last  year 
more  than  seven  times  the  inflation  ra 
The  financial  ma 
kets  are  voting  wi 
business.  Investo 
punmieled  the  kro: 
and  pushed  up  intere 
rates  in  late  Janua 
after  Stockholm's  ne 
spending  annouiM 
m.ent.  That  reacti 
had  Persson  scramWi 
to  soothe  intematioi 
investors.  "There  is 
shift  in  economic  p( 
cy."  he  told  a  \isitar 
Jan.  24.  "We  have  p:l 
he  price  and  will  il 
'  [what 


risk 


we 

in  1992.  ai-e  now  in  the  -'---'rll'rl""!"-':"'!"^ -""5'- —  achieved]."  But 
range. 
But  Swedish  execu- 
tives say  it  is  getting 
haj-der  to  do  business. 
In  196-5.  some  two- 
thii-ds  of  the  multina- 
tionals' workforce  was 
in  Sweden.  Todav  more 


ha 
nu 

likely.    Sweden  v 
have  a  bumpy  ride  \ 
the  next  two  yes] 
as  Persson  plays 
two    verj"  diff< 
audiences. 

By  Stanley  Reed 
Stockholm 


IVIonkey 
on  your 
back  #15: 
How  to  make 
sure  a  server 
that's  optimized 

for  Windows  NT^ 
isn't  less 
tlian  optimal 
for  your 
organization. 


PENTIUM  PRO 


Pick  a  zvroiif^  server  and 
tliiii^^s  coiilti  ^et  coiiiplicnicil . 
Pick  a  Digital  server  and  siid- 
dciih/  life  becomes  less  stressful.  One  reason: 
now  yon  can  get  the  Prioris''"'  server  that 
came  in  first  in  the  TPC  -C  benchmark* 
among  all  systems  running  Microsoft 
Wiiido-ws  NT-  4.0  and  SQL  Server  6.5. 
And  to  make  your  decision  even  sim- 
pler, they  all  come  with  Server  WORKS 
Manager,  the  management 
tool  that  actnally  has 
Windows  NT  support  built 
right  ni.  Add  the  fact  that 
no  other  vendor  can  equal 
Digital's  full  line  of 
Windows  NT-optimized 
products,  or  the  service  and 
support  to  back  them  up, 
ami  it  becomes  very  clear: 
Digital  is  the  optimal 
choice.  For  your  nearest 


Priorii  -  ZX  61101)  Scrwi 

Winner  of  6  AIM  Teciuwlo^i/  Hot 
Iron  Awards,  3  ("i  Wmdmos  NT 

Full  line  of  sen'ers  from 
IbbMHz  10  200  MHz  Peiitmm 
Pro  procest-ors,  designed  wdl! 
hi^h  bandwidth  PCI. 

64MB  to  2CB  memory 

ServerWORKS  Mano'^er  and 
SeroerWORKS '  QmckLminOi 
are  "^Inndilrd  on  oil  ^\hti'in^ 


ID 


ami 

WHATEVER  IT  TAKES 

reseller,  eall  l-SOO-DIGITAL.  or  visit 
zu xv w . XV i n d o xv s . d i^ ital .eo m . 

'FifSl  in  pfice/peflormance  wilh  TPC  C  lesullj,  lor  Oigilal  ol  6,712  53  tpmC  at 
$65  16/|pmC  Digital  s  TPC  results  (asol  n/l4/96)  oblained  running  Microw)fI  Windows 
NT  4  0  and  Microsoti  SOL  Server  6  5  on  a  Digrtal  Pnons  ZX  6200  MP/4  TPC-C  results 
tor  Ihe  pertormance  njnner  up  Compaq  P'oLiani  5000  Model  6/200  as  are  6,671  67 
tpmC  at  $90  20tpmC  Digital  Equipment  Corporation,  1997  Digttal,  Ihe  Digital  logo 
ServerWORKS  and  Pnons  are  trademarks  and  Wtialever  II  Takes  is  a  service  mark  ol 
the  Digital  Equipment  Corporalion  Intel,  Pentium,  and  Ihe  Inlel  Inside  Pentium  Pro 
processor  logo  are  registered  trademarks  ot  the  Intel  Corporation  TPC  is  a  registered 
trademark  ol  the  Transaclion  Processing  Performance  Council  SQL  Server  is  a 
trademark  and  Microsolt  and  Windows  NT  are  registered  trademarks  ol  ihe 
Microsoti  Corporation  in  the  U  S  and  olher  countries 
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International  Business 


COMIViENTARY 

By  Gail  Edmondson 


ONCE  UPON  A  TIME.  BILL  GATES  CAME  TO  FRANCE . . . 


Every  so  often,  a  European  politi- 
cian stands  up  and  implores  citi- 
zens to  act  more  like  American- 
style  entrepreneurs.  The  politicians 
seem  to  think  that  they  can 
overnight  inspire  a  nation  to  forge 
dynamic  new  industries.  The  latest 
appeal  came  on  Jan.  22,  when  Jean- 
Claude  Ti'ichet,  governor  of 
France's  central  bank,  gave  a  news- 
paper interview  in  which  he  called 
on  young  French  people  to  fol- 
low in  Bill  Gates's  footsteps, 
turning  creativity  into  job 
creating  business. 

Monsieur  Trichet  may 
want  entrepreneurs,  but 
the  fact  is  France  lacks 
the  basic  conditions  in 
which  entrepreneur's 
thrive.  For  instance,  just 
for  fun,  let's  pretend  that 
Microsoft  Corp.  founder 
Bill  Gates  comes  to  Paris 
this  month  to  launch  a  hot 
new  startup.  It's  not  so  far- 
fetched an  idea,  since  technologi- 
cal skills  are  abundant  in  France. 
French  progi'ammers  have  even 
developed  a  handful  of  Mi- 
crosoft products,  such  as 
Quick  C  and  Visual  C++. 

As  Gates's  plane  touches 
down  at  Charles  de  Gaulle, 
the  software  mogul  is  thinking 
big.  He  wants  to  build  another  bil- 
lion-dollar company  in  five  years  and 
outmaneuver  rival  Netscape  at  the 
same  time.  French  software  pro- 
grammers are  his  new  secret 
weapon.  But  as  he  sits  down  later 
that  morning  with  a  croissant  and 
cafe  au  lait  to  read  the  business 
press,  he  develops  heartburn. 

At  Credit  Fonder,  3,000  employees 
have  taken  a  chief  executive  and  sev- 
en managers  hostage  for  six  days  be- 
cause the  government  planned  to  liq- 
uidate the  failed  mortgage  bank. 
"What's  wrong  with  closing  down  a 
bust  bank?"  a  peiplexed  Gates  might 
ask  himself.  "Is  this  kind  of  employee 
ten'orism  common  here?"  Next,  Gates 
picks  up  a  weekly  magazine,  where  he 
reads  that  50%  of  France's  youth 
dream  of  becoming  civil  servants — 
even  though  few  new  jobs  are  being 
created.  Why,  he  wonders,  would  en- 


ergetic young  people  prefer  bureau- 
cratic dmdgery  to  the  excitement  of, 
say,  helping  start  a  new  company? 

Gates  gazes  sadly  out  the  window 
at  the  lovely  Parisian  architecture. 
Suddenly,  his  view  is  deflected  by  a 
column  of  striking  transportation 
workers,  who  want  to  lower  the  re- 
tirement age  to  55  from  60.  He  turns 
back  to  his  papers  and  iinds  that 
unions  in  the  utility  sector  have  se- 


Gates  would  be 
horrified  by  the 
obstacles  that  face 
entrepreneurs  here 


cured  a  32-hour  workweek.  "That's 
about  six  hours  a  day,  five  days  a 
week,"  the  entrepreneur  calculates. 
"Gee,  I  work  18  hours  a  day,  seven 
days  a  week,  and  I  love  it."  Again, 
he  wonders  why  his  friends  back 
home  get  so  much  more  pleasure  out 
of  productivity. 

Gates  heads  across  town  to  meet 
his  new  team  of  developers,  but  he 
gets  stuck  in  traffic  jams  caused  by 
the  strike.  That  night,  a  troubled 


Gates  logs  on  to  his  notebook  com- 
puter and  scrolls  through  a  year  of 
French  headlines,  falUng  into  a  deep 
depression.  "It's  unreal.  The  national 
budget  deficit  tops  $57  billion,  a  slew 
of  state  companies  are  hemorrhaging, 
and  the  social  security  system  is 
bankrupt,  but  these  folks  are  de- 
manding government  bailouts  every 
day,"  he  mutters. 

Then  comes  the  last  straw.  As  he 
scrolls  through  the  December  head- 
lines, his  blood  curdles:  France's 
Parliament  has  approved  a  bill  to 
levy  heavy  taxes  and  other 

charges  on  stock  options. 
"Get  me  out  of  this  place," 
Gates  cries.  "It's  an  entre- 
preneur's Titanic!"  He  calls 
his  U.  S.  banker  to  cancel  the 
investment  in  France.  "It's 
impossible,"  he  moans.  "Com- 
panies seem  to  exist  to  pro- 
vide jobs,  not  to  make  profits. 
The  government  is  every- 
where. Let's  go  to  Poland.  At 
least  in  Warsaw  people  want 
to  get  ahead." 

As  you  see,  Monsieiu* 
Trichet,  even  America's  most 
fabled  entrepreneur  would 
likely  have  a  tough  time 

building  the  French 
equivalent  of  a  Microsoft. 
As  one  of  France's  top  econo- 
mists, you  know  that.  As  long  as  the 
government  preserves  the  status  quo, 
French  men  and  women  v/ith  Bill 
Gates's  capabilities  will  spend  their 
lives  working  for  large  companies  in  j 
yesterday's  industries.  Few  21st  cen- 
tury jobs  vnll  be  created  in  France, 
and  jobs  fi"om  older  Industries  wiU 
continue  to  decline.  That's  why  the 
unemployment  rate  is  so  high.  People 
won't  give  up  the  rich  benefits  and  se- 
curity of  working  as  bureaucrats  until 
there's  a  chance  of  real  payoff. 

So  while  the  desire  to  create  an  ^ 
entrepreneuiial  class  is  noble,  one 
can't  be  conjured  up  in  an  instant,  j 
And  looking  at  France  through  Bill  | 
Gates's  eyes,  you  can  see  why  there 
are  so  few  Europeans  trying  to  fol- 
low in  his  footsteps. 


Edmondson  covers  European 
technology  from  Paris. 
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At  OFFITBANK,  before  we  build  a  client's  portfolio, 
we  prepare  a  solid  foundation. 


.     r\  client  s  investment 
Is  can  best  be  met  by  first 
Jrrnining  individualized 
lagement  objectives.  Only  then, 
m  this  foundation  has  been 
blished,  does  OFFITBANK 
in  to  build  a  portfolio.  Using  a 


complete  range  of  fixed  income, 
specialized  equity  and  variable 
insurance  products  and  services  , 
as  building  blocks,  our  seasoned^- 


professionals  create  and  customize 
each  client's  investment  plan. 
At  OFFITBANK  every  individual's 
portfolio  is  uniquely  individual. 


520  Madison  Ave.,  NY,  NY  10022 
212-758-9600 


OFFITBAWK 


The  Investment  Mofiagement  Baiik. 


Pmn  Voth.  Your  top  controller.  FimncM  genius.  Great  analyst. 
Swamped  by  endless  stacks  of  reports. 


'Tm  dro 


Elevating  your 
finance  function 
takes  strategic  focus  - 

one  that  is  tieci  to  your  overall  corporate  strateg}'. 

But  how  can  your  people  work  more  strategical]) 
With  Arthur  Andersen. 

No  other  business  advisors  have  more  years  of 
practice  and  profidena'  with  the  industry's  pioneering 
tool:  the  Global  Best  Practices"  '  knowledge  base. 
Nothing  else  is  as  in-depth  or  insightful. 

Using  it,  Arthur  Andersen  business  advisors  will 
help  your  people  redefine  and  refocus  the  finance 
function,  giving  it  more  relevance  and  a  new  vitality. 


Opening  their  eyes  to  new  ideas  will 
encourage  innovation  and  creativity  -  as  well 
as  enhance  your  company's  performance. 
Find  out  how.  Call  1-800-313-3209  or  visit  our 

Web  site  at  http://imow.arthumndersaicom/gbp. 

Global  Best  Practices'"* 

Putting  Insight  Into  Practice^'^ 


.Arthur 
Andersen 


©1996  .Arthur  Andersen,  Andersen  Worldwide  SC.  All  rights  reserved. 


nternational  Outlook 


ITED  BY  JOHN  TEMPLEMAN 


IfHArS  BRINGING  MOSCOW  TOGETHER: 
EAR  OF  LEBED 


n  Russia's  turbulent  politics,  few  ideas  garner  support 
across  the  country's  jungle  of  factions.  But  increasingly,  a 
broad  airay  of  politicians  from  aixlent  refomiers  to  diehai'd 
mmunists  are  uniting  around  one  issue:  They  want  to 
ck  the  road  to  the  Russian  presidency  of  ambitious  Alexan- 
•  Lebed.  The  blunt,  46-year-old  general-turned-peacemak- 
is  already  actively  campaigning  against  aihng  President 
ris  N.  Yeltsin. 

3ut  the  uneasy  alliance  against  Lebed  could  have  a  ciuious 
ult.  It  could  help  keep  Russia  on  a  more  or 
5  even  keel  just  as  it  seems  in  danger  of 
nning  out  of  control.  Both  Yeltsin's  oppo- 
its  in  Parliament  and  his  own  government 
■d  time  to  prepare  for  the  post- Yeltsin  era. 
i  surprise  is  that  the  communists  aren't 
hing  to  exploit  Yeltsin's  weakness.  "A  large 
t  of  the  political  elite  is  very  concerned 
h  the  state  of  Yeltsin's  health  and  want  to 
;  out  the  possibility  of  early  elections  and  a 
)ed  victory,"  says  Andrei  Piontkowsky,  ana- 
,  at  Moscow's  Institute  of  Strategic  Studies. 
fENGE.  Lebed's  chances  of  success  are 
atei'  the  sooner  a  presidential  election  is 
i,  most  analysts  say.  Now  rated  the  coun- 
s  most  popular  politician,  with  26%  sup- 
L,  nearly  double  Yeltsin's,  Lebed  never  miss- 
1  chance  to  gi'ab  the  media  limelight  and  LEBED:  Loose 
icize  the  President.  His  promises  to  crack 
m  on  crime  and  corruption  and  smash  the  "cruel  oli- 
±y"  of  financial  cartels  play  to  the  crowds.  Lebed  has 
i  red  to  temper  his  reputation  as  a  loose  cannon  on  recent 
»  s  to  the  U.  S.  and  GeiTnany.  But  at  home  he  is  still  seen 
rivals  as  an  outsider  who  shoots  from  the  hip. 
^at  scares  Russia's  business  and  political  ehte  is  that 
led  could  use  vast  presidential  powers  to  wreak  revenge 
enemies  in  the  Ki'emlin,  dismiss  the  legislature,  and  re- 
ribute  wealth.  They  worry  "[that  he]  could  use  his  popu- 


lar mandate  to  create  a  dictatorship,"  says  Scott  Brackner,  di- 
rector of  the  Moscow  Center  of  the  Carnegie  Endowment  for 
International  Peace. 

Lebed  faces  steep  obstacles  in  his  bid  for  power.  For 
starters,  Yeltsin  is  unhkely  to  resign  voluntanly.  He  can't  be 
forced  out  unless  he  is  clearly  incapacitated,  for  example,  by 
falling  into  a  coma.  The  communists'  control  of  the  Duma 
gives  them  a  big  stake  in  presening  the  status  cjuo.  Says  Igor 
E.  Mintusov,  director  of  Moscow  political  consultants  Niccolo 
M:  "[No  one]  is  interested  in  new  elections, 
and  that  includes  the  opposition." 

Instead,  the  leadership  vacuum  created  by 
Yeltsin's  illness  has  spurred  moves  by  Parlia- 
ment to  amend  Russia's  constitution.  The  con- 
stitution that  Yeltsin  pushed  through  in  1993 
after  a  violent  conflict  with  Parliament  con- 
centrates immense  power  in  the  presidency. 
Roth  houses  of  Parliament  now  want  to  snatch 
liack  some  of  the  President's  powers — partly 
nut  of  fear  that  a  future  President  such  as 
Lebed  could  wield  authoiitarian  powers. 

Yeltsin  has  long  fought  the  idea.  But  if  his 
health  worsens,  his  own  team  might  support  it 
because  they,  too,  feai"  a  Lebed  \ictoiy.  Yeltsin's 
entourage  might  back  proposals  that  would  al- 
low the  next  President  to  be  elected  by  the 
Federation  Council  or  the  Duma  rather  than  by 
a  nationwide  ballot.  Tliat  would  likely  guai-antee 
a  figure  from  the  mainstream  of  Russian  politics.  Although 
amending  the  constitution  reciuires  huge  parliamentary  ma- 
joiities,  the  alhance  of  forces  against  Lebed  could  pull  it  off. 

If  Yeltsin  is  too  ill  to  travel  to  Washington  for  a  March 
summit  with  President  Bill  Clinton,  Lebed  is  boimd  to  height- 
en his  attack.  That  would  fuel  anxiety  in  Moscow — and  could 
provide  more  cement  for  the  unhkely  alliance  unwittingly 
keeping  Russia  stable. 

By  Patricia  Kya)iz  i)i  Moscow 
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GLOBAL  WRAPUP 


WER  BID  IN  HONG  KONG? 

Is  Beijing  already  preparing  a 
ijor  merger  of  Hong  Kong's  rival 
>ctric  companies?  That's  what  many 
:al  analysts  are  speculating  after 
Reijing-contrulled  Citic  Pacific 
d."s  surprise  purchase  of  a  20% 
ike  in  China  Light  &  Power  Co. 
-p)  electric  company  for  $2.1  billion 
Jan.  28.  clp  says  it  will  use  the 
ih  to  expand  onto  the  mainland, 
it  rumors  are  now  rife  that  the 
eady  highly  leveraged  Citic  may 
)n  pounce  again  and  buy  a  stake  in 


CLP's  competitor.  Hong  Kong  Electric 
Holdings  Ltd.  If  that  occurs,  says 
analyst  Alice  Hui  at  brokerage  W.I. 
Carr,  "merger  is  very  likely  to  happen 
in  1997-98." 

PYRAMIDS  ROCK  ALBANIA 

►  Savers  in  Albania,  Europe's  poor- 
est country,  are  rioting  in  the  streets 
after  being  suckered  in  classic  Ponzi 
schemes.  Two  of  the  pyramid 
schemes,  offering  interest  rates  of  up 
to  20%'  per  month  compared  with  2% 
annually  on  bank  deposits,  have 
recently  collapsed,  prompting  the 


government  to  freeze  the  assets  of 
five  more.  An  estimated  $2  biUion, 
nearly  30%  of  Albania's  gross  domes- 
tic product,  went  into  the  rackets, 
which  keep  going  by  paying  the  huge 
interest  rates  they  offer  out  of  new 
subscriptions  that  come  in.  The  crisis 
has  already  sparked  a  i-un  on  the  local 
currency,  savaged  the  retail  trade, 
and  reduced  output.  Now,  economists 
warn,  the  battered  economy  is  facing 
hyperinflation  if  the  government  hon- 
ors its  pledges  to  compensate  victims 
for  their  losses  in  the  scams  by  print- 
ing money. 


COMPAa 

Has   It    Changed   Your   Life  Yet? 


mmi^mi  Your  PC  is  mission  control.  There's  information 
^-.Jj;^'  on  it.  And  vou  need  it.  Now.  Introducing  the 
Compaq  PC  cf)mpanion.  Finally  vou  can  access  and  exchange 
information  from  here,  there  and  evervvvhere.  It's  capable 
of  keeping  you  in  constant  communication  with  vour  PC 
while  you  bounce  from  meeting  to  meeting,  coast  to  coa.st' 
So  send  a  few  e-mails,  explore  the  Internet,  check  your 
calendar,  review  that  report.  With  seamless  synchronization 
of  data,  vou've  got  e\erything  you  need  until  re-entry.  Over 
and  out.  For  more  information,  visit  us  at  ww  w. Compaq. com 
or  call  1-800-945-3842. 


c   c    e    s  s 


PC  Connectivity 

Introducing  the  Compaq 
PC  companion.  It\  fru/v 
compatible  with  jour 
Windows-based  PC  and 
synchronizes  y  our  data. 
Finally,  connection  to  your 
PC  is  absolutely  seamless. 


Microsoft'  Windows'  CE 

You'll  be  instantly  jamihar 
with  the  Windows  95  user 
interface. You' 11  find  pocket 
versions  of  Microsoft  Word 
and  Excel,  plus  Information 
Management  Software  com- 
patible with  Microsoft 
Schedule  +. 


Communication 
With  bundled  features  hkc 
e-mail.  Microsoft  Internet 
Explorer  and  remote 
access  software,  you'll  he 
able  to  stay  m  constant 
touch  with  your  data' 


Form  With  Substance 

Check  out  its  sleek,  light- 
weight design  with  a  touch- 
sensitive,  backht  display.  It 
can  have  6MB  of  RAM. 
and  can  give  you  up  to  20 
hours  of  power.  On  just  two 
.iA  alkaline  batteries. 


Compaq  Innovation 
And  who  better  than 
the  number  one  PC  com- 
pany to  provide  you  with 
the  best  extension  to 
vour  PC^ 


L'^  Computer  Corporation.  All  rights  reser>ed.  Compaq  registered  U.S.  Patent  and  Trademark  Office.  Microsoft,  Windows  and  the  Wimlows  Logo  arc  cither  registered  trademarks  or  iradrmarks  of  Microsoft  Corporaln.n 


'lates  and/or  other 


Other  products  mentioned  may  hv  trademarks  or  registered  trademarks  of  their  respective  companies.  'M<xlem  is  optional  and  required  for  acccv 


The  Corporation 


STRATEGIES 


TIME  CAN'T  WAIT 
FOR  TAMBRANDS 

Its  plan  to  recapture  the  market  may  be  too  little,  too  late 


Time  was.  being  the  ceo  of  Tam- 
brands  Inc.  was  one  of  the  cusW- 
est  jobs  in  the  universe.  In  the 
1950s  and  1960s,  the  company  was 
the  ^Microsoft  of  tampons,  dominating 
an  industiy  it  created  with  a  90"^  mai- 
ket  shai-e  for  its  Tampax  brand  and  a 
product  that  women  felt  actually  im- 
proved theu'  hves. 

Fast  forward  to  1997:  Tambrands. 
with  sales  of  S662  miUion.  still  enjoys  a 
fabulous  brand  name  and  fatter  mar- 
gins than  Gillette  Co.  and  Coca-Cola 
Co.  But  market  share  has  shrunk  to 
around  b'Z'^c.  thanks  to  nimbler  rivals 
that  have  kept  up  a  barrage  of  product 
innovation  and  aggi'essive  pricing.  Xeai- 
ly  thi-ee  yeai-s  into  his  stint  as  ceo,  for- 
mer Colgate-Palmolive  Co.  marketer 
Edwai'd  T.  Fogaity  concedes  that  Tam- 
brands has  hit  "a  bump  in  the  road." 
REVIVED  RUMORS.  Some  would  call  it 
more  of  a  pothole.  Fogarty's  plan  to 
transform  a  languishing  manufacturer 
li\ing  oif  an  old  brand  name  into  a  mai'- 
keting-driven  innovator  chcked  at  fu*st, 
but  a  price  wai'  last  year  with  Pla^lex 
Pi"oducts  Inc.  shced  margins,  cut  share, 
and  helped  force  Tambrands  to  take  a 
thutl-cjuaiter,  S46  million  restincturing 
chai'ge.  Even  without  that  chai'ge,  1996 


operating  income  fell  14%,  to  S139  mil- 
lion, on  sales  down  3%.  Although  strong 
cash  flow  can  keep  the  Wliite  Plains, 
(N.Y.)  company  plodding  along,  a  pro- 
longed downturn  could  revive  old  ra- 
mors  that  it's  ripe  for  a  takeover. 

Investors,  meanwhile,  have  voted 
with  their  feet.  The  stock,  which  hit 
51/4  on  Mar.  5.  has  fallen  20%,  to  about 
41,  even  as  the  Standard  &  Poor's  500- 
stock  index  set  records.  Those  remain- 
ing console  themselves  with  a  fat  divi- 
dend and  hopes  of  an  eventual  takeover 
"We've  suffered  so  long,  we  may  as  weU 
hold  on,"  says  Chiistopher  H.  Wiles,  a 
portfolio  manager  at  Pittsburgh-based 
Federated  Investors,  which  holds 
907,000  Tambrands  shares.  He  thinks 
the  company  will  net  S93  million  this 
year,  on  sales  up  4%.  to  S690  milUon. 

WTiy  is  it  so  hai-d  for  the  company 
that  introduced  the  first  tampons,  a 
protluct  with  gi'eat  bi-and  loyalty,  to  hold 
on  to  its  customei*s?  Simply  put.  Tam- 
brands has  suffered  from 
outdated  products,  poorly 
mai'keted.  Neither  of  the 
two  CEOS  preceding  Fo-^- 
aity.  Edwin  H.  Shutt  Jr. 
or  Martin  F.  C.  Emmet — 
both  of  whom  were  forced 


VARIATIONS 
ON  A  THEME 

Tfie  product  line  has 
expanded — but  the 
market  fiasnt 


IN  1995, 
THE  PACK- 
AGE WAS 
UPDATED 


NATURALS  WERE 
INTRODUCED  IN  '96 


A  NONAPPLICATOR 
VERSION  FOLLOWED 
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out  by  the  boaixl — did  much  to  imprLi\ 
a  product  that  had  changed  Uttle  sine 
its  1933  patent.  Meanwhile,  rivals  sue 
as  Johnson  &  Johnson  and  Plajtex  wei 
rolling  out  tampons  that  were  easier  im 
more  comfortable  to  use. 

Fogarty,  60,  arrived  in  1994,  hrin 
ming  with  plans  for  new  products  ar 
shai-per  mai-keting,  based  on  his  yeai 
heading  Colgate's  U.  S.  and  Canadia 
business  and  Pla\tex'  international  uiu 
"He's  the  ultimate  work-hai'd,  play-h;u 
CEO.  with  ideas  a  mile  a  minute,"  sa_i 
Michael  K.  Lorelli,  who  headed  ti 
Americas  di\ision  of  Tambrands  unt 
last  August. 

Fogaity  moved  to  fill  out  the  Tar 
brands  product  line  with  such  offeinii 
as  Satin  Touch,  a  tampon  with  a  smin  r 
cai'dboai'd  applicator,  and  aE-cotton  N: 
ui"als.  He  also  put  in  place  a  S15  milli: 
packaging  redesign.  The  results  w 
promising:  Unit  shai'e  climbed  fi'om  52 
when  Fogarty  took  office  to  54.4'^r  1 
1995's  third  quarter 
WAR  CARNAGE.   But   Playtex  s 
launched  a  devastating  price  war. 
the  nine  months  ended  last  Septem 
Tambrands  gave  back  aU  of  its  nt 
gained  market  share,  while  indu^: 
sales  flattened  as  consumei"s  stocked  i  | 
The  wai-  abated  in  the  third  quart  ( 
but  not  before  Tambrands  announceil 
restnictming  that  closed  four  of  ni: 
plants  and  cut  the  workforce  by  17%,  > 
2,800.  Now.  the  company  is  starting  > 
rebuild  share,  but  it  learned  a  hm'd  le 
son:  Years  of  brand  neglect  had  left .  | 
\ailnei'able  to  one  of  the  oldest  weapo. 
in  the  marketplace. 

Fogarty  rejects  the  obvious  fixt 
Attaching  the  mighty  Tampax  name 
other  products  would  leverage  t 
brand,  but  Fogarty  says  it  wor 
divert  management  attention  fr 
the  company's  biggest  problei 
and  biggest  opportunity: 
creasing  the  market 
tampons  here  and  ovt 
seas.  Nor  does  a  sale  Ic: 
hkely.  Industry  souii 
say  that  before  hiri, 
Fogarty,  the  boal 
shopped  the  compa' 
to  potential  buye 
including  Avon,  U 
found   no  take. 
Although  Fogaijf 
says    he  woii 
have  to  UstenS 
any  serious  off. 
—  *  he  sees  few  pi  - 


CEO  FOGARTY: 

far.  resisting 
diversiftcatioii 


NOT  ONLY  DO  WE  LISTEN 
TO  OUR  CUSTOMERS, 

SO   DOES   THIS  CAR. 


THE  SYNERGY  2010  is  unlike  any  concept  car  we've  ever  created.  Virtually  all  of  its 
ELECTRON  I C  controls  are  voice  activated.  So  instead  of  drivers  taking  their  hands  off 
the  steering  wheel  to  turn  on  the  radio,  they  simply  say  "Radio  on."  Talk  about  music  to 
your  ears.  Simply  put,  FORD  MOTOR  COMPANY  is  developing  innovative  ways  to  make 
driving  safer  and  easier  than  ever.  In  computer  simulations.  Synergy  2010's  highlj-  efficient 
powertrain,  super  light  weight  and  aerodynamic  styling  combine  to  give  it  three  times  BETTER 
MILEAGE  than  a  conventional  car.  Which  is  better  for  the  environment.  The  Synergy  2010. 
Call  it  a  RESEARC H  CENTER  on  wheels.  W  here  we  test  new  ideas  —  the  best  oj  which  arc 
destined   to   be   in  your  future.  And,   as  you   can   see,   that's   more   than  just  talk. 


Ford    •    Ford  Trucks 


Lincoln 


Mercury 


Q_U  A  L   I  T  Y      IS      JOB  1 


more  infTwai  ion.  contact  us  on  the  Internet  at.  bttpi/Zniviv.  forJ.com 


between  sky  blue  and  ivoiy 
there's  pale  violet. 


I 


between  pale  violet  and  iilac 
there's  lavender. 


between  lavender  and  cool  blue 
there's  cloud  blue. 


keep  finding  t 


1996  Canon  U.S.A.,  Inc. 


0  0  r  called 


G. 


cANONcoNNECTs  you  to  tHe  Gx t 0 rcl j H 3 ry  technology  of 
Canon  Laser  Color.  Canon  introduced  the  world's  first 
color  laser  copier  ten  years  ago.  And  while  others 
struggle  with  reproducing  primary  colors  accurately, 
Canon's  advanced  technology  creates  the  colors 
between  the  colors.  The  subtle  tones  that  make  all  the 
difference  between  the  ordinary  and  the  remarkable. 

For  more  information  about  Canon  Laser  Color 
copiers  and  printers,  and  about  ColorPASS  color 
controllers,  you  can  call 

us  at  1-800-OK-CANON  i|fll^^H^^H  ' 
anytime.  Or  connect  with  ■^■I^^^H^^BH 

us  at  www.usa.canon.com.  Hj^HH^^^^^^BBn 

Canon  Laser  Color.  Its  only  competition  is  reality. 


Canon 


America's  #1 
MoMEY  Fund 

BASED       ON       YIELD       AS       OF  1-7-97 


For  the  7  days  ended  1-7-97,  the  Strong  Heritage 
Money  Fund  ranked  #1  for  yield  among  the  219 
General  Purpose  money  funds  tracked  by  the  IBC's 
Money  Fund  Report^  a  service  of  IBC  Financial  Data, 
Inc.  To  keep  shareholder  costs  low,  a  $25,000  minimum 
initial  investment  is  required.  Call  for  the  Fund's  most 
recent  yield  and  free  prospectus  kit. 

An  investment  in  this  Fund  is  neitlier  insured  nor  guaranteed  by  the  U.S. 
government,  and  there  can  be  no  assurance  the  Fund  wiE  be  able  to  mam- 
tain  a  stable  $1.00  share  price, 

'  100%  No-Load     '  Call  24  horns  a  day 

*  Performame  and  rankings  are  historkal  and  do  not  represent  future  results.  The  advisor  ts  waiving  management 
fees  of  .45%  and  absorbing  expenses  of  .08°a  Otherwise,  the  current  and  effective  yields  would  have  been  5.0S'o 
and  5.21%,  respectively  For  more  complete  information,  imluding  management  fees  and  expenses,  call  Strong 
Funds  Distributors.  Inc  for  a  free  prospectus  kit  Please  read  it  carefuEy  before  you  invest  or  send  money.  4192K96Q 


7-Day  Yields* 

(Annualized  as  of  1-7-97) 

5.61% 

Ciirrent  Yield 

5.77% 

Effeaive  Yield 
Yields  vary 


STRONG 


^  Strong  Funds 
1-800-368-7345 

http://  www.  5trong-funds.com 


Arthur  Andersen's 

Global  Conference  for  Business  Executives  and  Educators 
LEARNING  FOR  THE  21st  CENTURY 
April  9  -11, 1997,  St.  Charles,  Illinois 


Understand  the  co-evolution  of  schools,  higher-education  and 
business  training  toward  a  self-directed,  life-long  learning  system. 

Interact  with  thought  leaders: 

•  Peter  Drucker  -  Father  of  Modern  Management 

•  Morton  Egol  -  Director  of  Aithur  Andersen's  School  of  the  Future 

•  Charles  Handy  -  Author  of  The  Age  of  Paradox 

•  Peter  Senge  -  Author  of  The  Fifth  Discipline 

•  Hirotaka  Takeuchi  -  Author  of  The  Knowledge-Creating  Company 

•  Margaret  Wheatley  -  Author  of  Leadership  and  the  New  Science 

•  Benjamin  Zander  -  Conductor  of  the  Boston  Philhannonic  Orchestra 

Visit  the  Arthur  Andersen  Community  Learning  Center 

via  interactive  videoconference  with  facilitators  and  learners.  This  modem 
version  of  the  one-room  schoolhouse  for  multiage,  self-directed  learners  is 
evolving  towards  a  learning  environment  for  all  ages. 

Participate  in  workshops  on  Global  Best  Practices  for  learning  in 
schools,  higher-education  and  business. 

For  registration  information,  call  630-444-4987 
or  fax  your  address  to  630-444-4975 


The  Corporation 


sible  buyers.  Shareholders  seem  tc 
agree.  "You'll  see  me  do  a  happy  dan« 
if  there's  a  deal,"  says  one  institutiona 
•  investor,  but  adds  that  he's  not  banking 
on  it. 

Still,  expanding  is  no  easy  task.  Ir 
developing  countries,  where  fewer  thar 
1%  of  women  use  tampons,  social  bani 
ers  against  the  product  are  often  in 
tense.  And  gearing  up  in  new  market 
isn't  cheap,  since  Tambrands  can't  lever 
age  its  manufacturing  costs  with  othe 
products.  "When  there  are  no  othe 
products,  it's  prohibitively  expensive, 
says  Joel  E.  Smilow,  retired  chairmai 
and  CEO  of  Playtex  and  Fogarty's  one 
time  boss.  Tambrands  is  strong  in  Eu 
rope,  but  making  headway  in  that  ma 
ture  market  will  be  tough. 

TAMBRANDS' 
SLUMBERING  STOCK 


TOTAL  RETURN 

STANDARD  &  POOR'S  500  J 

TAMBRANDS^^ 

JUNE  '94  '95 

■96 

JAN.  28.  '97 

DATA:BLOOMBERG  FINANCIAL  MARKHS 

Back  at  home,  Fogarty  warned 
vestors  in  January  that  Wal-Mart,  i1 
biggest  customer,  is  rolling  out  a  p: 
vate-label  brand.  But  Tambrands  w 
unleash  a  $60  million  ad  campaign 
March  that  will  aim  to  increase  ta 
pon  usage  by  touting  their  safety 
night,  when  many  women  use  pads.  I 
creasing  the  market  could  help  with 
reciuTing  new-product  dilemma  at  Tar 
brands:  a  tendency  to  cannibahze  oldt 
products. 

But  that  beats  losing  sales  to  someoi 
else's  good  idea.  Just  look  at  Instead, 
menstrual  cup  made  by  tiny  New  Yoi 
City-based  Ultrafem  Inc.  that  can  1 
worn  twice  as  long  as  a  tampon.  Tl 
first  radically  different  product  to  f 
the  industry  in  years,  it  has  already  ca 
tured  more  than  4%  of  the  market 
the  Northwest  since  its  August  rollout 
a  sign  that  women  ai'e  looking  for  somi 
thing  better.  Fogarty  says  that  with  if 
great  brand  name,  Tambrands  is  coi 
mitted  to  finding  the  next  breakthrou 
product.  "If  it  doesn't  come  from  i 
that  way  lies  extinction,"  he  declan. 
More  than  ever  for  Tambrands,  thn' 
are  words  to  live  by. 

By  Jennifer  Reimj: 
in  Wfiite  Plains,  A' 
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,n  AS/400' Advanced  Series  Solution 


is  his  desire  to  let 
the  world  see  the  work 


Behind  Ron  Siemans 
success  in  helping  to  grow 
Royal  Caribbeans  fleet 


and  give  30,000 
travel  agents  quick  access  to 
their  reservations  database. 


Upgrading  his  AS/400  to  PowerPC™ 
te(*hnology  increased  the 
performance  ol  customer  reservations 
by  50%  with  ahnost  no  downtime. 

l  our  ships  hrnmirjourn'ru.  l  our  ilinrrurics 
hrvomc  ovvr  fifty.  Is  ,l,is  ni^i^ressivr  r.xpan- 
shn  takes  place  at  Royal  Carihlwan.  Ron 
Shnian.  I  ll  IT.  n  alrhrs  IS/lOO  Uh  auml 
Scries  e<tsily  expand  iritli  tlieni. 

Iliirtv  thous(uul  irarel  agents  around 
lite  Horld  access  II  ihheans  reser- 

ralion  systems,  so  sp,  ,  </  oud  reli,d>ilUy  are 
crucial.  Fortunately  Ron  uds  aide  to 
iipiirade  to  (>  l-l,it  RISC  processing  n  dhout 
li'ivinii  to  rewrite  so/in-are  or  experience 
vastly  doirnlinie.  Ind  <)<),<)%  uptime  f>r 
IS/ 1 11(1  means  rirlually  no  missel  sales. 
'-Here  <  <'rtaady pushed  the  envelop,' 
n  ilhthe  IS/l(l(rsra/>ahdities.and  a 
<l'''irly  has  f,ciht<ned  nea-  linnnh."  adds 
lion.  Is  Roval  (:arihh<'<u,  ^ren:  so  did  the 
utnnher  of  systems  it  interacts  niih.  Sun. 
\arell.  Data  Cem  nd.  'liuulem.  A  /;  to  mane 
'I Jen:  Rut  thanl.s  to  IS/lDOS  open  (urlulec- 
Inre.  they  ad  conned  secanlessly 

To  Ay//  /;  IS/ 100  Idranced  Srries 

irilh  R<>n  erl>(:technoh>^ycan  heep  your 
husines.s  Ol,  I'ourse.  cod  I HOO  Ili\h2  Hu'l.  ext. 
II  1210.  ami  ash  <d,out  <,ur  :>.')<'',> /iiuaiciui:: 
Or  risii  us  at  n  ini  .os  KlO.ibm.com. 


re  December  31, 1998,  and  inst jileVby  anua,v'^^r?99nBy  ""^  'P'">'-  ^^^"^"'5  f""^!  be 
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Solutions  for  a  small  planet" 


Science  &  Technology 


SEMICONDUCTORS 


MY  CHIP  IS  FASTER 
THAN  YOUR  CHIP 

AMD  claims  an  edge  in  the  microprocessprsweepstakes 


The  crisis  lasted  only  15  months, 
but  it  seemed  more  like  15  years 
to  W.J.  "Jerry"  Sanders  III,  the 
chairman  and  founder  of  Advanced 
Micro  Devices  Inc.  amd's  misfortunes 
started  months  before  its  Pentium 
work-ahke  chip,  dubbed  the  K5,  hit  the 
mai'ket  last  spiing.  The  chip  was  a  yeai" 
late — and  a  flop.  Then  came  last  year's 
semiconductor  recession,  amd's  1996 
sales  plunged  almost  20%,  to  $1.95  bil- 
lion. Meanwhile,  the  company's  stock 
skidded  from  a  peak  of  38  in  June,  1995, 
to  less  than  11  in  late  July,  1996. 

The  drop  in  shares  reflected  trouble 
on  another  fi-ont:  Wall  Street's  dismay 
over  Sanders'  purchase  of  rival  Nex- 
Gen  Inc.  a  year  ago.  Analysts  gagged  at 
the  price:  a  cool  $630  million  in  stock  for 
a  company  with  sales  of  just  $21  million. 
Today,  though,  the  Street  is  whistling 
different  tune,  amd's  stock  has 
bounced  back  to  the  low  30s,  and  erst- 
while critics  now  see  the  NexGen  merg- 
er as  a  crafty  move,  amd's  position  is 
"better  than  it  has  been  for  a  long 
while,"  says  Daniel  T.  Niles,  an  analyst 
at  Robertson,  Stephens  &  Co. 

NexGen's  sales  may  have  been  weak, 


but  its  technology  was  strong.  The  ac- 
quisition handed  amd  a  state-of-the-ait 
microprocessor  on  a  silicon  platter. 
Called  the  K6,  the  chip  outruns  Intel 
Coi-p.'s  fastest  Pentium  Pro  models,  ac- 
cording to  a  competition  that  amd 
staged  at  the  Comdex  trade  show  last 
November.  Running  new  32-bit  soft- 
ware, the  K6  was  a  tad  faster  than  a 
Pentium  Pro — but  vnth  existing  16-bit 
software,  "we  blow  their  pants  off," 
boasts  Sanders.  And  thanks  to  a  smart 
licensing  deal,  the  K6  will  even  feature 
Intel's  own  mmx  (mul- 
timedia extensions) 
technology,  which 
speeds  up  the  pro- 
cessing of  images  and 
sounds.  "This  is  un- 
charted territory  for 
us,"  Sanders  says. 
"We've  never  had 
even  equivalent  per- 
formance with  Intel 
before." 

Intel  declined  to 
comment  on  the  K6. 
BUSINESS  WEEK  want- 
ed to  verify  Sanders' 


AMD'S  COMEBACK  YEAR? 


NET  PROFIT 


-0.1 ' 
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A  BILLIONS  OF  DOLWRS 

DATA:  PRUDENTIAL  SECURITIES  INC, 


NEW  SYNERGY 

Raza  (left)  and  Dham 
(fright),  with  Sanders. 
NexGen  is  pumping  up 
.•VMD's  prospects 

claims  by  running  its  ow 
race,  pitting  a  K6  against 
Pentium  Pro,  but  am 
wouldn't  furnish  a  chip. 

The  K6  is  slated  to  hit 
market  in  Api-il,  and  analysl 
figure  AMD  could  sell  moi 
than  5  million  this  year.  Th; 
could  produce  revenues  ( 
$800  million  in  1997— and 
biUion  in  1998,  estimates  ai 
alyst  Mark  L.  Edelstone  < 
Prudential  Securities  In 
Without  the  NexGen  desig 
AMD  could  have  been  out  ' 
the  race.  Its  own  next-ge: 
eration  chip  was  so  far  b 
hind  schedule  it  wouldr 
have  been  ready  until  ai-oui 
1999.  And  Sanders  admi 
that  AMD's  own  K6  desig 
now  scrapped,  wasn't  ; 
good  as  NexGen's. 
FIRED  UP.  All  this  newfoui 
optimism  is  really  a  tale 
how    the    tail — NexGen 
wagged  the  dog.  "Since  a 
quhing  them,  we've  basical 
had  to  turn  the  company  u 
side-down,"  says  Sandei 
More  than  a  few  feathers  have  bei 
ruffled  by  NexGen's  leaders:  found" 
and  CEO  S.  Atiq  Raza  and  Vinod  Dha 
a  10-year  Intel  veteran  who  joined  Ne 
Gen  in  May,  1995,  as  chief  operating  i 
ficer.  In  paiticular,  the  pair  lit  a  fire  i 
der  AMD's  manufacturing  operation. 

AMD's  factory  managers  had  focus'. 
on  production  yields  for  the  K5,  I 
cause  that's  the  key  to  chipmaking  pr 
its.  But  high  yields  were  coming  at  t 
expense  of  faster  chips.  To  make  suf 
that  nearly  all  the  K5s  made  were  soi 
AMD  set  its  speed  tj> 
low,  relegating 
chip  to  also-ran  si 
tus.  The  K5  coil 
match  only  75-  aj 
90-Mhz  Pentium  m(^ 
els — while  Intel  aS 
rival    Cyrix  Coil, 
were  selling  chips  ip 
erating  at  133  Mhzr 
more.  Dham  insist^ 
on  saciificing  some  ffc 
ficiency   for  spei'^" 
"When  you're  this  " 
behind,  you  have 
have  a  sense  of  t 
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ONESOURCE^^^TCH 

A    SPOTLIGHT    ON    MUTUAL    FUNDS    THAT    MAY    DESERVE    YOUR  ATTENTION 


VoL  I  No. 2 


A 


NEW  FUNDS 


Iiuiiflhtful  tfcn/j  to  c)ivL'i\iify  heyoiic)  your  core  hol()inij. 


February  1997 


JANUS  SPECIAL  SITUATIONS  FUND 

JANUS  As  a  fund  family,  Janus  has  built  its  reputation  on  skillful  stock  picking.  This  unique  Fund, 
managed  by  David  Decker,  invests  in  stocks  of  all  types  and  sizes,  but  with  a  special  twist.  Decker 
concentrates  on  companies  whose  special  situations  have  been  overlooked  by  Wall  Street. 


BERGER/BIAM   INTERNATIONAL  FUND 

A  )omt  venture  ot  Berger  Associates,  Inc.,  and  Bank  of  Ireland  Asset  Management,  (U.S.)  Ltd.,  (BIAM). 
This  Fund  s  investment  team,  BLAM,  brings  investors  over  30  years  of  international  investing  expertise* 
and  the  same  type  of  solid,  bottom-up  stock  selection  people  have  come  to  expect  from  the  Berger  Funds. 


INVESCO   REALTY  FUND 

^  /  INVESCO,  which  manages  a  number  of  historically  high-performing  sector  funds,  is  focusing  on  an 
 .                          asset  category  that  may  or  may  not  rise  or  fall  in  tandem  with  the  rest  of  the  market  — real  estate 

INVESCO  FUNDS  ..  ,.  ... 

equities.  The  Fund  invests  primarily  in  REITs,  builders,  developers,  brokers  and  mortgage  lenders. 


THERE  MAY  BE  NO  BETTER  PLACE  TO  BUILD  A  PORTFOLIO  OF  MUTUAL  FUNDS. 


|[bNE^SOURCE]| 


We  believe  a  diversified  portfolio  of  mutual  funds  consists  of  both  core  holdings  and  supplemental 
funds  that  can  bring  an  added  dimension  to  the  portfolio.  Both  ai  e  available  through  Mutual  Fund 
OneSource®-  a  sei-vice  that  gives  you  access  to  over  600  funds  free  of  loads  and  transaction  fees.**  Stop 
by  a  Schwab  branch  and  have  a  rep-       ^  I  ^^"^^^^^P™™^ 

Free  Subscription  |  Select I^ist 

resentative  help  you  develop  a  comprehensive  strategy  for  mutual       For  two  free  issues  of  Schwab's    |  .j 

Mutual  FunJ  Select  Lw/T  visit  one 
fund  investing.  (Remember:  there  are  no  guarantees  in  investing.)       of  our  240  branches  or  calh 


1  -  8  0  0  -  5  -NO-LOAD 


^ «  prospectuses  containing  more  complete  information,  including  management  fees  and  other  expenses,  are  available  through  Schwab.  Please  read  them  carefiilly  before  investing. 
I  temational  investing  involves  additional  risk  to  principal,  including  currency  fluctuations,  political  instability  and  foreign  regulation. 

uu-Ies  Schwab  provides  recordkeeping  and  shareholder  services  for,  and  receives  remuneration  from,  Mutual  Fund  OneSource  companies.  **Schwab's  standard  transaction  fee  will  be  charged  on 

III  li  redemption  ot  fund  shares  bought  v\ith  no  transaction  fee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future,  should  short-term 
ling  become  excessive,  as  well  as  the  nght  to  change  the  funds  we  make  available  without  transaction  fees.  ©f997  Charles  Schwab  &  Co..  Inc.  Afl  rights  reserved.  Member  SIPC/NYSE.  (2/97) 
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The  7th  Annual  Business  Week 

Asia  Leadership  Forum 

LEADING 
CHANGE 

June  11-13,1997 
Hong  Kong 


'eatured  speakers: 


Asia  Leadership  Forum 

June  11-13, 1997  •  Hong  Kong 


ithor  of  ''The 
uui  Advantage: 
'ohdl  Strategy  in 
■<  Padju  Region  " 


John  Kao 

Author  of  "Jamming: 
The  Art  and  Disnpline 
of  Corporate  Creativity "' 


Masaaki  Imai 

Author  of 
"Cemha  Kaizen ' 
and  "Kaizen  " 


Jack  'Irout 
Author  of  "The 
New  Positioning" 
and  "Positioning'' 


Keynote  speaket\ 


Lcc  lacocca 

Ret.  Chairman  and  CF.O 

Chrysler  (Corporation 


hat  has  proven  to  be  the  most  effective  means 
i  success  today?  The  abihty  to  drive  change  forward, 
)t  just  react  to  it.  Now,  Business  Week  is  honored  to 
)st  an  exclusive  gathering  of  Asia's  top  business  ehte 
id  some  of  the  world's  most  creative  strategic  thinkers 
r  forward-focused  dialog  on  affecting  change. 

This  premier  event  will  take  place  two  weeks 
fore  the  historic  return  of  Hong  Kong  to  the  People's 
;public  of  China — a  dramatic  framework  for  our 
icussion  of  proactive  leadership  in  Asia  and  the 
anging  global  economy. 

Don't  miss  the  chance  to  be  a  part  of  this  dynamic 
idership  forum. 


Presented  in  association  with: 

J.D.  Edwards  and  Company 
Space  Imaging 


For  registration  information, 
please  contact  Julie  Terranova 

call  +1.212.512.2184  or 
fax  +1.212.512.6281 

Attendance  is  lirniteH  to  Chainnen,  CFXJs, 
Presidents,  and  Managing  Directors  of  leading 
Asian  and  worldwide  companies. 

For  information  on  sponsorship  opportunities: 
Please  call  Jane  Beattic  in 
New  York  +1.212.512.4435  or 
Hal  Berry  in  Singapore  +(65)  536.8262. 


BusinessWeek 


EXECUTIVE      PROGRAM  S 


Beyond  news.  Intelligence. 


\  by  The  McGraw-Hill  Companies,  Inc. 


A  Division  of  The  McGraw-Hill  Companies 


Science  &  Technology 


gency,"  he  says.  The  gamble  paid  off: 
K5  sales  doubled  almost  overnight. 

So  far,  Sanders  is  pleased  with  Raza's 
and  Dham's  remodeling.  "These  guys 
have  atlded  a  new  dimension  to  the  com- 
pany," he  says,  amu's  other  businesses, 
w^hich  account  for  70%  of  revenues,  are 
looking  up,  too.  The  company  is  now 
second  only  to  Intel  in  the  market  for 
flash  memory,  used  in  most  PCs  and  cel- 
lular phones.  After  a  slow  1996,  when 
sales  rose  only  10%,  amd's  flash  busi- 
ness seems  set  to  increase  15%-  this 
yeai',  to  ai'ound  $615  million,  says  Alan  J. 
Niebel  of  Semico  Research  in  Phoenix. 

Still,  AMD's  comeback  is  no  sure  thing. 
The  delays  that  plagued  the  K5  dam- 


AMD  must  soon  win  some  key 
PC  companies  in  the  U.S.  or 
else  go  back  to  playing 
foUow-the-leader  with  Intel 


aged  credibility  and  cost  AMD  some  cus- 
tomers— most  notably  Compaq  Com- 
puter Coi-p.  "It's  an  uphill  road  to  win 
back  'mind  share,' "  says  Dataquest  an- 
alyst Mark  A.  Giudici. 

The  K5  chip's  troubles  came  to  a 
head  in  mid- 1995.  After  three  years  of 
development,  the  company  found  bugs 
in  its  first  designed-fi-om-scratch  chal- 
lenge to  Intel.  To  settle  a  legal  feud, 
AMD  had  agi-eed  to  stop  cloning  Intel's 
chips  in  return  for  broad  access  to  Intel 
technology,  including  mmx.  When  the 
K5  finally  showed  up,  PC  makers  gener- 
ally panned  it.  Only  2  million  were  sold 
in  1996,  mostly  overseas.  That's  roughly 
what  Intel  sells  in  a  week.  Worse,  to 
swat  the  K5's  bugs,  AMD  had  plucked 
engineers  from  its  Kfi  effort,  putting 
that  chip  further  behind. 
A  GOOD  FIT.  Entei'  NexGen.  The  nine- 
year-old  Milpitas  (Calif.)  company  was 
admired  for  its  design  prowess,  even 
though  its  first  chip,  the  Nx586,  didn't  fit 
into  standard  Pentium  sockets.  Nex- 
Gen's  follow-on  processor  suffered  the 
same  drawback — until  Dham  jumped 
ship  from  Intel,  where  he  had  been  the 
Pentium's  chief  designer.  Dham  insisted 
on  changing  the  Nx686.  If  the  chip  fit 
Pentium  sockets,  he  reasoned,  PC  mak- 
ers could  upgi-ade  their  Pentium-class 
systems  to  Pentium  Pros.  Even  Intel 
doesn't  offer  that.  Its  Pentium  Pro  re- 
quires a  special  motherboard. 

However,  the  redesign  intensified  a 
cash  shortage  and  forced  NexGen  to 
begin  shopping  for  new  investors.  Mar- 
shall Cox,  a  NexGen  boaixl  member  who 


once  worked  with  Sanders,  brought  the 
two  companies  together  in  September, 
1995.  Both  sides  immediately  saw  the 
light.  Their  merger  was  announced  on 
Oct.  20. 

Sanders,  knovdng  a  good  thing  when 
he  sees  it,  has  kept  his  hands  off  Nex- 
Gen. Raza  and  Dham,  however,  had  no 
compunction  about  shaking  up  amd.  In 
addition  to  confronting  amd's  manufac- 
turing crew,  Dham  challenged  the  K5's 
designei"s — and  discovered  another  cause 
for  the  K5's  disappointing  speed:  some 
sluggish  circuits.  After  these  were  re- 
vised, performance  jumped  more  than 
30%,  and  AMD  now  markets  models  that 
match  166-Mhz  Pentiums.  Ai-med  with 
these  faster  chips,  AMD  could 
sell  3.1  million  K5s  this  year, 
estimates  Salomon  Brothers 
Inc.  Intel  wifl  probably  re- 
taliate by  cutting  Pentium 
prices,  but  Sanders  vows  to 
keep  the  price  of  amd's  chips 
50%  less  than  compai-able  In- 
tel offerings. 

If  AMD's  K6  does  indeed 
outperform  the  Pentium  Pro,  no  doubt 
the  king  of  chips  will  push  hard  to  pre- 
vent the  K6  fi-om  taking  root.  By  mid- 
1997,  Intel  plans  a  cheaper  version  of 
the  Pentium  Pro,  code-named  Klamath, 
that  will  r-un  existing  software  faster. 
Moreover,  Klamath  will  require  a  new 
and  different  socket.  Sanders  hopes 
some  PC  makers  will  prefer  using  the 
same  motherboards  for  both  K5-  and 
K6-based  systems.  Most  PC  companies 
are  keeping  mum  about  any  K6  plans, 
although  Acer  America  Coip.  and  a  few 
othei-  K5  customers  say  they'll  consider 
the  new  chip — when  it  amves. 

Pindential's  Edelstone  gives  amd  18 
months  of  smooth  sailing  before  the 
socket  wai-s  heat  up.  If  by  then  the  chip- 
maker  hasn't  won  over  some  key  PC 
companies  in  the  U.S.  to  complement 
its  strength  in  foreign  markets,  Sanders 
may  be  forced  to  resume  playing  fol- 
low-the-leader  with  Intel.  And  that's 
something  he  never  wants  to  do  again. 

By  Andy  Reinhardt 
in  Sunnyvale,  Calif. 


YOUR  HEALTH'  ON  AOL 

On  Wednesday,  Feb.  5  at  8  p.m.  est,  Jan 
Breslow,  president  of  the  American  Heart 
Assn.,  and  his  Rockefeller  University  col- 
league Dr.  Hayes  Dansky,  a  cardiologist, 
will  discuss  the  prevention  and  treatment 
of  heart  disease  as  part  of  business  week's 
"You  and  Your  Health"  series  on  America 
Online.  You  can  participate  by  visiting  busi- 
ness week's  area  (keyword:  BW)  or  going  to 
the  Coliseum  (keyword:  ©Coliseum). 


Participating  Sheraton  Hotels  & 

Alabama 

Sheraton  Birmingham 
Arizona 
Sheraton  Crescent/PhoenLx 
Sheraton  El  Conquistador/Tucson 
California 
Sheraton  Cerritos 
Sheraton  Grande  Torrey  Pines/La  JoIIa 

Sheraton  Long  Beach 
Sheraton  Gateway  Los  Angeles  Airport 
Sheraton  Grande/Los  Angeles 
Sheraton  Universal/Los  Angeles 
Sheraton  Rancho  Cordova 

Sheraton  San  Jose 
Palace  Hotel/San  Francisco 
Sheraton  Fisherman's  Wharf/San  Francisco 
Miramar  Sheraton/Santa  Monica 
Colorado 
Sherattin  Colorado  Springs 
Connecticut 
Sheraton  Stamford 
Washington,  D.C.,  area 
Tlic  Carlton 
Sheraton  W.ishington 
Sheraton  Suites  Alexandria 
Delaware 
Sheraton  [lover 
Sheraton  Suites  Wilmington 
Florida 
Sheraton  Key  Largo 
Sheraton  Suites  Plantation 
Sheraton  World/Orlando 
Walt  Disney  World  LXilphin/Orlando 
Georgia 
Sheraton  Suites  Galletia/Atlanta 
Sheraton  Gateway  Atlanta  Airport 
Illinois 
Sheraton  Chicago 
Sheraton  Suites  Elk  Grove 
Sheraton  Gateway  Suites  O'Hare  Airport/Chicago 
Louisiana 
Sheraton  New  Orleans 
Sheraton  Shreveport 
Maryland 
Sheraton  Inner  H.irhor/Baltimote 
Massachusetts 
Sheraton  Boston 
Minnesota 
Sheraton  Minneapolis  Metrodome 
Missouri 

Sheraton  Suites  Country  Cluh  Plaia/Kansas  City 
New  Jersey 
Sheraton  Meadowlands 
New  York 
Sheraton  Civic  Center/Poughkeepsie 
Sheraton  Manhattan 
Sheraton  New  York 
St.  Regis 
Ohio 

Sheraton  Suites  t.'olumhus 

Oregon 
Sheraton  Portland  Airport 
Pennsylvania 
Sheraton  Society  Hill/Phil.idelphia 
Sheraton  Univcrsirv/Philadelphia 
South  Carolina 
Sheraton  Charleston 
Tennessee 
Sheraton  Music  City/Nashville 
Texas 

Shef:iton  Park  Central/llallas 
Sheraton  Suites  Market  Center/Dallas 
Sheraton  Tyler 
Virginia 
Sheraton  Park  South/Richmond 
Washington 
Sheraton  Seattle 
Sheraton  Ticoma 
Manitoba,  Canada 
Sheraton  Winnipeg 
Ontario,  Canada 
Sheraton  Centre  Toronto 
Sheraton  Gateway/Tironto 
Sheraton  Ottawa 
Quebec,  Canada 
Le  Centre  SlieratorVMontreal 
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THE  NEW  "9-5''  PLAN.  ONLY  AT  SHERATON. 

It's  a  one-of-a-kiiui  innovation  foi-  business  tiaveleis  that  allows  yon  to 
check  in  to  your  room  as  early  as  9  a.m.  on  ai  rival  and  check  (ml  as  late  as 
5  p.m.  on  the  day  vou  leave.  You'll  (ind  it  gives  you  more  freedom  to  lake  care 
>f  business  and  plenty  oi  lime  to  avoid  it.  The  "9-.5"  plan  is  available  to  all 
•nembers  of  ITT  Siieraton  Club  International  (SCI),  our  ir(  (iucut  guest 
irograni.  To  rec]uest  the  "9-5"  plan  on  vour  nc\l  slav  and  lor  lice  eiuollment 
n  SC1.  call  \()ur  travel  |>i()fessional  oi-  l-o()()-.'i2.5-3.S.'?S.  You  can  also 
make  leservations  at  our  Web  site:  http://\vvvw.sheraton.c'om. 
And  remend)cr  lo  pack  thai  other  suit,  the  di  i|)-dry  one. 

//(■  "9-.')  plan  IS  (iiiiiliiiilr  la  all  SCI  incniliers  iKniiifi  eligihlf  rorjiomie  rales  {RAC. 
(>l\.  SET]  III  jKirlu  ijxilinii  ]>n>jicrlics  iind  is  nol  i  iillil  ii  illi  finiiip  iii  ilisioiiiildl  mlcs. 

I''"7  II  I  Sli.  niin,,  i:,,n,,„,inni,. 


Sheraton 

HOTELS&RESORTS 

ITT 


The  newest 

for  your  business. 

them  all  at  CeBIT, 
in  one  place,  at  one 


time. 


ax  informotion  service 
Fax  poll  no.: 
+49-511/288  86  50 
Internet: 
http://www.cebif.de 


Advances  in  informotion  and  communications 
technology  make  it  possible  for  businesses 
to  respond  more  quickly  than  ever  to  their 
customers'  information  and  product  needs. 
As  the  IT  world  introduces  ways  to  do 
business  better,  you  need  o  way  to  choose 
the  best  solutions  for  your  business.  CeBIT 
makes  that  possible.  Compore  first  hand 
new  technologies  from  6,800  suppliers  from 
around  the  world.  Find  at  CeBIT  the  IT  answers 
you  need  to  compete  in  today's  marketplace. 

■  Information  Technology 

■  Network  Computing 

■  CIM/ADA 

■  Software 

■  Consulting  and  Services 

■  Telecommunications 

■  Office  Technology 

■  Bank  Technology 

■  Security  Equipment/Card  Technology 

■  Research  and  Technology  Transfer 


•  EUTSCHE  MESSE  AG,  HANNOVER/GERMANY 

)day  for  ticket  and  travel  informotion! 

ct  Honnover  Foirs  USA,  Inc.,  of  103  Carnegie  Center,  Princeton, 

lersey  08540,  Tel.:  (609)  98/-1202,  Fox:  (609)  987-0092 


CeBIT  97 


Hannover,  German 
Mar(h  13-19,19' 

World  Business  Cett 
Office  -  Informatw 
Telecommunication 


Developments  to  Watch 


MTED  BY  NEIL  GROSS 


UBATOMIC  PHYSICS: 
UANTUM  THEORY  TAKES  A  LEAP 


MEMBER  THE  PLANETARY 

'del  of  the  atom,  with  elec- 
■ns  whizzing  in  fixed  orbits 
)und  a  nucleus?  That's  still 
iV  most  people  over  age 
think  about  atoms,  even 
>ugh  physicists  trashed 
■t  solar-system-in-minia- 
e  image  decades  ago. 
e  newer  quantum- 
ysics  model  has  the 
;leus  enveloped  in  a 
zy  cloud  of  electrons. 
*Jow,  some  scientists 
y  be  shocked  to  find 
t  even  that  model  does 
tell  the  whole  story. 
!  results  fi'om  almost  a 
ade  of  international  re- 
"ch  using  an  atom-smasher 
apan  show  that  the  elec- 
is  in  that  quantum  cloud 
hardly  the  simple  points 
legative  charge  they're 
:ked  up  to  be.  Electrons 
e  their  own  clouds — pop- 


ulated by  "virtual"  electrons 
paired  up  with  virtual  oppo- 
sites,  called  positrons.  These 
particle  pairs  don't  exist  in 


the  normal  sense.  They  pop 
into  reahty  and  are  instantly 
extinguished  as  their  oppo- 
site charges  cancel  each  other 
out.  This  phenomena  can  be 
observed  in  the  artist's  ren- 
dering above,  with  electrons 


(yellow  arcs)  and  positrons 
(blue  arcs)  annihilating  each 
other. 

Even  more  surprising,  an 
electron's  electromagnetic 
force — a  universal  constant 
when  viewed  from  afar — 
increases  within  the  electron 
cloud,  says  Purdue  Uni- 
versity physicist  David  S. 
Koltick,  who  headed  the 
research.  Near  the  core,  it 
may  equal  the  strong 
force  that  holds  subatomic 
paiticles  together.  "At  that 
point,"  says  Koltick,  "there 
ought  to  be  a  totally  new 
tyjDe  of  matter — and  a  to- 
tally new  realm  of 
physics." 

Does  this  particular 
finding  have  real-world  im- 
plications? Koltick  doesn't 
rule  it  out.  Who  could  have 
guessed,  he  asks,  that  Sir 
Joseph  J.  Thomson's  discov- 
ery of  the  electron  in  1897 
would  eventually  lead  to  cath- 
ode-ray tubes  inside  today's 
television  sets?       Otis  Port 


IRTAR  FROM  MUCK 

I  ILLY,  THERE  COULD  BE  A 

'  for  the  noxious  muck  col- 
}  ng  in  New  York  Harbor 
Institute  of  Gas  Technol- 
in  Des  Plaines,  111.,  and 
'•\  :el  Technologies,  an  envi- 
j  nental  technology  compa- 
|i  n  Mt.  Prospect,  111.,  are 
I  ng  a  method  for  convert- 


ing waste  concrete,  sedi- 
ment, and  sludge  into  high- 
quality  cement.  The  project  is 
supported  by  the  Brookhaven 
National  Laboratory  in  Up- 
ton, N.Y.  The  process,  called 
"cement-lock,"  melts  dredged 
sediments  with  limestone  at 
about  3,000F,  destroying  or- 
ganic contaminants  and  lock- 
ing in  heavy  metals.  The  melt 


is  then  cooled  and  di'awn  into 
micrometer-size  fibers,  which 
are  pulverized  and  blended 
into  building  cement.  The  ma- 
terial costs  no  more  to  make 
than  commercial  cement.  And 
there's  an  added  plus:  Ce- 
ment-Lock LLC,  a  sales  and 
marketing  affiliate  of  Unitel, 
will  receive  tipping  fees  for 
carting  away  the  sludge.  □ 


MONITORING  THOSE 
E.R.  MONITORS 

HOSPITALIZED  PATIENTS 

are  often  hooked  up  to  a 
clutch  of  machines  to 
keep  them  alive  or  to 
monitor  blood  pressure 
and  other  vital  signs. 
Confronted  with  this 
beeping,  flashing  array, 
it's  all  too  easy  for  doc- 
tors or  nurses  to  miss 
alarms.  To  simplify 
things.  Dr.  Igal  Nevo  at 
Philadelphia's  Albert 
Einstein  Medical  Center 
created  a  program  called 
Vigiatrix,  which  converts 
a  patient's  vital  signs 
into  several  colorful, 
easy-to-read  images  on  a 
PC  monitor.  Instead  of 
duplicating  the  other 
devices,  it  takes  their 
information  and  gener- 
ates a  new  indicator, 
called  Vital  Function  Sta- 
tus, which  appears  on  the 
screen  in  constantly 
changing  line  charts.  If 
an  emergency  develops, 
Vigiatrix  will  flash  warn- 
ing lights  that  direct  the 
doctor  to  other  monitors 
for  more  detail.  Large- 
scale  tests  are  planned  at 
Einstein  and  two  other 
hospitals.    Joseph  Weber 


UPERSONIC  JETS:  MASKING  THE  ROAR 


E  SUPERSONIC  CONCORDE, 

lich  creates  a  racket  at 
<eoffs  and  landings,  is 
owed  in  and  out  of  just  a 
V  U.  S.  airports.  To  make 
eedy  flights  more  com- 
)nplace,  aerospace  engi- 
^rs  must  tackle  the  noise 
tor.  Dimitri  Papa- 
'schou,  a  professor  of 
"ospace  and  engineering 
the  University  of  Califor- 
-Irvine,  has  discovered  a 
y  to  dampen  the  noise — 


cules  flowing  from  a  nozzle 
aiTangement  vwthin  the  en- 
gine's fan.  This  prevents 
sound  waves  fi'om  forming 
when  the  exhaust  hits  the 
outside  air,  without  adding 
much  weight  to  the  plane. 
Papamoschou  received  a 


at  least  during  takeoff. 

Some  of  the  most  jarring 
sound  waves  come  Irom 
blasts  of  exhaust  that  are  re- 
leased when  supersonic  jets 
rev  up.  Heavy  mufflers  can 
mute  them,  but  that 
takes  a  toll  on  en- 
gine performance. 
Instead,  Papa- 
moschou proposes 
surrounding  the  jet 
exhaust  with  a 

shroud  of  air  mole-     CANCELED  SOUND  WAVES:  Wavy  lines 


patent  on  his  work  in  Janu- 
ary. NASA  will  shell  out 
$177,000  to  test  the  idea  at 
uc  Irvine.  John  M.  Seiner, 
leader  of  the  jet-noise  lab  at 
NASA  Langley,  says  Papa- 
moschou's  principle  may  be 
incorporated  into  the  design 
of  a  super  sonic 
jet's  fan  nozzle.  The 
next  big  hurdle  is 
to  soften  the  con- 
tinuous sonic  boom 
that  occurs  during 
flight. 

at  left        Seanna  Browder 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwfeb@businessweek.com 
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Sack  in  December,  1994,  Netscape  was  just  another 
Silicon  Valley  staitup  about  to  head  down  the  road 
to  oblivion.  The  World  Wide  Web  wasn't  on  most 
folks'  radar  screens,  and  Netscape  was  virtually 
unknown  beyond  Silicon  Valley.  With  no  money 
coming  in  and  its  $12  million  in  seed  funding  almost 
le,  co-founders  James  H.  Clark  and  Marc  L.  Andreessen 
iked.  They  laid  off  a  dozen  employees,  fi-oze  hiring — and 
)ed  new  Chief  Executive  James  L.  Barksdale  had  a  plan. 
He  did.  Barksdale  ended  the  hiring  freeze  and  issued  his 
;ree:  Go  for  it.  Recalls  Vice-President  Richard  M.  Schell: 
m  walked  in  the  door  and  said:  'This  rocket  is  going  to  take 
,  or  it's  going  to  crash  into  the  gi'ound.  So,  ladies  and 
itlemen,  strap  it  on!'  " 

rhe  rest  is  legend.  Barksdale  launched  Netscape's  rocket 
0  the  stratosphere — and  the  record  books.  As  the  Web 
k  off  in  1995,  so  did  Netscape  Communications  Corp.  and 
Navigator  progi-am  for  browsing  the  Web.  Sales  for  the 
t  full  year  of  operation,  ended  on  Dec.  31,  hit  $81  million, 
it's  a  faster  rise  than  any  software  company — and  among 
fastest  in  history  (chart,  page  80).  Netscape's  August, 
5,  initial  stock  offering  set  off  an  investor  frenzy,  tiuTiing  a 
ipany  with  just  $20  million  in  sales  and  no  profit  into  a  Wall 
eet  phenom — with  a  $2  bilHon  market  cap.  In  1996,  the 
ipany  quadinpled,  to  neai'ly  2,000  employees,  and  on  Jan.  28 
ounced  that  it  had  earned  $21  million  on  sales  of  $346 
ion,  a  305%  gain.  For  1997,  analysts  expect  sales  to  jump 
'■),  to  more  than  $500  milhon. 

MISPEEB  AT 


NETSC 


ow  the  hottest 
•ftware  startup  in 
story  plans  to  outrun 
icrosoft  and  remain 
aster  of  the  Web 


The  result:  A  year's  worth  of  change  happens  in  a  couple  of 
months — a  pace  known  as  "Internet  Time."  Netscape  has 
distributed  50  million  copies  of  Navigator  in  two  years,  mak- 
ing it  the  No.  2  program  in  the  world,  right  behind  Win- 
dows. Netscape  has  also  shipped  more  than  1  milhon  server 
progi'ams  for  setting  up  Web  sites  and  internal  corporate 
"intranets."  Netscape's  rise  has  been  so  stunning — and  so 
thi-eatening — to  other  software  and  computer  companies  that, 
as  Eid  E.  Eid,  vice-president  for  technology  at  software 
maker  Corel  Corp.,  says:  "They've  forced  the  whole  industry 
to  move  very  fast. 

And  that's  the  problem.  The  whole  industry  is  operating  on 
Internet  Time — and  focusing  on  the  Web — putting  Netscape 
in  danger  of  being  ovei-whelmed  by  the  revolution  it  helped 
create.  To  Netscape's  peril,  nobody  has  adapted  to  the  pace 
better  than  Microsoft  Corp.  Chairman  WiUiam  H.  Gates  III. 
Microsoft  brought  out  its  first  Web  browser,  Internet  Ex- 
plorer, in  August,  1995,  and  it's  now  on  its  third  update, 
vrith  a  fourth  on  the  way.  The  company  has  an  estimated  25% 
of  the  market  and  could  gain  momentum  rapidly  once  its 
browser  is  merged  with  Windows  in  mid-1997. 
KEY  ALLIES.  Gates,  meanwhile,  has  already  orchestrated  a 
sweeping  overhaul  of  all  Microsoft  pi'oducts  to  make  sure  they 
will  work  seamlessly  with  the  Web.  Huge  chunks  of  the 
company's  $2.1  billion  research  and  development  budget  are 
being  poiu'ed  into  Net  products.  Microsoft  in  1996  spent  $750 
milhon  to  acquire  or  invest  in  20  Internet-related  companies 
and  has  won  over  some  key  allies  from  the  Netscape  camp, 
including  at&t,  America  Onhne,  and  PointCast.  "The  Internet 
is  the  most  important  thing  going  on  for  us.  It's  driving 
everything  at  Microsoft,"  Gates  declared  last  year. 

As  Microsoft  accelerated  from  a  standing  start  on  the 
Web,  Netscape's  prospects  dimmed.  The  staitup's  stock  plum- 


i  tliis  has  made  Netscape  the  model  for  how  liigh-tech 
anies — and  other  businesses — will  run  in  the  hyperfast  In- 
t  age.  Speed  is  what  Netscape  is  aU  about.  The  pace  is  re- 
■ss:  Hack  out  software  code  all  day  and  all  night.  Zap  it 
the  Web  the  instant  it  works.  Something  missing?  Grab 
technologies — and  the  students  tinkering  vrith  them — 
out  of  university  labs.  Or  sign  up  a  pailner — today.  Can't 
ast  enough?  Buy  a  whole  company.  Above  all,  be  ready  to 
e  tactics  before  limch.  "We'll  saciifice  almost  anything  for 
."  says  Chief  Financial  Ofiicer  Peter  L.  S.  Cuiiie. 


meted  from  an  all-time  high  of  87  in  late  1995  to  57  by  the 
end  of  1996  (adjusted  for  a  split).  Microsoft  continues  to  do 
eveiything  it  can  to  translate  its  dominance  in  personal  com- 
puters to  a  commanding  role  in  Internet  software — not  a 
farfetched  goal,  considering  the  company  can  simply  include 
its  Web  software  on  the  millions  of  macliines  that  go  out  each 
year  with  Windows.  "Whose  hand  would  I  rather  play?"  asks 
Microsoft  Senior  Vice-President  Brad  A.  Silverberg,  who 
heads  the  Internet  chent  and  applications  gi'oup.  "I'd  rather 
play  ours.  I  wouldn't  want  to  trade  places." 

And  Microsoft  isn't  the  only  threat.  As  Netscape  loishes 
into  new  markets,  such  as  gi'oupware  and  other  progi'ams 
that  big  coq  (orations  use  to  conduct  business  on  the  Internet, 
the  bar  for  doing  business  will  rise.  Groupware  already  is 
dominated  by  Lotus  Development  Coy\).,  a  subsidiaiy  of  IBM. 
Used  to  help  workers  collaborate  across  a  network,  group- 
wai"e  is  so  critical  that  corporations  may  take  months  to  select 
it  and  often  years  to  install  it.  More  important,  big  corpora- 
tions are  looking  for  suppliers  with  staying  power  that  can 
guarantee  lavish  support — a  tough  sell  for  a  two-year-old 
startup.  "Taking  Lotus  Notes  head-on  has  been  a  difficult  task 
for  Microsoft,"  says  Merrill  Lynch  analyst  Bruce  D.  Smith.  "I 
don't  know  why  Netscape  thinks  it  can  do  any  better" 

And  the  odds  are  getting  worse:  After  a  year-long  crash  ef- 
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NETPLAY 

Rollerblade  hockey  is  the  favorite  company 
sport.  "We  have  a  hyperactive  culture,  so 
people  can't  sit  still  for  very  long" 

fort,  the  IBM  subsidiary  is  now  selling  an  an-ay  of  Web-based 
products.  Lotus  e.xecutives  say  installations  of  Notes  jumped 
115%  in  1996,  and  this  year  they're  planning  a  big  marketing 
push  for  the  new  Web  products.  Lotus  will  outspend  Netscape 
"by  millions  of  doUai's  in  adveilising,"  vows  Lotus  President 
Jeffrey  Papows.  "The  bloom  is  off  the  rose  for  Netscape." 

Of  course,  Netscape  has  little  choice  but  to  move  up- 
stream from  the  browser — a  product  that  is  fast  becoming  a 
commodity.  The  browser  wars  will  continue,  but  the  real 
contest  is  shifting  to  more  complex  software,  such  as  pro- 
grams to  inn  servers  and  intranets. 

STRANGE  GROUND.  Problem  is,  the  new  battle  is  being  fought 
on  enemy  turf.  In  the  fii-st  wave  of  Internet  sales,  companies 
bought  Navigator  browsers  to  get  their  workers  up  on  the 
Net  and  installed  servers  to  ran  corporate  Web  sites — to 
distribute  bulletins  or  product  in- 
formation. The  next  phase  involves 
using  Web  technology  for  core  op- 
erations. That's  the  home  court  of 
heavy  hitters  such  as  IBM  and  Ora- 
cle Corp.  and  the  avowed  target  of 
Microsoft. 

The  big  guys  have  time  on  theii- 
side:  Corporations  may  take  years 
to  rejigger  bread-and-butter  appli- 
cations and  ar-e  likely  to  wait  to  see 
what  IBM  and  the  others  come  up 
with  rather  than  iTJshing  to  the  lat- 
est Netscape  product.  Bai'ksdale  has 
no  illusions.  "Now,  in  the  second 
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round,"  he  says,  "we  get  into  more  hand-to-hand  fightin: 
For  this,  Barksdale  has  his  own  lineup  of  products,  staili 
this  spring,  including  Web  "infrastioicture"  programs.  First 
is  Communicator,  a  $49  program  that  melds  the  Navigai 
browser  with  E-mail,  scheduling,  gi-oupware,  and  Web  dm 
ment-creation  programs.  There's  also  an  updated  version  • 
SuiteSpot,  a  $4,000  server  package. 

Netscape's  boldest  plan  revolves  around  a  program  cm 
named  Constellation,  which  is  aimed  at  one-upping  the  next 
lease  of  Windows.  Like  that  program.  Constellation  is 
tended  to  become  the  new  user  interface:  The  browsei- 
used  to  manage  everything  you  do  on  your  computer,  fuuli. 
and  retrieving  information  and  programs,  whether  they  ; 
stored  on  your  pc  or  another  computer  on  the  netwoi-k. 
Constellation  becomes  the  favored  interface,  Netscape  hopeji 
can  weaken  the  stronghold  that  Windows  now  has.  Once  c  - 
tomers  get  used  to  the  Constellation  interface,  Netscape  I 
ui'es  they'll  buy  applications  wiitten  to  work  with  it,  not  j 
those  for  Windows.  Gates  scoffs  at  the  threat:  "Are  peo  = 
willing  to  pay  to  get  a  second  desktop"  on  top  of  Window; 
Netscape  is  betting  on  it.  In  fact,  the  company  belie  ■ 
Constellation  can  help  prevent  i- 
crosoft  from  setting  the  agenda  n 
the  Net.  "This  is  about  defininja 
new  model  of  computing,"  s; 
Jamie  Lewis,  president  of  Bun 
Group,  a  Mid  vale  (Utah)  market- - 
search  firm.  "Netscape  is  trying 
change  the  mles." 

To  do  that,  Netscape  must  c 
cute  its  strategy  flawlessly.  If  an\ 
these  new  products  is  late,  buggj.  ' 
doesn't   live   up   to    Netscaj  s 
promise,  or  if  the  market  doe^ 
buy  them  quickly,  the  comp;> 
could  falter.  Indeed,  questions  abii 
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tscape's  ability  to  cany  out  its  ambitious  agenda  are  giving 
estors  the  jitters.  In  early  Januaiy,  Netscape's  stock  took  a 
%  tumble  in  one  day,  to  48,  after  Deutsche  Morgan  Grenfell 
dyst  J.  William  Gurley  reduced  his  rating  of  Netscape 
ires  to  "accumulate"  from  "buy."  His  concern:  Netscape's  dif- 
ilt  transition  into  corporate  software.  The  stock  has  drifted 
vnward  .since,  to  37,  near  its  52-week  low. 
It's  not  the  fu'st  time  Netscape  stock  has  been  sent  on  a 
r-raising  ride,  and  Barksdale  knows  it  won't  be  the  last. 
Tien  we  issued  Netscape  stock,  we  gave  out  neck  braces 
1  seat  belts,"  he  jokes.  Barksdale,  54,  is  a  veteran  of  tu- 
It.  He  started  out  as  an  ibm  salesman,  then  helped  Federal 
press  Corp.  and  McCaw  Cellular  Communications  Inc. 
apult  to  success.  In  both  cases,  the  companies  spied  a 
V  business  first,  put  aside  immediate  profits,  and  made  a 
lb  for  dominant  market  share. 

rhat's  Barksdale's  game  plan  for  Netscape,  too.  A  smooth- 
king  Mississippi  native,  he's  the  perfect  foil  to  the  young 
ir-nerd  Andreessen.  Despite  his  folksy  talk,  the  older  man 
ilso  supercompetitive,  a  trait  that  his  wife  of  31  years,  Sal- 
attributes  to  his  growing  up  with  five  brothers.  Barksdale 
mds  his  time  inside  and  outside  the  company  skillfully 
fining  pictures  of  the  company's  grand  destiny. 
He's  not  above  using  sweeping  allegoiy  to  make  his  case. 
;rosoft,  he  once  told  new  employees,  is  trying  to  lead  cus- 
lers  "back  into  the  cave,"  while  "oui*  job  is  to  keep  them  in 

sunlight."  Barksdale  also  fired  up  the  120  recruits  by 
)laining  that  every  compa- 
needs  a  great  rival  to  in- 
re  it:  "We  went  out  and 
nd  the  best  competitor  in 

world,  and  his  name  is 

Gates.  We  got  a  killer, 
'oy  it!" 

Ibove  all,  Barksdale  is  the 

who  makes  the  trains  run 

time.  Says  John  C.  "Bud" 

ligan,  chairman  of  multi- 

lia    software  company 

Tomedia  Inc.:  "I  think  the 

sels  would  have  come  off 

lout  Jim  Barksdale." 

TLESS.  Not  that  Barksdale 

he  only  seasoned  execu- 
I  running  Netscape.  Mar- 
I  ng  Vice-President  Michael 
I  Corner  battled  Microsoft  at 

i  lie  Computer  Inc.;  CFO 
(  rie  is  a  former  dealmaker 
I  IcCaw  and  Morgan  Stanley  &  Co.;  and  Eric  Hahn,  senior- 
I  -president  in  charge  of  Netscape's  Server  Division, 
\  ched  two  startups — cc:Mail,  which  he  sold  to  Lotus,  and 
.]  ibra,  which  he  sold  to  Netscape. 

I  hey  oversee  an  ever  expanding  workforce  of  hyperkinetic 
-j  Xers.  The  favorite  company  sport  is  RoUerblade  hockey. 
\  eep  the  restless  natives  happy  at  the  company's  two-yeai- 

II  versary  party  last  year,  management  supplied  mechanical 

ii  CO  rides  and  inflatable  slides.  "We  have  a  hyperactive  cul- 
t  ,  so  people  can't  sit  still  for  very  long,"  says  Human 
Rj  lurces  Vice-President  Kandis  Malefyt. 

'  j.  le  demands  of  Netscape's  gi'owth  don't  allow  much  down- 
Si  ,  anyway.  Webmaster  Robert  Andrews,  who  runs  the 
I  ;cape  Web  site's  backroom  computers,  recalls  fixing  a 
j  drive  problem  via  cell  phone  fi-om  a  water-skiing  boat. 

Jtscape  has  been  this  way  since  the  beginning.  Shortly  af- 
\  tieeting  and  forming  the  company  in  April,  1994,  Clark 
Andreessen  flew  to  the  National  Center  for  Supercom- 
ig  Applications  at  the  University  of  Illinois  and,  within 
hired  nearly  the  entire  team  that  wrote  Mosaic,  the  first 


WANT  TO  GROW  FASn 


Here's  how  Netscape  does  it 


DISTRIBUTION  Netscape  grabbed  the  lead  in  its 
market  and  saved  millions  by  making  its  software 
available  on  the  Web.  It  has  distributed  50  million 
browsers  in  just  two  years. 

SOFTWARE  DEVELOPMENT  On  the  Web,  Netscape 
gets  instant  feedback  from  the  most  demanding  cus- 
tomers, speeding  bug  fixes  and  development. 

TECHNICAL  SUPPORT  Customers  and  software 
developers  can  get  immediate  help — answers  to  ques- 
tions, documentation,  and  bug  fixes — from  its  Web  site. 

SALES  When  a  prospective  customer  fills  out  a  form 
on  Netscape's  site,  the  lead  is  routed  to  Netscape 
salespeople  and  resellers. 

MARKETING  Netscape's  home  page,  the  most  popu- 
lar on  the  Web,  gives  it  unparalleled  visibility — and 
generates  ad  revenues. 

INTERNAL  OPERATIONS  Netscape  "eats  its  own 
dog  food" — it  uses  its  own  software,  often  test  ver- 
sions, to  run  the  business. 


IHAKiNGASPUSH 

Webmaster  Robert  Andrews  recalls 
solving  a  hard-disk  problem  via 
cellular  phone  from  a  water-skiing  boat 


widely  used  Web  browser.  There  was  reason  to  rush.  Key  Mo- 
saic team  members  were  about  to  gi'aduate  and  were  being 
courted  by  other  companies,  including  Spry  and  Spyglass 
Inc.,  which  had  the  hcense  fi-om  NCSA  to  distribute  Mosaic. 

With  Spyglass  breathing  down  its  neck,  20-hour  days  fol- 
lowed, and  in  a  few  months  the  first  version  of  Navigator 
was  completed.  To  stay  ahead,  Andreessen  insisted  that  the 
company  release  a  new  version  in  three  months  and  eveiy 
three  montlis  thereafter  "We  compromised  on  six  months,"  says 
Schell — still  an  unheard-of  pace  in  an  industry  used  to  two-year 
product  cycles.  Says  Scott  D.  Cook,  Intuit  Inc's  CEO:  "Netscape 
almost  wrote  the  book  on  speed  in  product  cycles." 

Another  jaw-dropper:  To  get  Netscape's  software  onto  as 
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many  computers  as  possible  as  quickly  as  possible,  An- 
dreessen proposed  giving  the  browser  away  free  over  the 
Web,  the  way  Mosaic  had  been  distributed.  "I  had  fierqe 
fights  with  Andreessen,"  recalls  Sales  Vice-President  Conway 
Rulon-Miller,  who  heaixl  about  the  plan  at  his  fii"st  meeting  af- 
ter joining  Netscape  in  October,  1994.  "I  said:  'Excuse  me,  I 
might  have  trouble  doing  a  revenue  plan  for  you.' " 

Andreessen  pre- 
vailed. On  Oct.  14, 
1994,  just  six  months 
after  Netscape  start- 
ed, a  fi'ee  test  version  of  Navigator  was  posted  on  its  Web 
site.  Programmer  Aleksandar  K.  Totic  recalls  watcliing  those 
fti'st  downloads  logged  on  a  PC  screen,  accompanied  by  play- 
fully progi-ammed  sounds  such  as  frog  croaks,  glass  breaking, 
and  cannon  shots.  By  4  a.m.,  there  was  a  cacophony.  By 
spi-ing,  1995,  6  million  copies  of  Navigator  had  been  down- 
loaded. Today,  the  company  still  gives  away  trial  copies  of 
Navigator,  but  it  gets  51%  of  its  revenue  fi"om  browser  sales. 
INSTANT  FEEDBACK.  Watching  Navigator  take  off  on  the 
Web,  Bai'ksdale  and  his  team  realized  that  the  new  teclinology 
would  fundamentally  change  how  software  makers  do  busi- 
ness. Instead  of  going  tlu'ough  retail  stores — where  Microsoft 
and  other  big  suppliers  dominated  the  shelves — Netscape 
could  use  the  Web  to  reach  customers  dh'ectly.  There  was  no 
need  to  press  disks,  create  packaging,  or  even  advertise. 
Just  post  the  product  on  the  Net  and  let  customers  tiy  it. 
And  rather  than  spending  a  year  or  more  to  create  an  all-new 
progi'am,  Netscape  figured  it  could  post  new  features  on  the 
Net  and  get  instant  feedback  from  thousands  of  testers. 
Says  Clai'k:  "There's  no  way  we  could  have  done  this  any 
other  way." 

In  fact,  there's  no  way  the 
company  could  have  come 
this  far  this  fast  without  us- 
ing the  Web  itself.  The  Web 
is  not  only  a  huge  business 
opportunity,  but  it  has  given 
Netscape  the  means  to  de- 
velop, market,  and  sell  its 
products  at  Net  speed.  Take 
Netscape's  Web  site,  a  great 
marketing  vehicle — and  a 
moneymaker.  Unless  they  re- 
program  their  machines, 
every  time  PC  owners  log  on 
with  Navigator,  the  fli'st  stop 
is  the  Netscape  home  page. 
That  makes  it  one  of  the 
busiest  on  the  Web — and  a 
great  place  for  Netscape  to 
advertise  products.  With  all 
that  traffic,  about  4  million 
visitors  a  day,  the  Netscape 
home  page  is  the  most 
sought-after  Web  advertising 
space,  generating  an  estimat- 
ed $18  million  in  fees  for  the 
first  nine  months  of  1996. 

Ad  revenue  may  be  the  least  of  it,  however.  Some  500  sales 
leads  stream  in  eveiy  day  to  the  site — most  of  them  from  cus- 
tomers ready  and  willing  to  buy.  From  thei'e,  they  ai'e  rout- 
ed instantly  \ia  the  Web  to  Netscape  salespeople  and  outside 
resellers.  "The  hottest  and  best  leads  come  off  our  Web 
site,"  says  Netsales  Vice-President  William  Kellingei'.  The 
site  also  functions  as  a  critical  link  to  software  developers. 

Intemally,  Netscape  uses  the  Web  to  track  projects  and 
sha)'e  ft"esh  information  on  the  competition.  Netscape  em- 
ployees use  trial  versions  of  forthcoming  programs  to  find  the 


IN  THIS  CORNER. 


NETSCAPE  ALLIES 


SUN  MICROSYSTEMS  Sun's  Java  software  is  a  key 
part  of  Netscape's  Web-based  software. 

PUBLISHERS  50  publishers,  including  The  New  York 
Times,  CNET,  and  HotWired,  now  E-mail  free,  cus- 
tomized editions  to  Navigator  users. 

INTERNET  SERVICE  PROVIDERS  Five  Baby  Bells 
offer  Netscape's  browser  to  their  online  customers. 

CONSUMER  ELECTRONICS  Sony,  Nintendo,  Sega, 
and  others  are  working  with  Navio,  a  Netscape  spin- 
off, to  develop  Web  software  for  consumer  devices. 


MICROSOFT  ALLIES 


INTEL  The  "Wintel"  platform — Microsoft  Windows  anc 
Intel  microprocessors — still  rules  in  computerdom. 
The  two  hope  to  extend  Wintel  dominance  to  the  Net. 

PC  MAKERS  Virtually  every  new  PC  comes  with 
Microsoft  Windows  and,  these  days,  its  browser,  too. 

PUBLISHERS  Microsoft  offers  The  Wall  Street  Jour- 
nal and  other  subscriptions  to  users  of  its  browser. 

INTERNET  SERVICE  PROVIDERS  Microsoft  has 
snagged  MCI,  Sprint,  and  America  Online. 


IDEAL  FOE 

A  great  company 
needs  a  great- 
rival,  Barksdale  tells  his 
troops.  In  Bill  Gates,  "we 
got  a  killer.  Enjoy  it." 


PLAYING  BOTH  SIDES 


AT&T  Initially  featured  Netscape's  browser  on  World- 
Net;  now  it's  showcasing  Microsoft  Internet  Explorer. 

IBM  The  computer  giant  resells  Netscape's  browser  as 
well  as  Microsoft's  Windows  and  NT  operating  systems. 
But  its  Lotus  unit  competes  with  both  in  groupware. 

GENERAL  ELECTRIC  Netscape  and  GE  Information 
Services  have  an  electronic-commerce  joint  venture. 
GE's  NBC  runs  MSNBC,  with  Microsoft. 

HEWLETT-PACKARD  HP  provides  support  and  train- 
ing for  large  Netscape  and  Microsoft  customers. 

SOFTWARE  DEVELOPERS  Microsoft's  Windows  is 
the  No.  1  platform  for  developers,  including  key  "enter-, 
prise"  software  makers  such  as  SAP.  But  some  15,0001 
developers  are  rooting — and  writing — for  Netscape,  too.' 
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Moman 


means  more 


Lii  emer 
markets 


ore  opportunities,  more  fully  realized 


Institutions  and  corporations  that  want  to  fully  capitalize  on 
opportunities  in  emerging  markets  come  to  J.R  Morgan. 
They  know  we  deliver  more. 

More  investment  ideas,  because  we're  the  largest  trader 
in  the  emerging  markets.  More  access  to  capital,  because 
we're  a  leading  arranger  of  debt  and  equity  financings. 
More  effective  mergers  and  acquisitions,  because  we're 
a  top-ranked  advisor  with  a  unique  command  of  local 
markets,  currencies,  and  financing  techniques.  More 
insight  and  understanding,  because  our  research  is  the 
best  in  the  business.  And  more  flexibility,  because  we're 
an  acknowledged  leader  in  risk  management. 

Only  J.  P  Morgan  brmgs  together  these  areas  of  expertise 
to  help  clients  identify  the  right  opportunities  and  realize 
their  fullest  potential. 

That's  why  corporations,  governments,  and  investors 
around  the  globe  turn  to  us.  No  firm  provides  you  with 
more  objectivity,  more  opportunities,  or  more  innovative 
solutions  -  in  any  market  in  the  world. 

www. jpmorgan  com 


J  P  Morgan 


*  gtc  advice  *  mergers  &z  acquisitions  •  debt  tV  equity  capital  raising  •  swaps  A:  deriratives  •  loan  syndication  •  sales  ^  trading  •  asset  management 
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big  bugs  before  customers  do.  Says  Webmaster  Andrews: 
"We  eat  our  own  dog  food." 

But  even  Netscape  can't  do  everything  in  cyberspace.  All 
around  its  headquarters  in  Mountain  View,  Calif.,  tractoi-s  ai-e 
clearing  land  to  make  way  for  new  buildings — about  one  a 
month  or  1,000  square  feet  a  day.  Still,  Netscape  may  come 
up  hundreds  of  cubicles  short  for  the  influx  of  employees 

expected  over  the 
next  nine  months.  The 
halls  already  ovei-flow 
with  young  pi-ogram- 
mers  who  do  what  they  can  to  make  their  new  digs  homey. 
One  hallway  alcove  features  a  "shrine"  to  Bill  Gates. 

Usually,  everybody's  zooming  too  fast  to  notice  the  decor. 
There  are  impromptu  meetings  aimed  at  getting  quick  deci- 
sions. They  call  it  "sun-ound-sound"  management:  An  issue 
comes  up — say,  what  to  charge  for  a  new  program — and 
somebody  instantly  calls  a  meeting  of  key  people.  They 
swarm  on  the  problem  for  20 
minutes,  come  to  a  conclusion, 
and  sepai'ate.  "One  Netscape 
person  told  me  they  make  de- 
cisions about  acquiring  com- 
panies in  five-minute  hallway 
conversations,"  says  Ashok 
Santhanam,  president  of  Web 
consultant  Inventa  Corp. 

That's  an  exaggeration,  but 
not  by  much.  With  Microsoft 
aiming  so  squarely  at  its  turf, 
Netscape  has  had  to  scram- 
ble to  fill  its  technology  gaps. 
Just  a  month  after  going  pub- 
lic, Netscape  bought  Collabra 
for  $185  million  in  stock — go- 
ing from  a  handshake  on  Fri- 
day to  a  signed  contract  the 
next  Wednesday.  Now,  it's  the 
core  of  Netscape's  gi-oupwai-(- 
push.  Last  year,  Netscape 
spent  $160  milMon  (in  stock)  ti  i 
snap  up  three  more  software 

companies.  Netcode  contributed  progi-amming  tools.  InSoft's 
electronic  conferencing  software  is  part  of  Communicator. 
And  Paper  Software  Inc.,  which  specializes  in  user  interface 
design,  is  key  to  the  develojjment  of  Constellation. 

Netscape  has  also  scrambled  to  line  up  paitnei-s  to  help  sell 
its  softwai-e.  Its  network  (table,  page  82)  mcludes  some  of  the 
computer  industry's  most  influential  players:  IBM,  Sun  Mi- 
crosystems, Oracle,  Hewlett-Packard.  To  beef  up  its  effoits  in 
electronic  commerce,  it  has  fonned  a  joint  venture  with  Gen- 
eral Electric  Information  Sei-vices  called  Actra  Business  Sys- 
tems. Another  joint  venture,  Navio  Communications  Inc.,  is 
developing  softwai-e  for  consumer  devices  (page  86). 
GROWING  PAINS.  It's  not  quite  a  unified  front,  however.  Many 
Netscape  partners  have  widely  conflicting  interests  and  ai-e  si- 
multaneously working  with  Microsoft  and  other  rivals.  IBM  has 
been  a  major  supporter  of  Navigator,  for  instance,  but  thei-e's 
palpable  friction  over  the  coming  competition  in  gi-oupware. 

Keeping  alliances  untangled  and  partners  happy  is  an  in- 
creasingly difficult  job  for  Netscape.  Because  management  is 
so  busy,  even  the  closest  partners  sometimes  feels  neglected. 
"Getting  agi-eements  with  Netscape  is  torturous,"  says  Ora- 
cle CEO  Lawrence  J.  Ellison.  "Perhaps  it's  just  growing 
pains."  Company  executives  admit  that  they  can't  keep  up. 
Sighs  Netscape  Fellow  Tom  Paquin:  "We're  still  throwing 
things  overboard  because  we  just  have  too  much  to  do." 

The  go-go  pace  that  got  Netscape  this  far  could  result  in 
costly  gaffes.  At  a  meeting  of  800  Netscapers  in  November, 


Ol  NETSCAPE'S  PRODUCT  PLANS  = 


COMMUNICATOR  Netscape's  browser  will  get 
improved  E-mail  and  new  collaboration  features  in 
the  spring. 

CONSTELLATION  Due  midyear,  this  program  will  be 
positioned  as  a  new  PC  interface  for  retrieving  files 
and  programs  as  well  as  receiving  information  broad- 
cast over  the  Net. 

SUITESPOT  A  bundle  of  server  programs  for  running 
Web  sites,  SuiteSpot  is  scheduled  for  an  update  this 
spring.  A  new  program  will  keep  track  of  Net 
addresses  so  that  colleagues  can  find  each  other  on  « 
corporate  intranet. 


DATA;  COMPANY  REPORTS,  BUSINESS  WEEK 


VETERAN  WARRIOR 

Marketing  Vice-Presicient  Michael 
Homer  has  had  plenty  of  experience 
fighting  Microsoft:  He  did  it  at  Apple 

Barksdale  told  of  a  developer  who  said  Microsoft  sei  i 
more  interested  in  helping  him  make  money  than  Netsc;- 
harried  troops.  "That  cannot  be  tolerated,"  he  warned. 

More  and  more,  Netscape  is  finding  that  speed  alone  i 
the  answer.  To  create  industrial-strength  products  foi' 
intranet  mai'ket,  for  example,  the  company  must  spend  lou 
in  development  and  testing.  When  the  gi'oupware  progrrw 
ari'ive  this  spring,  they  will  have  been  in  development'o) 
nearly  a  year  and  a  half.  The  browser  itself  is  getting  nn 
complicated — Communicator   has   a   minimum   of  ijK 
megab^\d;es  of  code,  nearly  twice  what  Navigator  now  ^ 
Further  complicating  matters,  Netscape  needs  to  blei 
hodge-podge  of  products  into  a  seamless  package  to  ; 
pete  with  such  programs  as  Microsoft  Office  97.  Conin 
catoi;  which  combines  E-mail  gi'oupwai'e  and  browsing,  \\  i 
the  first  test.  But  just  two  months  before  its  schedule! 
lease,  the  trial  ver-sion  remains  buggy  and  incomplete.  M  t 
over,  some  Navigator  customers  may  not  want  all  the 
featui'es  of  Communicator,  says  Button  Group's  Lewis. 

Barksdale  figiu-es  that  most  business  customers  will  bij 
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GlIT 

Also    know  n    a  s  : 

''the  big  decision  maker 

Often  forced  to  make  decisions 
about  stuff  it  doesn't  understand 
(like  technology),  the  gut  is  much 
more  effective  when  it  has  some- 
thing solid  to  go  on. 

FUjfrsu 

FUJITSU  PC  CORPORATIOM 
:ZI=:Z  Built   for    Humans,  zmi 


EVERY  NOTEBOOK  COMES  WITH 
A  BIG  HELPING  OF  REASSURANCE. 

®  As  the  2ND  LARGEST  COMPUTER  maker  in  the  world 
we  know  how  to  satisfy  the  biggest  expectations. 

(2)  24  hour,  7  day  a  week  PHONE  AND  WEB  access  is  a 
helpful  reminder  that  we're  here  to  serve  you. 

@  Substantial  SUPPORT  with  a  three-year  limited 
warranty  and  available  24  hour  replacement. 


The  The 

LifeBook  L/feBook 
600  SO" 

eries.  Series 


Introducing  the  LiteBook  '  500  and  600  Series.  Notebooks 
with  all  the  hi-tech  stuFFyou  need.  Uhra-Fast  Intel  Pentium'^ 
processors.  CD-ROM  drives.  Big,  crisp  screens.  Sleek, 
ergonomic  designs.  And  oF  course,  extraordinary  service 
and  support.  All  with  an  extra  serving  oF  solid  dependability. 
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FUJITSU  PC  CORPORATION.  For  more  info,  call  I-888.4.ON-THE-GO,  ext.  000 1 . 
visit  www.fujitsu-pc.com  or  get  a  QuikFacts  fax  at  1-800-936-5209. 
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partly  because  it  won't  cost  them  anything  if  they  already 
have  annual  Navigator  contracts  that  include  fi'ee  upgi'ades. 
And  he  has  high  hopes  for  Constellation,  which  he  claims 
will  let  workers  fetch  files  and  pi'ograms — even  Microsoft 

applications — off  a 
Netscape  server  from 
any  computer  using 
Communicator  "You'll 
have  access  to  your  data  wherever  you  go,"  says 
Andreessen. 

Is  all  this  good  enough  to  keep  a  step  ahead  of  Microsoft 
and  other  rivals?  It's  already  clear  that  Netscape  will  never 
again  have  the  huge  lead  it  enjoyed  dui'ing  its  fii'st  two 
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years.  But  analysts  say  the  company  is  making  the  ri: 
moves,  and  if  it  can  deliver  on  its  promises,  it  vwll  continue  5 
top  the  A-list  of  Internet  software  companies  for  the  net 
yeai;  maybe  longer.  At  a  minimum,  Netscape  has  a  foot  in  tj 
door  of  the  corporate  market.  "Now,  whenever  somebo/ 
calls  a  dance,  we  get  invited,"  says  Barksdale. 

And  it's  a  nice  party.  The  market  for  software  that  5 
used  on  corporate  intranets  alone  is  expected  to  explode  0 
$10  billion  by  2000.  That  gives  Netscape  a  chance  to  maket 
into  the  software  big  leagues.  In  the  meantime,  that  shoi( 
keep  Netscape's  speedsters  on  their  Rollerblades. 

By  Robert  D.  Hof  in  Mountain  View,  Cat 
with  bureau  vcj)i> 


WEB  BROWSERS  TAILORED  FOR  TV 


Wei  Yen  has  a  vision.  Someday, 
TV  sets,  cellular  phones,  and 
other  consumer  gadgets  will 
ply  the  Net's  World  Wide  Web.  "For 
the  consumer,  the  Intei'net  should 
really  be  like  electricity,"  says  Yen, 
chief  executive  of  Navio  Communi- 
cations Inc.,  a  Netscape  Communi- 
cations Corp.  affiliate  that  is  pursu- 
ing software  for  consumer  markets. 

A  provocative  idea,  but 
not  exactly  a  bolt  from 
the  blue.  Unlike 
Netscape — which  set  out 
to  make  the  Mosaic 
browser  a  ubiquitous 
product  before  most  folks 
knew  it  existed — Navio 
didn't  get  to  the  party 
first.  In  fact,  Navio  is  a 
relative  latecomer.  Spy- 
glass Inc.  has  built  a  tv- 
set  browser  that  will  soon 
be  available  on  Mitsubishi 
sets.  Startup  WebTV  is 
using  its  own  browser  for 
TV  Web-surfing.  Sega 
Enterprises  Ltd.  is  using 
a  browser  froln  Planet- 
Web  Inc.  in  Net  Link,  an 
add-on  to  its  Saturn  game 
player.  Says  PlanetWeb 
Chairman  Kamran  Elahian:  "We 
want  to  do  a  Netscape  on 
Netscape."  So  does  Microsoft  Corp. 
Its  weapon  is  Windows  CE,  an  oper- 
ating system  for  handheld  devices. 
NO  TIME.  Navio  started  late  for  good 
reason.  Busy  trying  to  launch  new 
products  for  coi-porate  intranets — 
and  keep  a  step  ahead  of  Microsoft- 
Netscape  didn't  have  the  time  to 
chase  the  consumer  market.  So  last 
January,  it  shifted  its  consumer  ef- 
forts to  Navio,  a  joint  venture  with 
seven  electronics  and  computer  com- 
panies, including  Nintendo  and  Sony. 
Despite  its  pedigree,  "Navio  has  got 
an  awful  lot  to  prove,"  says  For- 


rester Research  Inc.  analyst  Josh 
Bemoff. 

Yen,  a  former  senior  vice-presi- 
dent at  Silicon  Graphics  Inc.,  is  push- 
ing his  60-person  staff  to  deliver  the 
goods.  In  July,  Navio  finished  its  first 
product,  NC  Navigator,  a  downsized 
version  of  Navigator  for  network 
computers,  ibm  and  Sun  Microsys- 
tems Inc.  plan  to  use  the  software  in 


Yen,  of  Netscape  affiliate  Navio,  envisions 
adapting  cellular  phones  to  the  Internet 

their  network  computers.  In  January, 
Navio  announced  TV  Navigator  The 
first  customer  is  Zenith  Electronics 
Corp.,  which  scrapped  a  deal  to  build 
an  Internet  TV  around  technology 
fi'om  startup  Diba  Inc.  "Navio  is  the 
strongest  proposition  out  there," 
says  Tom  L.  Sorensen,  Zenith's  direc- 
tor of  new  technologies  and  business 
development. 

Yen  says  new  products  vdll  arrive 
eveiy  three  months,  starting  with 
software  for  tv  set-top  boxes.  Each 
package  will  have  the  Netscape  Nav- 
igator features  that  are  familiar  to 
Web  surfers.  But  Navio  wants  to  do 
more  than  simply  graft  a  browser 


onto  consumer  devices.  Each  version 
vnW  be  tailored  to  the  particular  de- 
vice. The  TV  version,  for  example, 
will  have  splashier  multimedia  and 
3-D  graphics.  Other  possibihties  in- 
clude phone  browsers  that  connect  to 
global  phone  directories,  gas  pumps 
with  readouts  showing  local  traffic 
jams,  and  tickers  on  TV  listing  prices 
in  your  personal  stock  portfolio,  says 
Yen. 

TRICKS.  Will  anybody 
want  this  stuff?  Analysts 
say  it's  uncertain  when 
the  market  for  Web  de- 
vices that  aren't  comput- 
ers will  take  oft'.  A  recent 
Dataquest  Inc.  survey 
found  that  93%  of  U.  S. 
households  have  no  inten- 
tion of  buying  a  Net-con- 
nected TV  or  set-top  box. 
Dataquest  analyst  Van 
Baker  says  most  of  them 
don't  know  what  such  a 
device  would  do.  Admits 
James  H.  Clark,  chainnan 
of  Netscape  and  Navio: 
"It  will  take  about  two 
more  years  to  start  in  full 
svnng." 

In  the  meantime,  Navic 
may  provide  other  benefits  to 
Netscape.  Navio  has  done  some  pro- 
gi'amming  tricks  to  compress  the 
Navigator  browser  program  so  it  cai!| 
be  used  in  a  gadget  with  limited 
memory.  On  a  big  computer,  that 
could  dramatically  improve  speed. 
More  important,  the  advanced  multi- 
media and  animation  software  used 
by  Navio  could  improve  PC  browsersj| 
too.  Navio's  most  important  role, 
however,  may  be  to  provide 
Netscape  with  a  fallback  position.  If 
Microsoft  succeeds  in  its  push  into 
the  corporate  intranet  market, 
Netscape  may  need  one. 

By  Robert  D.  Hof  in  Sunnyvale,  Cali, 


86  RIISINESS  WEEK  /  FEBRUARY  10,  1997 


A  rare  find  only  happens  every 
now  and  then. 


We'd  like  to  emphasize  the  now  part. 


:w  often  does  a  car  come  along  that  includes  a  power  moon  roof,  an  AAllFM  stereo  with  CD  player, 
oy  wheels,  power  windows  and  door  locks,  cruise  control,  wood-grain-style  trim,  leather-  — J7 
apped  steering  wheel,  security  system  with  remote  entry,  automatic  transmission  and  air 
iiditioning,  all  at  the  equally  uncommon  price  of  $20,195?'  Well,  rarely  '"does  come  to  mind. 


IP  excluding  tax.  license,  registration  and  options.  Dealer  prices  mav  vary  ©  l'J96  American  Honda  Motor  Co..  Inc. 
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Legal  Affairs 


LITIGATION 


PEACE  TALKS  IN  THE 
TOBACCO  WARS? 


State  attorneys  general 
are  weighing  a  settlement  ^ 
Ian  that  would  regulate 
the  industry,  business  week 
has  learned 


After  months  of  prcpai-jition,  jiow- 
erful  state  attorneys  general  who 
have  declared  war  on  the  tobacco 
industry  are  girding  for  battle  in 
the  courtroom.  Mississippi  Attorney 
General  Michael  Moore  will  deliver 
opening  ar-ginnents  this  June  in  his  suit 
against  seven  cigarette  makers  to  re- 
cover hundreds  of  millions  of  dollars  in 
state  Medicaid  costs  for  smoking-related 
illnesses.  Copycat  cases  in  Florida  and 
Texas  will  begin  in  September,  while 
Washington  Attorney  General  Chiistine 
O.  GregoLre  has  a  couit  date  in  October. 
On  Jan.  27,  New  York  became  the  19th 
state  to  sue  the  industry. 

But  even  as  these  suits  speed  towai-d 
trial,  BUSiNE.ss  week  has  learned  that 
many  attorneys  general  are  simultane- 
ously launching  an  important  initiative 
aimed  at  reaching  a  settlement  with 
their  foes.  Since  December,  soui'ces  say, 
several  of  the  AGs  who  have  sued  the 
industry  have  held  a  series  of  meetings 
and  conference  calls  to  hammer  out  a 
unified  position.  Participants  include  Gre- 
goii'e,  Minnesota's  Hubert  H.  Humphrey 


HI,  and  Richard  Blu- 
menthal  of  Connecti- 
cut, and  representa- 
tives from  the 
Massachusetts  and 
Florida  AG  offices, 
among  others.  This 
gi'oup's  goal  is  ambi- 
tious: to  develop  a 
plan  that  would  not 
only  end  their  own 
disputes  but  also  pro- 
vide a  framework  for 
the  long-term  state 
and  federal  regulation 
of  tobacco. 

While  the  partici- 
pants insist  they  are 
still  committed  to  su- 
ing  the  cigai'ette  mak- 
jtn^"""'^^^^  ers,  theu"  feverish  ac- 
tivity  is  a  sign  of  how 
seriously  all  combat- 
■■^^^^^k  ants  in  the  tobacco 
/  ^^^B  wars  now  take  the 
idea  of  settlement. 
Last  August,  when  a 
small  gi'oup  of  ags  fii'st  floated  a  settle- 
ment proix)sal,  it  quickly  fizzled  as  the  in- 
dustry, health  officials,  several  AGs,  and 
many  tobacco  plaintiffs'  lawyers  decried 
the  plan.  This  time,  a  far  broader  gi'oup 
of  attorneys  general  is  talking,  and  the 
views  of  leading  health  officials  ai'e  also 
being  sought.  Meanwhile,  industiy  leader's 
Phihp  Moms  Cos.  and  RJR  Nabisco  Inc. 
have  both  recently  said  they  would  be  i-e- 
ceptive  to  the  idea  of  a  settlement.  In- 
dustry and  AG  soiu'ces,  however,  say  the 
two  groujjs  are  not  now  talking. 
SHELL  OUT  BILLIONS.  The  centerpiece 
of  the  state  AG  talks  is  a  proposal  ch-aft- 
ed  by  Minnesota's  Humphrey,  which 
Connecticut's  Blumenthal  says  is  now 
backed  by  him  and  Washington's  Gre- 
goire.  Soui'ces  say  that  plan,  stnictured 
as  proposed  federal  legislation,  would 
give  the  industry  the  thing  it  most 
craves:  a  legislative  guarantee  that  to- 
bacco will  remain  legal  (table).  The  AGS 
also  are  weighing  some  protection 
against  fiiture  litigation.  In  exchange, 
Humphrey's  proposal  would  require 
companies  to  submit  to  permanent  reg- 


ulation by  the  Food  &  Drag  Adniii 
tration,  to  dissolve  trade  associatii 
such  as  the  Tobacco  Institute,  ami 
shell  out  biUions  for  antismoking  •;. 
paigns  and  past  injuries,  althoug', 
exact  payment  amounts  have  been 
ified.  In  a  written  statement  to  r.i 
NESS  WEEK,  Humphrey  confirmed  t 
the  AGS  have  been  discussing  "conm 
ground  goals"  but  declined  to  elabm  ; 
"Any  discussion  of  the  details  of  tli^ 
fluid  conversations  or  ever  chaiiL' 
rough  drafts  would  be  prematurt'  . 
fruitless  at  this  point,"  says  Hum]jhi 

Attorneys  general  from  other  stat 
convinced  the  Humphi-ey  proposal 
too  far,  are  hoping  to  devise  a  rni 
pragmatic  plan.  Some  members  ol  i 
group  have  rallied  behind  Mississi 
plaintiffs'  attomey  Richard  Scraggs, 
author  of  last  August's  ill-fated  pc 
proposal  and  lead  outside  counsel  in  - 
en  of  the  AG  suits.  "Scruggs  is  work 
it  very  hard,"  says  one  source  in 
medical  community.  "Scraggs's  view 
that  the  tobacco  industry  is  undc 
great  deal  of  pressure  and  the  opitnt 
nity  exists  to  get  a  real  breakthi'ui. 
kind  of  deal." 

Scraggs  acloiowledges  that  he  c; 
up  with  a  new  settlement  proposal  a 
his  last  one  died,  but  says  he  ha 
worked  on  his  plan  since  November 
that  he's  now  more  focused  on  goiiit 
trial.  His  most  recent  proposal,  fn>-i 
lated  in  October,  calls  for  the  industr; 
pay  out  around  $12  billion  a  year  fui: 


ELEMENTS  OF  A  DEAL 


Here's  an  outline  of  a  proposal 
drawn  up  by  Minnesota's  Huber 
H.  Humphrey  HI.  It's  being  debati 
by  some  of  the  other  18  state 
attorneys  general  who  have  suec 
the  tobacco  industry: 

WHAT  TOBACCO  WOULD  GET: 

•  No  ban  on  tobacco  products 

•  Potential  restrictions  on  future 
state  and  private  lawsuits 
against  the  industry 

•  A  potential  limit  on  how  much,j 
future  litigants  could  recover 

WHAT  TOBACCO  WOULD  LOSI 

•  The  FDA  would  gain  jurisdictio, 
over  tobacco 

•  10%  of  all  industry  revenues 
would  be  earmarked  for  health 
programs 

•  Trade  groups  such  as  the  Tobai 
CO  Institute  would  be  dissolvec 
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coa,  the  world's  largest  manufacturer  of  aluminum 
d  related  products,  operates  22  independent  business 
its  spanning  27  countries.  They  needed  applications 
It  each  business  unit  could  rapidly 
ipt  while  still  sharing  common 
siness  process  and  data.  Alcoa 

)se  Oracle  Applications.  Projects 


Market 
Management 
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with  over  30  integrated  software  modules  for 
finance,  supply  chain  management,  manufacturing, 
project  systems,  human  resources  and 


Supply  Chain 

Management  market  management. 


acle  is  the  world's  fastest-grow-  "  J*  I  i 

;  supplier  of  open  business  applica- 
ns,  with  more  manufacturing  and  financial 
Jication  sites  running  than  anyone  else. 
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American  Portfolio 


Now  you  can  have  easy,  afford- 
able access  to  many  of  the  premier 
companies  in  the  country.  This 
fund  offers  you  33  of  America's 
blue  chip  companies.  And  it  seeks 
total  return  through  capital  appre- 
ciation and  dividend  income. 

These  premier  companies  were 
chosen  for  their  high  quality  and 
established  earnings  record.  Along 
with  a  predetermined  portfolio  and 
maturity  date,  the  fund  offers  you: 

•  Large  capitalization  companies 

•  Defined  maturity  of  4  years 

•  Quarterly  income 

•  Option  to  reinvest  quarterly 

•  Diversification  among  several 
industries 

Call  Defined  Asset  Funds  today  for 
our  free  Premier  American 

Portfolio  Guide  which  describes 
how  affordable  and  easy  investing  in 

our  blue  chip  stock  fund  can  be. 

1-800-562-2926  ext.  132 
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efined  Asset  Funds' 
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Merrill  Lynch 
Smith  Barney 
PaineWebber 
Prudential  Securities 
Dean  Witter 

A  free  prospectus  containing  more  complete 
information  on  Defined  Asset  hiimls^"  Equity 
Income  Fund  Concept  Series  Blue  ( .hip  Stock 
Series  3  {'rentier  American  Portfolio  including 
all  charges  and  expenses,  is  available  from  any 
of  the  above  sponsors.  Read  the  prospectus  care- 
fully before  investing.  Minimum  investment  is 
SI, 000  ($250  for  an  IRA). 
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Legal  Affairs 


years  to  states  and  individuals  who  can 
prove  haiTn  fi'om  smoking.  Up  to  10%  of 
that  sum  could  be  used  to  compensate 
lawyers  and  states  who  helped  engineer 
the  settlement.  It  would  take  regulation 
away  from  the  tough-minded  fda  and 
create  a  tobacco  czar  to  administer  the 
payment  fund.  The  proposal  would  also 
earmark  $700  million  for  the  Health  & 
Human  Services  Dept.  to  use  to  counter 
tobacco  marketing  and  would  require 
the  industiy  to  disseminate  its  research. 

The  attorneys  general  say  that  their 
cases  are  going  well,  and  that  they  are 
only  trying  to  formulate  a  joint  peace 
proposal  in  case  other  players  in  the 
tobacco  litigation  suddenly  decide  to  opt 


HUMPHREY:  Angering  antitohacco  forces 

for  peace.  Noting  the  incessant  talk  that 
settlement  legislation  could  one  day  sur- 
face in  Congress,  Blumenthal  says: 
"Eventually,  Congress  may  turn  to  us 
and  say,  'What's  your  bottom  line?'  We 
didn't  want  to  then  have  to  turn  to  one 
another  and  say,  'What  is  it?' " 

But  many  tobacco  industry  execu- 
tives, health  officials,  plaintiffs'  lawyers 
involved  in  other  antitobacco  cases,  and 
government  officials  say  the  attorneys 
general  may  also  have  some  trepida- 
tion about  going  to  trial.  Their  suits 
wall  be  costly,  are  based  on  novel  legal 
theories,  and  could  flop.  Critics  say  that 
AGs  are  interested  in  settling  now  in 
order  to  avoid  an  embarrassing  defeat 
in  court.  "I  would  want  to  push  the 
cause  of  settlement,  too,  because  I 
would  realize  at  some  point  a  rational 
court  would  take  a  look  at  this  house  of 
cards  and  make  it  come  down,"  says 
Daniel  W.  Donahue,  senior  vice-presi- 


dent and  deputy  general  counsel  of  Ri. 

Whatever  their  motivations,  the  k 
tomeys  general  still  have  many  issife 
to  sort  out.  For  example,  many  of  th|B 
have  hired  plaintiffs'  law  firms  to  hb 
them  bring  the  suits,  and  the  lawy« 
are  pushing  for  a  big  financial  settj*> 
ment,  says  a  source  in  contact  with 
state  AGs.  Others  are  more  interested 
slapping  tighter  regulation  on  the  inc 
try  than  soaking  it  for  billions.  Desp 
this  problem,  North  Carolina  Attor 
General  Michael  F.  Easely,  who  hasjr 
the  past  served  as  a  sort  of  unoffiij 
emissary  between  the  industry  and 
states  that  have  filed  suits,  believes  t|(i 
"all  of  [the  AGs]  will  settle." 

Even  if  the  attorneys  gene 
do  reach  an  agreement,  they 
have  a  tough  time  coming  to  teis 
with  tobacco  companies.  Desj  t! 
the  industry's  increased  intereslm 
the  prospect  of  settlement,  exen- 
tives  are  thought  to  be  unwilling 
shell  out  the  massive  sums  sou 
by  the  plaintiffs'  attorneys.  1! 
Philip  Morris  and  r.jr  decUned 
comment  specificaliy  on  the  i 
rent  AG  talks.  But  one  key  indii- 
lawyer  says  that  some  of  the  \>]: 
tiffs'  attorneys  assisting  in  att(ir 
general  suits  have  informally  rai 
the  issue  of  settlement  with  I 
in  recent  weeks.  He  says 
brushed  them  aside. 
SNOOKERED.    Nor    will  lead, 
health  advocates  be  easy  to  hi 
on  board.  Antitobacco  activists 
womed  about  giving  the  indii- 
any  protection  from  future  lii 
tion,  and  angry  that  even  li. 
minded  AGs  such  as  Humphrey  ' 
now  willing  to  consider  peace.  "' 
public  health  community  has  alw 
been  snookered  by  the  industry,"  - 
Richard  A.  Daynard,  chairman  of 
Tbbacco  Products  LiabOity  Project  (n 
at  Northeastern  University  in  Bos 
Aware  of  the  shifting  political  wii 
however,  health  advocates  are  iv\ 
weighing  the  possibility  of  a  truce.  'i( 
TPLP  is  sponsoring  a  seminar  in  Ma; 
hash  out  health  advocates'  stance 
ward  settlement  talks.  i 
For  now,  the  health  commtmity 
nothing  to  woiry  about.  The  a(;s  are  S-H'r, 
a  long  way  from  a  unified  settlementio . 
sition.  But  considering  how  fiercely  V. 
law  enforcers  have  been  fighting  ea 
rette  makers,  the  fact  they're  even 
cussing  peace  could  mark  a  new  cha| 
in  the  high-stakes  tobacco  wars. 

By  David  Ctreising  in  Atlanta  " 
Catherine  Yang  in  Washington, 
John  Carey  in  Washington  and  A'< 
Fran  ce  in  New  York 
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COMIVIENTARY 

By  Aaron  Bernstein 


SOCIAL  SECURITY:  IS  THE  SKY  REALLY  FALLING? 


▲  PERCENT 


The  Advisory  Council  on  Social 
Security  may  have  split  into 
three  factions  over  how  to  fix 
the  nation's  retirement  plan.  But  all 
13  members  agree  that  Social  Secu- 
rity vdll  run  a  deficit  over  the  next 
75  years  if  nothing  is  done.  Even 
most  of  the  council's  critics  agreed 
with  that  conclusion.  Their  only 
argument  was  over  how  difficult  it 
will  be  to  solve  the 
problem. 

But  the  consen- 
sus that  a  deficit  is 
inevitable  rests  on 
a  shaky  foundation. 
The  projections 
used  by  the  council, 
which  are  based  on 
calculations  by  the 
Social  Security 
Board  of  Trustees, 
a  government  over- 
sight body,  rest  on 
gloomy  assumptions 
about  population 
and  labor  force 
gi-owth  that  aren't 
shared  by  other  government  fore- 
casters. They're  also  difficult  to 
square  with  historical  trends.  "The 
trustees  ai-e  paid  to  be  pessimistic, 
but  the  effect  is  to  make  people  be 
lieve  that  Social  Security  isn't  vi- 
able," says  Howard  Fullerton,  an 
economist  in  charge  of  long-temn 
forecasting  at  the  Bureau  of 
Labor  Statistics. 

Of  course,  no  one  can  fore- 
cast 75  years  out,  and  the 
trustees  may  well  turn  out  to  be 
right.  But  the  shortfall  they  pre- 
dict doesn't  actually  show  up  until  33 
years  from  now.  So  instead  of  taking 
drastic  action  Uke  raising  payroll  tax- 
es, shouldn't  we  be  more  pnident 
and  wait  a  decade  or  so?  By  then, 
long-tei-m  economic  trends  may  be 
clearer.  What's  more,  the  bls  and 
Census  Dept.  gi'oups  reviewing  the 
consumer  price  index  will  be  done 
with  their  studies.  If  the  CPi  over- 
states inflation,  as  the  Boskin  Com- 
mission and  others  suspect,  any  So- 
cial Secimty  deficit  will  shrink  after 
the  statistical  coiTections  are  made. 

Underlying  the  whole  debate  is 
the  trustees'  view  that  the  U.  S. 


economy  will  to  grind  to  a  virtual 
halt  in  the  next  centuiy.  That  will 
happen,  they  say,  because  population 
gi'owth  will  plunge  to  a  quarter  of  its 
historic  rate.  The  birthrate  will  slip 
to  1.9  children  per  woman,  which  is 
below  the  2.1  rate  needed  to  prevent 
a  population  fi-om  shrinking. 

By  contrast,  the  Census  Bui'eau 
projects  a  2.2  birthrate.  That's  be- 


TOO  PESSIMISTIC? 

The  Social  Security  Board  of  Trustees  projects  two  scenarios 
for  the  next  75  years.  The  official  prediction  is  for  low  growth. 


AVERAGE  ANNUAL  RATE  OF  CHANGE  OVER  THE  NEXT  75  YEARS 

LOW  GROWTH     ■  MODERATE  GROWTH 


'AS  A  PERCENT  OF  NATIONAL  PAYROLL  OVER  75  YEARS 
DATA:  SOCIAL  SECURITY  BOARD  OF  TRUSTEES 

cause  the  bureau  breaks  down  fertili- 
ty rates  by  race,  and  minorities  and 
immigi-ants  ai'e  a  fast-growing  share 
of  the  population  and  also  have  more 
children  per  family.  So  Census  ana- 
lysts see  a  higher  total  birthi'ate.  The 
trustees,  on  the  other  hand,  calculate 
birthrates  assuming 


at  just  one-fifth  of  its  historic  pace. 

At  the  same  time,  they  calculate 
unemployment  as  averaging  6%  a 
year  over  the  75  years.  If  new  work- 
ers remain  scarce,  today's  labor 
shortages  would  continue.  In  that 
case,  something  would  have  to  give 
on  the  supply  side.  The  poUtical 
pressure  to  curb  immigi'ation  would 
abate,  and  immigrants  would  pour  in 
Or  older  workers  might  stop  leaving 
the  workforce,  says  the  bls's  Fuller- 
ton,  who  thinks  labor-force  growth 
won't  sink  as  dramatically  as  the 
ti-ustees  foresee.  Even  if  no  new  sup 
ply  of  workers  materiaUzed,  unem- 
ployment would  remain  in  today's  5*% 
range,  says  Fullerton.  That  would 
drive  up  wages,  once  again  eliminat- 
ing the  Social  Security  shortfall. 
A  SURPLUS.  The  trustees  themselves 
charted  an  alternative  course  for  the 
future  (table).  Their  moderate- 
growth  scenario  shows  a  birthrate  of 
2.2,  annual  immigration  of  1,150,000, 
unemployment  at  5%,  and  wages 
gi'owing  slightly  faster  And  Social 
Security?  It  nms  a  sui-plus. 

If  the  pessimistic  view  does  turn 
out  to  be  right,  it  casts  doubt  on  the 
Council's  remedy  of  investing  some 
Social  Security  funds  in  stocks. 
Council  members  cited  the  stock 
market's  historic  7%  real  annual  re- 
turn as  reason  to  do  so.  But  this  re- 1 
turn  depends  on  healthy  economic 


Whoa!  The  Advisory  Council's 
consensus  that  a  deficit  is  inevitablel 
rests  on  gloomy  growth  assumptions  that 
aren't  shared  by  other  government  forecasters 


one  cultural  norm.  "We  see  a  real  dif- 
ference in  attitudes  toward  having 
childi'en  today,"  says  Stephen  C.  Goss, 
the  ti-ustees'  deputy  chief  actuary. 

The  tmstees'  view  of  labor-force 
growth  presents  the  biggest  incon- 
giTiity.  If  biilhi'ates  fall,  inmiigrants 
will  be  a  prime  source  of  new  work- 
ers. But  the  trustees  say  immigration 
will  remain  at  its  current  900,000  a 
year.  If  so,  the  labor  force  will  grow 


growth.  If  real  GDP  slows  to  a  mere 
1.5%  a  year,  stock  returns  will  likely 
slow,  too.  In  that  case,  they  probablj 
wouldn't  suffice  to  warrant  the  extrg 
risk  employees  would  shoulder  in 
stocks.  The  better  route:  adopt 
smaller  steps  and  wait  to  see  if  the 
economy  really  slows  down. 

Associate  Editor  Bernstein  report- 
from  Washington. 
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wallet  card  of  worldwide  .\T&T  Access  Numbers,  call  1 800-446-8399- 


•t  and  cleurol  (.onnettions  from  tounlrics  with  vdicc  prompts,  tomp.irc-d  lo  m.i|or  I'  S  L.irncrs  on  ljIIs  io  llic  r.S- 
;st  bused  on  cuMomer  prc-ffrence  testmg  'Compared  to  certain  hotel  telephone  charfjes  based  on  ealls  to  llie  U  S 
;ober  1995.  Actual  .savings  may  be  higiler  or  lower  depending  upon  your  bilhng  method,  time  of  day,  length  of 
;es  charged  by  hotel,  and  the  countr\-  from  which  you  are  calling.  ©  1997  AT&T 
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HEALTH  CARE 


MEDICAL  LESSONS 
FROM  THE  BIG  MAG 

Startups  thrive  by  treating  specific  illnesses  or  conditions 


On  two  leased  floors  of  St.  Francis 
Hospital  in  Beech  Grove,  Ind.,  In- 
tensiva  HealthCare  takes  on  pa- 
tients that  most  hospitals  can't  af- 
ford to  keep.  Ray  Liggett,  for  one,  has 
been  hospitalized  for  a  month  with  Guil- 
lain-BaiTe  syndrome,  a  neurological  dis- 
order. St.  Francis  lost  money  eveiy  day 
he  took  up  one  of  its  beds.  But  because 
Intensiva  accepts  only  long-term  acute 
cases  and  operates  independently — 
though  within  St.  Francis'  walls,  often 
using  its  staff — an  insurance  quirk  al- 
lows it  to  collect  higher  r-eimbm"sement. 
Its  costs,  meanwhile,  ai'e  50%  lower  than 
those  of  a  tyjDical  intensive-care  ward. 

Intensiva  opened  the  fii'st  of  its  10 
centers  only  in  1995  and  still  loses  mon- 
ey. But  its  model  is  drawing  attention 
across  the  health-care  field.  The  key  is 
focus:  Its  hospitals-vdthin-hospitals  han- 
dle only  certain  patients  in  strictly  de- 
fin.xl  settings  and  markets.  "We  treat 
them  more  aggressively  and  get  them 
out  of  the  hospital  quicker,"  says  Inten- 
siva Chief  Executive  David  W.  Cross. 
And,  Intensiva  says,  more  patients  leave 
in  better  health. 


Steelmakers,  cannakers,  and  burger 
joints  long  have  understood  that  mass 
specialization  can  pump  up  productivity. 
Volume,  standardization,  and  focus  cb'ove 
the  success  of  Nucor's  ininimills.  General 
Motors'  SatiuTi  ventiu-e,  and  McDonald's 
Big  Mac.  Now,  the  health-cai-e  industiy  is 
catching  on.  Doctors,  hospitals,  and  in- 
surers are  pursuing  strategies  that  de- 
pend on  caring  for  a  narrow  range  of 
patients  or  on  masteiing  a  small  slice  of 
treatments. 

It's  the  latest  step  in  health  care's 
rapid  evolution,  promising  to  alter  once 
more  the  way  Ameiicans  are  treated  for 
a  broad  range  of  medical  conditions.  In 
Boca  Raton,  Fla.,  Orthopedic  Medical 
Networks  of  America  is  organizing  teams 
of  oithopedists,  occupational  therapists, 
chiropractors,  and  other  specialists  to 


FOCUS 


ACUTE  ONLY:  Intensiva's  co!-; 
are  50%  less  than  intensive  cie 

provide  soup-to-nuts  back  c£j. 
Sheridan  Healthcai'e  Inc.  empi- 
sizes  management  of  in-hospil 
physician  sei*vices,  such  as  an 
thesiology  and  neonatolog>'. 
MONEY  AAAGNETS.  A  raft  oi' s 
cialty  staitups,  in  fact,  is  atti-; 
ing  investments  from  top-dj-a\ 
ventm-e  firms  such  as  Mayfi 
Fund,  TA  Associates,  and  M 
genthaler  Ventiu'es.  Meanv  h 
Columbia/HCA  Healthcare  ('<> 
the  nation's  biggest  hosp 
chain,  is  creating  "centers  <  A' 
cellence"  within  some  of  its  ,u 
eral-pmpose  institutions  to  ei 
pete  for  contracts  for  coroii 
and  cancer  care,  much  as 
Mayo  Clinic  has  long  done. 
Regina  Herzlinger,  profcs 
5  of  health-care  management 
Hai-vard  business  school,  calls  these  i 
specialized  entities  "focused  factoiii 
Such  organizations,  she  says,  "get 
omies  of  scale  from  horizontal  intt  l 
tion  and  from  doing  the  same  thing  <  > 
and  over."  With  professional  managem 
and  close  coordination  of  services, 
says,  such  companies  can  lower  cost>  , 
produce  better  medical  results. 

It's  a  straightfoi"ward  notion,  but 
that  fights  decades  of  health-indi^ 
tradition.  Managed-care  advocates  li 
have  viewed  medical  specialists  as 
enemy.  Most  still  prefer  to  see  gene 
ist  "gatekeepers"  control  treatment  : 
cisions,  limiting  access  to  expensive  ( 
diologists  and  podiatrists.  That 
helped  slow  medical  inflation,  but  h: 
generally  haven't  changed  the  way  thi 
physicians  actually  practice  medicine: 
overtreatment  and  waste  persist 
tients,  meanwhile,  hate  the  incon 
nience  the  gatekeeper  model  impose 
Increasingly,  insurers  are  address! 
such  failings  by  creating  "carve-outs 
awarding  specialist  groups  portion; 
patients'  premiums  for  the  care  of 
Crete  disease  categories.  An  hp,io  paj 
provider  gi'oup  a  fixed  monthly  sun 
take  responsibihty  for  all  physician, 
pital,  and  other  sei-vices  related  to, 
cardiac  care,  no  matter  what  ti'eatm 
patients  require. 

On  Feb.  3,  Oxford  Health  Plans 


It  may  not  be  long  before 
"department  store"  medical  centers  offer  bran 
name  "boutiques"  operated  by  specialty  vendo 
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SAVING  A  FEW  BUCKS  ON  POLITICAL 
RISK  INSURANCE  SEEMS  TO  MAKE  SENSE. 

UNTIL  SOME  FOREIGN  GOVERNMENT 
NATIONALIZES  YOUR  BUSINESS. 


For  companies  doing  business  overseas,  the  realiU'  is  that  pohtical  risk  insurance  has  become 
a  necessity.  Political  upheavals  are  ditticult  to  forecast.  Rising  nationalism  increases  the  risk  ot 
expropriation.  Changing  economic  forces  make  currency  inconvertibility  more  likely.  And  political 
violence  is  a  constant,  looming  threat. 

AIG  Global  Trade  &  Political  Risk  Insurance  Company,  a  member  company  ol  American 
International  Group,  Inc.,  is  the  only  company  with  the  global  presence  and  knowledge  of  local  condi- 
tions to  protect  you  around  the  world. 

When  you're  an  AIG  client,  you  re  not  )ust  buying  insurance.  You  're  getting  a  business  partner. 
With  offices  in  more  than  150  countries  and  jurisdictions  worldwide,  AIG  has  the  expertise,  perspec- 
tiv'e  and  long-term  relationships  necessary  to  resolve  international  problems  whenever  they  arise. 
AIG  Global  customers  also  benefit  Irom  the  experience  of  a  board  of  directors  that  includes  former 
U.S.  Secretary  of  State  Henry  A.  Kissinger,  former  U.S.  Trade  Representative  Carla  A.  Hills, 
former  Treasury  Secretary  and  U.S.  Senator  Lloyd  M.  Bentsen,  former  World  Bank  President 
Barber  Conable,  Jr.,  and  former  Prime  Alinister  of  Pakistan  Moeen  Oureshi. 

Other  insurance  companies  may  offer  capacity'.  Only  AIG  Global  undem  rites  longer-term  polit- 
ical risk  coverages  up  to  $120  million  capacity  per  project,  guaranteed  for  se\  en  years  and  backed  by 
the  strongest  balance  sheet  and  top  financial  ratings  in  the  business.  Perhaps  that's  why  AIG  has  been 
the  leader  in  political  risk  coverage  for  more  than  twenty 


problems,  call  one  of  the  lead  undei"writers  listed  below. 

A  member  company  o(  American  International  Group,  Inc 


Ray  Antes  Elizabeth  Bloch  Jackie  Deane  Jon  Kay  Julian  Edwards 

.MG  Global,  New  York  AIG  Global,  Chicago  AIG  Global.  San  Francisco        AIG  Global,  Melbourne,  Australia       AIG  Global.  U  K,  &■  Europe 

(212)  770-7819  (312)930-5.154  (415)445-2855  61-39-522-4798  171-280-8832 


RVfSl  Global' 

years.  To  find  out  how  AIG  can  help  solve  your  political  risk  Trade  &  Political  Rlsk 

Insiir.ince  Company 


Coverage  may  not  be  available  tor  risks  in  certain  countries 


Perhaps  you've  acUiiii'ed  lliem  from  afar:  The  telecommunications  fiiTU  that  set  a  goal 
3f  99%  system  uptime-and  smpassed  it  The  auto  manufactm  er  diat  radicaUy  accel- 
erated its  time-to-market  with  a  powerful  new  data  system.  Tlie  financial  services 
jrocessor  that  gives  institutions  in  20  countries  highly  secure  transactions- 
nstantaneously.  Granted,  at  DIGITAL  we're  known  for  our  fastest-on-earth, 
jltra-reliable  AlphaServer"  systems.  But  what  we  really  produce  are  ground- 
3reaking  competitive  advantages-in  company  after  Fortune  500"  company. 
Advantages  like         DIGITAL,  WG  ClOll't  jUSt  "le  leap  in 

make  high-performance  computers, 
ustomei  We  make  high-performance  ><^'p°" 

iveness  that  comes  witli  die  CUStOHlOf  Sb  ii^dustry's  only  tried-and-ti'ue 
4-bit  servers-whether  they're  running  DIGITAL  UNIX;  OpenVMS™  or  Windows  NT." 
)r  the  bankable  investment  value  of  high-availability  "clustered"  systems 


reated  to  work  every  second  of  every  day.  Or  the  vast  array  of  opti 
lade  possible  by  our  partnerships  with  other  indushy  leaders 


aturally,  we  support  these  business  solutions  with  our 


wn  global  network  of  sendee  professionals.  So  call  1-800-DIGITAL.  Make  the 
!ap  to  www.ads.digital.com/chasm.  And  make  the  DIGITAL  edge  your  own. 


iDai 


Whatever  it  takes.  '' 

A11B 

■  17  Digital  Equiprrr^nt  Corporation.  DIGITAL,  the  DIGITAL  logo,  AlphaServer  and  OpenVMS  are  trademarks  and  Whatever  it  takes  is  a  service  mark  of  Digital  Equipment  Corp  UNIX  is  a  registered  trademark  in  the  United 
s  and  other  countries,  licensed  exclusively  through  X/Open  Company,  Ltd.  Windows  NT  is  a  trademark  ot  Microsoft  Corporation.  All  other  names  are  trademarks  or  registered  trademarks  of  their  respective  companies. 


managed-care  insiorer,  will  go  one  step 
ftuther,  unveiling  a  plan  to  pay  gi'oups  of 
doctors  and  hospitals  for  specific  medical 
cases.  A  neui'ologist,  for  example,  could 
join  with  a  hosj)ital,  therapists,  and  oth- 
er professionals  to  bid  on  care  for-  stroke 
victims.  The  team  would  be  responsible 
for  consultations,  lab  tests,  surgeiy,  and 
post-operative  care,  receiving  a  flat  rate 
for  the  packaged  services. 
INTEGRATION.  Oxford  plans  to  conti'act 
out  120  of  its  most  expensive  cases  by 
the  end  of  1998.  Executive  Vice-Presi- 
dent David  B.  Snow  Jr.  says  the  result- 
ing integration  of  providers,  and  adher- 
ence to  its  care  guidelines,  could  reduce 
medical  costs  by  20%.  Ultimately,  the 
insui'ei-  could  restnicture  itself  into  sev- 
eral operating  companies,  each  focusing 
on  a  disease  group.  "This  model  really 
gets  to  the  point  of  care,"  Snow  says. 

Focused  providers  can  sui"vive  on  flat, 
per-patient  compensation  because  their 
operations  are  standardized  and  thus 
predictable.  HealthSouth  Corp.,  based 
in  Birmingham,  Ala.,  oj^erates  1000  cen- 
ters dedicated  to  outi)atient  orthopedic 
surgery  and  rehabilitation,  producing 
revenues  last  year  of  $2.4  billion.  With 
patient  recoixls  fi-om  thousands  of  oper- 
ations over  10  years,  it  has  created  med- 
ical protocols  for  54  different  diagnoses, 
such  as  a  sprained  ankle.  "We're  no 
longer  in  learning  mode,"  says  CEO 
Richard  M.  Sciiishy.  "It's  pi'oven,  and 
that's  why  we're  so  cost-efficient."  Lib- 
erty Mutual  Insurance  Co.  says  86%  of 
its  workei-comjiensation  patients  treated 
by  HealthSouth  eventually  I'eturn  to 
woi'k;  Liberty  Mutual's  average  is  47%-. 

The  trend  toward  specialization  could 
take  on  many  fonris.  Rather  than  work- 
ing with  insurers,  some  focused 
providers  are  taking  on  subcontracts 
from  pnmary-care  gi-oups.  Consultant 
Michael  Sachs  sees  the  possibility  of  "de- 
pai'tment-store"  medical  centers  con- 
taining bi'anded  "boutiques"  ojierated  or 
fi'anchised  by  specialty  comjjanies.  Joslin 
Diabetes  Center,  for  example,  licenses 
its  name  and  treatment  protocols  to  12 
affiliates  nationwide;  M.  D.  Anderson 
Cancer  Center  has  similai-  an'angements 
with  foiu'  hospitals  and  dozens  of  doctors. 

As  such  models  proliferate,  critics 
predict  that  care  will  increasingly  gi'ow 
less  personal  and  more  regimented — 
"cookbook  medicine,"  as  some  call  it. 
Doctors  and  hospitals  will  win  more 
autonomy  from  insurers  but  also  will 
be  obliged  to  adopt  j^rotocols  that  care- 
fully orchestrate  their  practices.  It's  a 
trade-off  that  they  and  their  patients 
may  resist,  even  in  the  name  of  higher 
quality.  But  soon,  they  may  not  have  a 
choice. 

By  Keith  H.  Hamnionds  in  New 
York  and  Nicole  Harris  in  Atlanta,  with 
Bill  Koenig  i}i  Beech  Grove,  hid. 
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ENTREPRENEURS 


THE  BEE 

IN  BE'S  BONNET 


Apple  said  no,  but  Be  CEO 
Jean-Louis  Gassee  insists 
he  can  carve  out  a  market 
for  iiis  operating  system 

In  the  late  1980s,  Jean-Louis  Gassee 
was  Apple  Computer  Inc.'s  most 
feai'ed  and  loved  executive.  Brought 
over  from  France  in  1985  to  run  prod- 
uct development,  he  succeeded  Steven 
P.  Jobs  as  the  company's  technical  vi- 
sionary. He  also  ruled  with  an  iron  fist 
and  demonstrated  an  aiTogance  that  ul- 
timately left  Apple  unprepared  for  com- 
petition from  the  lowly  PC.  Still,  he  was 
worshijjed  for  his  love  of  elegant  tech- 
nology, his  charm,  and  his  appetite  for 
fun — like  the  massive  Chiistmas  bashes 
he  hosted  each  year.  "We  literally 
looked  forward  to  them  for  months," 
says  Apple  manager  Frank  Casanova, 
recalling  a  six-stage  music-fest  starring 
Ella  Fitzgerald  in  1990.  Gassee,  says 
Casanova,  is  a  "a  crazy,  passionate,  ro- 
mantic guy." 

Totlay  Gassee  is  still  throwing  parties, 
but  the  settings  ai'e  fai'  different.  Having 
failed  to  win  a  critical  bid  to  sell  his  tiny 


software  company,  Be  Inc.,  to  Apple  ' 
fall,  Gassee  is  back  to  pui'suing  w 
looks  like  an  impossible  quest:  to  mak 
place  for  Be  in  a  Microsoft-domina 
world.  On  Jan.  9,  he  hosted  a  dinner 
French  restaurant  in  San  Francisco 
persuade  executives  of  Mac  clonemak 
and  Apple  suppMei-s  not  to  give  up  on 
in  the  wake  of  Apple's  Dec.  20  decisioi 
buy  Jobs's  NexT  Software  Inc.  A 
days  later,  he  tlirew  a  paity  at  his  SiH 
Valley  home  to  rally  Ids  50  oi'  so  staffi 

The  French-born  entrepreneur  r 
insists  he's  relieved  the  Apple  deal  di< 
happen — but  brushing  off  setbacks 
classic  Gassee.  His  1990  ouster  fi-om 
pie  at  the  hands  of  ceo  John  Scull 
"He  did  me  a  gi'eat  favor:  He  hired 
promoted  me,  and  let  me  go  with  eno' 
money  to  stait  my  own  company."  Loi 
the  Apple  deal?  He  sluugs.  "I'm  jus 
poor  French  farmer  abducted  by  ali|-, 
and  raised  by  venture  capitalists.  W^-, 
do  I  know?"  Even  a  neai-fatal  incident., 
1998,  when  Ms  cai-otid  aiteiy  biu'st  wk 
he  was  hfting  weights,  had  its  ups 
He  says  he's  more  appreciative  of 
wife,  Brigitte,  a  painter,  and  their  th 
kids.  "I've  never  been  happier,"  he  si 

So  Gassee,  52,  is  back  to  being 
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rassee's  only  hope:  Hook  developers  on  BeOS's  cutting-edge 
technology  so  they'll  come  up  with  killer  applications  for  it 


1  Qiiixote  of  the  computer  industry. 
!n  if  eveiy  Mac  doner  offere  Be's  cut- 
;-edge  operating  system,  Keos,  as  an 
ion,  the  lack  of  market  share  means 
war-e  developers  almost  siu-ely  won't 
■je  Be-compatible  pi'ograms.  (Beos  can't 
Mac  programs.)  And  cash  is  tight:  Be 
less  than  $20  million  and  has  yet  to 
ver  a  finished  version  of  its  program, 
eh  is  due  out  in  May. 
S  WON.  Pundits  are  already  wi'iting 
off  Says  analyst  Michael  D.  Gaiten- 
of  the  Gartner  Group  Inc.:  "No 
ter  how  you  slice  it,  Gassee  lost  what 
5  got:  a  happy  homecoming  with  Ap- 
a  chance  to  cash  out,  and  a  way  to 
his  technology  into  volume  use." 
Indaunted,  Gassee  is  out  to  exploit 
holes  left  by  Apple's  purchase  of 
r.  Since  NexT's  software  is  used  most- 
ly big  corporations,  the  deal  leaves 
566  free  to  push  Beos  as  the  choice 
Mac  loyalists  who  design  cd-roms, 
I  sites,  and  such.  And  Mac  doners 
turning  to  Beos  for  a  bit  of  excite- 
t.  "There's  still 
1  for  Be,"  insists 
)hen  Kahng,  ceo 
st-growing  Power 
iputing  Corp., 
;h  licensed  Beos 
faU. 

assee  has  a  great 

mce  to  go,  but 
staying  the 
I  se — ^just  as  he 
i  n  the  late  1980s 

n  he  refused  to 

Apple's  margins 
I  compete  with 
1  per  PCS  he  saw  as  inferior.  That 

le,  and  his  support  of  Apple's  em- 
( issingly  heavy  fii-st  portable  Mac, 

him  his  job. 

jnetheless,  Gassee's  legendary  Ap- 
areer  kept  him  on  high-tech's  radar 
!n.  He  presided  over  Apple's  fii'st 
1  after  developing  the  Mac  II — the 
table  "open"  Mac  that  made  Apple 
ver.  Changeable,  cranky,  and  often 
ine,  Gassee  ranks  second  only  to 
on  the  list  of  all-time  Apple  he- 
say  Apple  engineers.  "Sculley  was 
^  the  outside  world,  but  Jean-Louis 
;he  bigger  force  inside  Apple,"  says 
nova. 

ese  days,  Gassee's  only  hope  is  that 
'are  developers,  wowed  by  Be's 
lOlogy,  will  come  up  with  fantastic 
nations  that  launch  Beos  into  the 
ime  the  way  desktop  publishing 
iied  the  Mac.  Microsoft's  dominance 
s  that  scenario  unlikely,  but  Gassee 


Up  and 
Down 
with 
Apple 


is  sanguine.  "I've  been  in  this  business 
for  29  years,"  says  Gassee,  who  worked 
at  Hewlett-Packard  and  Data  General 
before  joining  Apple.  "Great  opportuni- 
ties always  came  along  in  the  past,  and 
I  have  gi-eat  faith  the  tide  will  take  us 
somewhere  good." 

Gassee  has  seen  tougher  times.  In 
mid-199.5  and  in  eai'ly  1996,  he  remort- 
gaged  his  home  to  cover  Be's  payroll. 
But  venture  capitalists  including  Mi- 
crosoft director  David  F.  Marcjuardt  in- 
vested $14  million  last  April  and  say 
they'll  raise  more  this  year.  Gassee,  who 
has  invested  $2  million,  is  upbeat.  "I 
still  have  a  nice  car  and  a  nice  house, 
and  I  can't  drink  more  than  two  bottles 
of  Bordeaux  a  day  anyway,"  he  says. 

Still,  Gassee  clearly  wanted  to  sell  to 
Apple.  He  tried  in  1994  and  199-5  to  no 
avail.  After  Apple's  new  chief  technolo- 
gy officer,  Ellen  Hancock,  showed  in- 
terest last  summer,  Gassee  went  into 
overdrive.  In  August,  he  presented  Ap- 
ple with  seven  plans  to  integrate  Be's 


FEBRUARY,  1981  Gassee  joins  Apple  to  launch  its 
French  subsidiary.  In  1985,  after  making  it  Apple's 
largest  foreign  unit,  he  moves  to  the  U.S.  to  run 
product  development. 

OCTOBER,  1990  Now  CEO  John  Sculley's  No.  2, 
Gassee  is  pushed  out  as  Macs  lose  ground  to  cheaper 


But  if  his  strategy  backfired,  it  may 
have  hurt  Apple  as  well.  Says  one  Mac 
industry  exec:  "Nobody  really  thought 
Apple  did  the  right  thing  with  NeXT." 

Now,  to  reach  the  digerati  who  are 
his  target  market,  Gassee  says  he'll  li- 
cense Beos  for  far  less  than  $50  per 
copy — about  what  Apple  charges  for  its 
Mac  OS.  Should  the  company  snai'e  even 
a  modest  shai-e  of  this  fast-gi'owing  mar- 
ket, which  Be  thinks  could  triple  to  9 
million  users  by  2000,  Be  might  eke  out 
a  living. 

CLONES  ALONE.  Even  that  is  a  long  shot. 
But  to  prosper.  Be  must  expand  fur- 
ther— say,  to  Mac  lovers  who  are  sick 
of  Apple's  problems  but  can't  stomach 
buying  Microsoft's  Windows.  That's  what 
outside  investors  like  Marquardt,  now 
Be's  lai'gest  shai'eholder,  ai'e  banking  on. 
But  fh'st,  Gassee  must  get  Beos  out  the 
door.  No  one  denies  the  software  looks 
great  on  paper.  It  should  blast  thi'ough 
reams  of  movie  clips,  sound  tracks,  and 
high-resolution  images  all  at  once.  But  so 
far  it  doesn't  work 
with  all  printers  or 
support  any  language 
but  Enghsh. 

And  Gassee  hasn't 
won  over  the  develop- 
ers that  count.  While 
the  i^rospect  of  an  Ap- 


PCs.  Soon  afte_r,_  hejaunches  Be.   ^i^^,  generated  ex- 


OCTOBER,  1995  At  a  high-tech  gabfest,  Gassee 
unveils  Be's  technology  to  a  standing  ovation. 

JULY,  1996  Be  and  Apple  begin  serious  buyout  talks. 

DECEMBER,  1996  Apple  spurns  Be  for  NeXT  Software. 

technology.  In  October,  he  flew  to 
Hawaii  for  a  two-hour  meeting  with  va- 
cationing Apple  CKO  Gilbert  F.  Amelio. 
And  though  he  initially  sought  a  stock 
deal  worth  $300  million-plus,  insiders 
say  he  cut  his  price  to  $200  million  by 
mid-December. 

Wliei-e  did  he  go  WTong?  Apple  exec- 
utives say  they  chose  NeXT  for  its  ma- 
tiu'e,  market-ready  software.  But  there's 
no  doubt  Gassee  overplayed  his  hand. 
After  Apple  made  a  bid  "well  south  of 
$100  million"  in  early  November,  he 
walked  away,  knowing  Apple  had 
promised  to  lay  out  its  software  plan 
in  January.  He  then  upped  the  pres- 
sure by  signing  the  licensing  deal  with 
Power  Computing. 

Apple  executives  resented  his  tactics. 
Insiders  say  he  also  hurt  his  chances 
by  demanding — not  unreasonably — that 
Apple  add  a  director  with  deep  PC  ex- 
perience and  by  leaking  to  the  pi'ess. 


citement  at  smaller 
Mac  software  shops, 
key  players  aren't  in- 
terested. Says  Adobe 
Systems  Corp.  CEO 
John  E.  Wamock:  "We 
haven't  done  any  development  on  Be, 
and  it's  not  high  on  our  priority  list." 

Gassee  is  making  more  headway  with 
Mac  clonei-s.  Power  Computing  vrill  offer 
both  Beos  and  Mac  os  on  its  macMnes 
stalling  in  March,  doners  DayStar  Dig- 
ital, Umax  Data  Systems,  and  Motorola's 
computer  group  liint  they'll  follow  suit. 

In  mid-January,  Gassee  called  Ameho 
to  arrange  a  meeting  to  clear  the  air — 
and  let  Amelio  know  he'd  still  like  to  U- 
cense  Beos  to  Apple.  That's  a  bold  move, 
given  the  bad  blood  that's  developed. 
But  Gassee  will  need  that  sort  of  chutz- 
pah— and  his  usual  durable  optimism — 
to  cany  him  through.  He  shows  no 
signs  of  giving  up.  "I  don't  understand," 
he  says,  "why  eveiyone  thinks  what  is 
now  is  what  will  be  tomorrow.  In  an 
industry  that  changes  as  fast  as  this 
one,  anything  can  happen." 

By  Peter  Burrows  in  Menlo  Park, 
Calif. 
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INSURANCE 


MOVING 
MOUNT  AETNA 

What  it  will  take  to  make  the  U.S.  Healthcare  merger  pay 

B 


ack  in  April,  flush  with  $4 
billion  in  cash  from  the  sale 
of  his  company's  propert\ 
casualty  unit,  Aetna  Inc. 


CEO  Ronald  E.  Compton  made  £ 
the  biggest  gamble  of  his  40-yeai-  W/- 
career.  He  shelled  out  a  nch  $8.9  'di^ 
billion  to  buy  U.  S.  Healthcare 
Inc.,  the  nation's  most  successful 
health-maintenance  organization, 
in  a  move  that  instantly  trans- 
formed Aetna,  a  laggard  insui'er, 
into  the  leading  player  in  the 
managed-care  industry. 

It  was  a  bold  stroke,  but  one 
with  considerable  risk.  Naysayers 
giumbled  that  Compton  was  pay- 
ing too  much  at  a  time  when  the 
HMO  industi-y  was  ab-eady  chilling 
from  its  once  feverish  growth. 
And  many  wondered  how  "Moth- 
ei'  Aetna's"  old-line  cultiu-e  would 
mesh  with  that  of  aggi-essive  U.  S. 
Healthcare,  whose  health-care 
membership  at  the  time  of  the 
merger  was  one  third  as  large  as  Aet- 
na's. But  Compton,  whose  five-year 
tenui'e  as  ceo  has  been  marked  by  re- 
lentless and  not  always  productive  re- 
strnctm-ing,  now  boasts  of  the  "transfor- 
mation" of  Aetna.  "Am  I  a  happy  guy,  is 
the  question,"  he  says.  "The  answer  is,  I 
am  a  very  happy  guy." 

Whether  his  happiness  is  warranted 
is  far  from  clear;  since  the  merger  only 
closed  in  July.  Compton  must  forge 
a  cohesive  whole  from  two  radicallv 


difieix-m  culluiv.s  whik'  al.-^(l  sharpening 
Aetna's  competitiveness  in  an  increas- 
ingly hostile  marketplace.  Wall  Street, 
at  least,  seems  impressed.  Merrill 
Lynch  &  Co.  analyst  Margo  L.  Vignola 
is  looking  for  1997  health-care  segment 
profits  of  $839  million  on  $12.06  billion 
in  revenues — S4%  over  anticipated  1996 
earnings  of  $625  million  on  $9.1  billion. 
Analysts  are  projecting  15%  earnings 
growth  going  forward  and  have 
set  a  yearend  target  of  $90  for  the 


stock — up  20%  fi'om  its  recent  $ 
And  Compton  has  a  clear  busin( 
plan:  U.  S.  Healthcare  is  now  runra 
Aetna's  health  business,  the  soui'ce 
two-thirds  of  its  revenues.  The  day- 
day  reins  of  the  business  are  in  1 
hands  of  foi-mer  U.  S.  Healthcare  exi 
Michael  J.  Cardillo  and  Joseph  T. 
bastianelli,  now  co-presidents  of  Aei 
U.  S.  Healthcare.  And  it's  the  U 
Healthcare  approach  to  the  busint 
with  its  cheaper  reimbursement 
providers,  heavy  reliance  on  inforr 
tion  technology,  and  focus  on  a  low  c 
structure,  that  is  being  grafted  o: 
Aetna's  larger  customer  ba 
"This  is  like  a  mairiage  of  Hy 
and  Days  Inn,"  says  Robert 
Natt,  president  of  Physici; 
Health  Services,  the  largest  y 
in  Connecticut.  Adds  Aetna  V 
Chaimian  Richard  L.  Huber,  \ 
was  brought  into  the  companj 
1995  to  revamp  its  strategy: 
we  get  it  halfway  right,  this 
going  to  be  a  pretty  awesoi 
major  player." 

BIG  KNIFE.  A  key  to  the  strat 
is  cost  cutting.  Aetna  told  i 
lysts  in  mid-January  that  r 
well  on  its  way  to  a  promi 
$300  million  in  savings  and  oj 
ating  improvements  as  the 
companies  merge  infonnation 
tems  and  personnel.  In  Octo 
Aetna  announced  it  would  lay 
4,400  of  its  33,700  workforce  c 
the  next  18  months,  and  too 
$275  million  restructuring  cha 
The  biggest  savings  will  C( 
fi-om  I'educing  the  number  of  custor 
service  centers  from  44,  41  of  wl 
were  Aetna's,  to  about  a  dozen.  An 
ditional  $60  million  is  expected  to 
saved  annually  from  converting  doc' 
and  hospitals  to  U.  S.  Healthcare's 
er  reimbursement.  "There's  a  Id 
overlap  between  the  networks,"  s  ^' 
Cardillo.  Providers  are  fearing 
worst.  "U.  S.  Healthcare  generally 
hospitals  25%  to  50%  less  than  v 
Aetna  was  paying,"  says  Herbert  W] 


] 


Challenges  Facing  the  New  Company  1 

CULTURE 

POWER 

STRATEGIES 

MARGINS  1 

Merging  two  different  cul- 
tures: Aetna  has  a  reputation 
as  a  cozy,  old-line,  high-cost 
company  U.S.  Healthcare, 
acquired  last  April,  is  an 
entrepreneurial  company 
vnth  a  penchant  for  low 
costs  and  high  margins. 

Sorting  out  power  relation- 
ships: Ronald  E.  Compton 
remains  CEO.  But  health- 
care, two-thirds  of  the  com- 
pany, is  run  by  Michael 
Cardillo  and  Joseph  Sebas- 
tianelli,  former  U.S.  Health- 
care executives. 

Melding  different  strategies: 
Aetna  has  focused  on  big 
accounts,  often  administer- 
ing companies'  self-insured 
health  plans.  U.S.  Healthcare 
executives  built  a  national 
franchise  of  small  to  medium 
customers. 

Hiking  margins:  Price  ir 
increases  will  be  tough  at  a  s 
time  when  employers  are  ttiE 
getting  increasingly  nervou  i". 
about  rising  medical  costs 
and  competition  in  the  ^• 
industry  is  fierce. 

DATA  BUSINESS  WEEK 
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oversees  managed-care  con- 
ting  at  Temple  University's 
th  center  in  Philadelphia, 
ardillo  and  Sebastianelli  are 
targeting  gi'owth.  They  have 
ited  Aetna's  direct  sales  force 
16%  and  are  eyeing  small  ac- 
itions,  such  as  the  one  an- 
iced  on  Jan.  27  of  Colorado's 
ntier    Community  Health 
IS.  The  aim:  to  expand  Aet- 
presence  beyond  its  existing 
tate  network.  Says  Robert 
y.  "I  am  very  skeptical  these 
)nal  systems  can  work." 
etna  also  hopes  to  raise  prices  to 
ioyers  by  some  3%  to  8%.  That  may 
sit  well  with  some  companies,  which 
!  enjoyed  favorable  pricing  in  the 
few  years.  "The  mai'ketplace  is  ulti- 
;ly  going  to  set  the  pricing  stnac- 
,"  says  J.  Randall  McDonald,  senior 
■president  for  human  resources  at 
Coi-p. 

ut  the  U.  S.  Healthcare  team  has 


POISED  FOR  A  LIFT? 

AETNA    ■  U  S  HEALTHCARE  ■  COMBINED  ESTIMATE 
12 

INCOME 


'95  '96  *  '97 
BILLIONS  OF  DOLLARS 


■95       '96*  '97 
A  BILLIONS  OF  DOLLARS 
96  NUMBERS  REFLECT  ONLY  FIVE  MONTHS'  CONTRIBUTIONS  OF  U.S.  HEALTHCARE 
DATA  AEINA/U  S  HEALTHCARE,  MERRILL  LYNCH  &  CO. 


proven  adept  at  reading  the  mai'ketplace 
before.  At  their  previous  employer, 
Cardillo  and  Sebastianelli  led  the  com- 
pany away  from  a  limited  product  offer- 
ing and  increased  the  number  of  hmo 
members  while  preserving  profits.  In- 
deed, in  1995,  U.S.  Healthcare  earned 
nearly  11?  on  the  dollar  while  Aetna 
earned  barely  4e  in  its  health-care  busi- 
ness. In  the  HMO  business  alone,  Aetna's 
expenses  consimied  16?  of  eveiy  dollai'  of 


revenue,  while  U.  S.  Healthcare 
was  under  12(2.  And  Aetna's  claim 
losses  ran  13%  higher 

Cardillo  and  Sebastianelli  be- 
lieve they  can  tap  U.  S.  Health- 
care's success  in  extracting  the 
best  deals  from  doctors  and  hospi- 
tals and  then  using  state-of-the- 
art  databases  to  match  patients 
and  theii"  health  problems  with  the 
most  efficient  care.  But  they  will 
have  to  do  this  at  a  time  when  in- 
tense competition  is  slashing  mar- 
gins in  managed  care.  The  indus- 
try must  also  cope  with  incr-eased 
legislative  oversight  because  of  patient 
complaints  that  hmos  are  focusing  on 
profits  at  the  expense  of  the  best  care. 

Nevertheless,  Compton  insists  Aet- 
na can  tiu'n  itself  into  a  national  health- 
care colossus.  Compton  will  be  seen  as  a 
hero  if  he  pulls  it  off.  If  he  doesn't,  he'll 
be  remembered  as  the  CEO  who  did  in 
Mother  Aetna. 

By  Tim  Smart  in  Hartford 


AT  TRAVELERS,  IT'S  TRIM,  TRIM,  TRIM 


Sometimes  it's  the  nickels  and 
dimes  that  matter  most.  When 
Travelers  Group  Inc.  bought 
.etna's  property  and  casualty  unit  in 
395  for  $4  billion,  Vice-Chairman 
lobert  I.  Lipp  noticed  the  thousands 

f  $58-a-month  bus   

asses  for  which 
etna  had  provided 
one-third  employ- 
'  subsidy.  Lipp 
lecked  to  see  how 
lany  of  the  2,500- 
us  passes  were 
5ed  by  Aetna 
Iks.  To  his  dismay, 
i  found  passes 

ere  being  sold  on  a  black  market. 
)day,  the  number  of  passes  has 
;en  cut  in  half  at  an  annual  savings 
$265,000. 

Then  there's  the  broken  fountain 
front  of  Travelers'  headquarters 
aza  in  downtown  Hartford.  It 
3uld  have  cost  $60,000  to  get  it 
ick  in  working  order,  but  Lipp  de- 
led to  have  it  filled  in  vdth  dirt 
id  landscaping,  saving  more  than 
0,000.  "There's  a  tree  out  there 
'  -w,"  says  Lipp,  "a  low-maintenance 

38." 

CHE  MARKETS.  Such  moves  are  the 
inagement  hallmarks  of  financier 
nford  I.  Weill,  Lipp's  boss,  the  ar- 
itect  of  an  extensive  consolidation 
the  insurance  industiy  that  includ- 
the  1993  purchase  of  Ti-avelers 


More  than  half  of 
promised  savings 
of  $300  million 
has  been  achieved 


and  the  subsequent  Aetna  deal. 
While  the  original  Aetna  has  refo- 
cused  around  health  care,  Weill  and 
Lipp  beheve  that  there  is  plenty  of 
money  to  be  made  by  buying  up 
property-casualty  companies,  focus- 

  ing  on  niche  markets, 

and  running  them 
more  efficiently. 

So  far,  the  strategy 
is  paying  huge  divi- 
dends. More  than  half 
of  promised  savings 
of  $300  million  over 
two  years  has  been 
acliieved,  largely 
through  staff  cut- 
backs, merging  duplicate 
service  centers,  and  cut- 
ting back  by  one-third 
the  number  of  cars  pro- 
vided workers.  Analysts 
expect  that  the  combined 
company's  operating  in- 
come will  rise  more  than 
25%  over  the  $802  million 
earned  in  1996.  Much  of 
that  gain  will  be  real- 
ized through  expense 
reductions,  since  cut- 
throat pricing 


LIPP:  The  CEO 

keeps  an  eye 
on  costs — 
right  down  to 
bus  passes 


precludes  premium  hikes. 

Weill  and  his  crew  have  also  taken 
steps  to  strengthen  the  company. 
They've  boosted  reserves  by  more 
than  $1.5  bilhon,  bringing  them  to  a 
level  4.02  times  capital,  which  indus- 
try analysts  view  as  well  reserved. 
And  they  aim  to  reduce  the  costs  of 
claims — the  loss  ratio  stands  at  77%, 
compared  with  the  industiy  norm  of 
79%.  To  do  this  they  have  increased 
deductibles,  chosen  not  to  renew 
some  policies,  and  bought  more  rein- 
surance. Lipp  is  targeting  undeinviit- 
ing  improvement  through  better 
management  of  risks  such  as  huni- 
canes.  Aetna  in  the  last  couple  of 
years  lost  more  than  $3  for  every  $1 
Travelers  did.  "They  did  take  some 
major  exposiu'es  in  the  commercial 
area,"  says  Lipp,  adding,  "I'd 
rather  sleep  at  night." 

Lipp  confiiTOs  analysts'  expecta- 
tions that  the  Ti'avelers  Group 
will  continue  to  grow 
through  acquisition.  "If 
you  buy  them  right  and 
run  them  right,  there's 
good  retiu'ns,"  he  says. 
In  an  industry  rife 
with  under}3erfoiTning 
companies,  there  will 
be  no  shortage  of 
candidates  for  the 
Ti'avelers'  ti'eatment. 
By  Tim  Smart  in 
Hartford 
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COMMODITIES 


WHATEVER  VOODOO  HE  USES, 
IT  WORKS' 

Trader  Victor  Niederhoffer  is  as  eccentric  as  he  is  contrarian 

To  many  in  the 
somewhat  esoteric 
business  of  trading 
commodities,  Victoi' 
Niederhoffer  is  regai'ded 
as,  well,  eccentric.  The 
words  "odd"  and  "bi- 
zarre" even  come  up 
occasionally. 

Take  the  National 
Enquirer.  For  Nieder- 
hoffer, it's  a  research 
tool.  "The  only  newspa- 
per I  read,"  he  claims. 
Want  to  know  where 
soybean  prices  are  go- 
ing? On  the  same  repe- 
titious course  as  the 
Moonlight  Sonata,  says 
Niederhoffer,  who  bases 
at  least  part  of  his  trad- 
ing on  the  relationshijj 
between  commodity 
price  movements  and 
Beethoven's  musical  scores.  As  for  easy 
pickings  in  the  marketplace,  watch  for  a 
"LoBagola."  That's  the  trading  pattern 
Niederhoffer  named  after  an  African 
waiter  who  noticed  how  elephants  tram- 
pling a  village  exit  by  the  same  path 
they  entered — like  panicky  speculators 
in  fast-moving  markets. 
RIPPLES.  If  Niederhoffer's  theories  are 
off  the  wall,  he  does  a  very  good  job  of 
compensating.  Niederhoffer  Investments 
Inc.  has  compiled  an  unusually  long, 
successful  track  record  for  a  futures- 
fimd  managei- — a  32%  compound  annual 
retui'n  since  1982.  Now,  he's  planning 
to  expand  his  public  funds  well  beyond 
their  present  level  of  .$125  million. 

Although  Niederhoffer  peruses  the 
National  Enquirer  for  insights  into  in- 
vestor sentiment,  he  also  uses  less 
provocative  trading  methods.  Nieder- 
hoffer makes  money  by  finding  small 
anomalies  in  the  day-to-day  ripples  of 
markets  for  everything  fi-om  cuiTencies 
to  coffee.  He  uses  a  statistical  model  to 
reveal  how  movement  in  one  market 
might  influence  another,  .such  as  sugar 
affecting  the  price  of  soybeans. 

Most  important,  Niederhoffer  is  an 
inveterate  contrarian.  He  feeds  off  pan- 


professorship  at  the  University  of  Ci- 
fornia  at  Berkeley.  His  transition  c 
full-time  trader  is  ehi'onicled  in  a  iv 
autobiography.  The  Education  <;/ 
Speculator.  "By  paying  attention  to  .t 
little  things,  the  nitty-gritty,  the  hii- 
drum  things  in  hfe,"  he  says,  "you 
come  a  gi'eat  speculator." 

Soros  pegged  him  as  a  winner  i-: 
on.  Their  business  ties  gi'ew  into  frif 
sliip  in  1985,  when  Niederhoffer,  win  i 
he  was  hitting  a  bad  stretch,  voknit.i 
returned  the  financier's  money  wit 
healthy  profit.  He  did  the  same  in  1! 
"Veiy  miusual  for  a  fimd  manager,"  m 
Soi'os.  "It  basically  .shows  his  integii. 
BLOWOUT?  While  nearly  three-fouib 
of  liis  trades  make  money,  Niedevl  m  i 
says,  the  rest  can  be  brutal:  Wheii 
yen  soai'ed  in  Mai'ch,  1995,  he  was  (1( 
as  much  as  35%.  Some  industry  i 
believe  Niederhoffer's  contrarian  si 
puts  him  at  risk  of  a  blowout.  'It 
matter  of  time  before  something  u 
wrong,"  warns  Frank  J.  P''rani;iI^ 
Monroe  Capital  in  Chicago.  Yet  Nii  ( 
hoffer  has  shown  a  knack  for  reboi 
ing  from  losses.  "Whatever  voodnc 
uses,  it  works,"  marvels  Timoth.\ 
Horne,  chairman  of  Watts  Indusl 
Inc.  and  a  customer  since  1982. 


By  paying  attenti(l» 
to  the  little  things, 
the  nitty-gritty,  the  humdrum  things  in  life 
you  become  a  great  speculator  f  f 


ic,  making  short-term  bets  when  prices 
get  fi'othy.  He  condemns  the  common 
strategy  of  trend-following,  which  helped 
make  his  buddy  George  Soros  super- 
rich.  "A  delusion,"  he  declares.  Tiying  to 
read  the  futiu'e  in  chait  patterns  doesn't 
work,  either.  "Deception,"  he  insists. 
And  when  forces  outside  the  natural 
order  intervene  in  the 
markets,  watch  out.  "I 
think  of  governments  as 
if  they're  run  by  a  pi-o- 
fessional  criminal  class, 
taking  from  one  set  of 
pockets  and  putting  into 
another,"  he  says. 

The  53-yeai--old  ti-ader 
came  by  his  unusual  the- 
ories via  a  blue-cliip  edu- 
cation: squash  champ  at 
Harvard,  finance  doctor- 
ate at  the  University  of 
Chicago,  and  an  assistant 


CRAZY  LIKE  A  FOX 

NIEDERHOFFER'S  PERFORMANCE 


▲  ANNUAL  RATES  OF  RETURN,  ARER  FEES 
DATA:  BARCLAY  TRADING  GROUP  LTD. 


VICTOR  NIEDERHOFFE 


One  example  happened  on  Dec, 
When  the  Standard  &  Poor's  500-s 
index  was  moving  against  his  big 
tions  position,  Niederhoffer  dashed 
of  the  trading  room  in  his  spraw 
Connecticut  home.  He  trotted  thr( 
hallways  crammed  floor  to  ceiling 
art,  past  the  indoor  squash  ec 
seashell  display,  ani 
brary  of  classic  first 
tions,  out  the  door 
into  the  chilly  drizzl 
a  jog.  "Sometimes,  1 
ing  at  a  screen  doi 
help  you,"  he  expL 
Down  $14  milHon  v 
he  took  his  jog,  Nie 
hoffer  stayed  with 
trade  and  eventi 
made  $5  million.  Odd 
what? 

By   Greg  Buriu 
Weston,  Conn. 


102  BUSINESS  WEEK  /  FEBRUARY  10,  1997 


SPECIAL  ADVERTISING  SECTION 


jsiness  Week  and  The  Association  of  American  Chambers 
Commerce  in  Latin  America  (AACCLA)  present 

rhe  Business  Future 
)f  the  Americas 


io  Paulo,  Brazil  -  "We  have  freed  ourselves  from  the  vims  of  inflation,"  says 
raziPs  Vice-President  Marco  Antonio  O.  de  Maciel,  "and  embarked  on 
lie  growth  and  development.  Growdi  with  inflation  is  not  true  development 
it's  only  adding  zeros."  Frank  honesty  about  the  past,  pride  at  recent 
ogress,  and  a  thrilled  optimism  about  the  future  characterized  this  year's 
isiness  Future  of  the  Americas  conference,  the  premier  business-to-business 
thering  of  Latin  America  and  the  Caribbean. 

It's  the  Leadership:  Snnart 

"Life  is  so  much  better  now,"  says  Planning 
Minister  Antonio  Kandir,  "and  it  is  all  hap- 
jjening  because  inflation  has  been  controlled 
at  last."  The  end  of  Latin  America's  signature 
hyperinflation  is  the  central  phenomenon  of 
change  sweeping  the  region.  In  Brazil,  where 
one  of  the  most  successhil  economic  plans  has 
been  put  into  effect,  the  results  are  nothing 
short  of  astounding.  "Up  to  1993,"  says 
Minister  Kandir,  "Brazil  had  about  $1  billion 
in  direct  foreign  investment,  hi  the  past  12 
months  alone,  we  have  already  seen  $7.5  billion 
dollars  of  new  foreign  investment,  and  in  1997 
the  number  may  exceed  $10  billion." 

Today's  Latin  American  leader  is  a  person 
who  understands  the  abyss,  who  knows  from 
decades  of  experience  what  doesn't  work, 
what  policies  will  surely  lead  to  disaster.  Latin 
America  has  been  there,  done  that,  and  doesn't 
ever  want  to  do  it  again. 


e  have  freed  ourselves  from  the 
IS  of  inflation." 

>  Marco  Antonio  O.  de  Maciel 

President 
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"Life  is  so  much 
better  now." 

Hon.  Antonio  Kandir 

Minister  of  Planning 
Brazil 

Hosted  by: 

The  American  Chamber  of 
Commerce  for  Brazil-Sao 
Paulo 

III  Association  With: 
Ainway  do  Brasil 

Banco  cle  Boston 

The  Pnncipal  Financial 
Group " 

Toshiba  America 
Information  Systems,  Inc. 
(Electronic  Imagnij>; 
Division) 

And  With  th(  Support  of: 
Coca-Cola  (S]ial  Panainc(j) 

Lucent  Technologies 

Multibras,  S.A., 
Electrodomesticos 

United  Distillers  do 
Brasil,  Ltda. 

'This  ifport  prepared  by 
Scott  Shicsler,  Coiisidtiiig 
Editor,  Business  Week 
Execntwe  Programs.  Scott 
al.so  served  as  Moderator  at 
Tlie  1996  Business  Week/ 
AACCLA  Business  Future  of 
tlie  Americas  conference. 


AACCLA 
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The  Business 
Future  of 
the  Americas 


"Be  assured:  we 
will  not  give  up." 

Hon.  Pedro  Malan 

Minister  of  Finance 
Brazil 


"Latin  America's  regional  crises  have  fun- 
damentally been  runs  on  the  local  ciurency, 
says  Luis  Viada,  regional  head  for  Standard  8c 
Poors  Ratings  Group.  "Cycles  of  high  inflation 
and  steep  devaluation  leave  local  currencies 
vubieralile  to  sudden  aljandonment  by  investors. 
Recognizing  this,  many  governments  in  Latin 
America  tried  to  stabilize  their  currencies  by 
anchoring  the  exchange  rate  to  a  band  or 
specific  parity.  This  worked  well  in  Mexico  - 
until  policymakers  decided  to  correct  their 
current  account  deficit  with  a  1 5%  devaluation. 
We  all  remember  how  the  fears  of  investors 
turned  Mexico's  15%  adjustment  into  a  40% 
freefall  with  aftershocks 
felt  across  the  region." 

That  Was  Then, 
This  Is  Now 

With  those  lessons 
behind  them,  Viada 
points  out  that  Latin 
America's  financial 
jiolicymakers  now 
display  "a  tremendous 
reluctance  to  openly 
tlefend  the  exchange 
rate.  Virtually  all  of 
Latin  America  has 
shifted  to  a  new  strat- 
egy: maintenance  of 
strict  fiscal  discipline 
to  keep  inflation  firmly  under  control.  Having 
successRiUy  broken  the  back  of  hyjjerinflation 
they  now  display  an  almost  obsessive  commit- 
ment to  preventing  any  recurrence  of  the 
inflation/devaluation  cycle."  As  a  result, 
confidence  and  prosperity  are  rising  strongly. 

The  only  threat  to  this  bright  picture 
apjjears  to  be  Latin  America's  other  great 
recent  achievement:  democracy.  The  people 
of  this  region  are  used  to  populist  programs 
based  on  deficit  spending,  and  there  are 
politicians  within  these  strengthening  democ- 
racies who  if  elected  could  threaten  economic 
reform.  "Remember  Sociology  101,"  says 
Viada,  "rising  prosperity  brings  rising  expec- 
tations. People  want  their  fair  share."  The 
new  policies  bring  immediate  benefits  to 
many,  but  others  first  experience  a  period  of 
dislocation,  as  government  downsizing  results 
in  job  cuts.  "At  this  stage,"  says  Viada,  "politi- 
cal opportunists  and  demagogues  can  make 
life  very  difficult  for  Latin  America's  newly 
prudent  policymakers." 


Difficult  Policies,  Difficult 
Policymakers 

To  face  down  all  such  devils  before  they  dar 
raise  their  voices,  more  and  more  countries  j 
spawning  tough,  visionary  leaders  like  Brazi 
President  Fernando  Henrique  Cardoso,  and  1 
ferocious  Minister  of  Finance,  Pedro  Malan 
"Look,"  says  Malan,  "1996  is  closing  with 
inflation  in  the  vicinity  of  10%.  We  used  to  ha 
that  much  inflation  in  a  week.  We  have  not 
achieved  this  in  this  country  in  40  years.  Th 
1997  independent  estimates  are  for  one-digi 
inflation,  with  a  repeat  performance  in  '98." 

"Be  assured:  we  will  not  give  up,"  Malan 
avers.  "This  is  a  permanent,  ongoing,  daily 
battle,  to  which  we  are  dedicated  because  it 
benefits  the  vast  majority  of  the  population, 
the  past  two  years,  four  months,  and  14  days 
the  basic  grocery  list  of  the  average  Brazilian 
increased  just  2%  in  price.  This  is  an  enormo 
expansion  of  the  buying  power  of  the  Brazili 
working  class.  Inflation  control  has  deep  so< 
meaning  for  us.  I  repeat:  we  will  not  give  up. 

"Does  our  fight  against  inflation  mean  thi 
economy  wifl  not  grow?  No;  there  is  no 
incompatibility  between  inflation  control  am 
sustamed  growth.  Anyone  who  insists  that 
control  of  inflation 
means  no  growth  is  an 
ignorant  person,  an 
ill-informed  person, 
a  person  with  evil 
intentions,  a  person 
who  is  opportunistic, 
disingenuous,  silly, 
mistaken,  and  a  liar.  In 
short,  this  is  a  person 
who  is  politicking." 

MERCOSUL 
Spells  Trade 


"MERCOSUL 
Is  functioning 
as  an  export 
and  globalizatio 
training 
mechanism." 


Hon.  Luiz  Felipe 
Lampreia 

Minister  of 
External  Relations 
Brazil 


However  you  spell  it 
MERCOSUL  in  Portu- 
guese, MERCOSUR  in 
Spanish  -  the  'Common 
Market  of  the  South'  is 
spefling  vast  increases 
in  intraregional  trade 

among  its  four  members,  Brazil,  Argentina, 
Uruguay,  and  Paraguay,  and  its  two  associate 
members,  Chile  and  Bolivia.  Brazil's  Foreigr 
Minister  Luiz  Felipe  Lampreia  told  The 
Business  Future  of  the  Americas  conference 
of  MERCOSUL  trade  volume  increases 
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k  U.S.  President's  Commitment  to  Latin  America 


President  Clinton  sent  Counselor  to  the  President  and  former  White  House  Chief  of 
Staff  Thomas  F."Mack" McLarty  to  the  Business  Week/MCCLA  Business 
Future  of  the  Annehcas  conference  to  ennphasize  his  administration 's  commitment 
to  a  general  U.S.  re-engagement  with  Latin  America  during  his  second  term.  A  few 
days  after  the  conference  President  Clinton  took  the  further  step  of  naming 
McLarty  Special  Envoy  for  the  Americas. 

"Part  of  the  driving  force  behind  the  good  econonnic  news  from  the  U.S. 
is  our  export  performance,  and  our  trade  with  Latin  America  is  leading  the 
way,"  says  McLarty.  "Twelve  month  U.S.  exports  to  this  region  will  exceed 
$  1 00  billion.  By  20 1 0  exports  will  reach  $240  billion  per  year,  more  than  our 
exports  to  the  European  Union  and  Japan  combined. 

"So  the  President's  active  Latin  American  trade  agenda  in  his  first  term  was 
no  accident.  He  has  given  these  matters  a  lot  of  thought.  President  Clinton  is 
ledicated  to  trade  expansion.  He  sees  it  as  a  key  component  of  our  foreign  policy.  Trade  is  not  a  ques- 
ion  of  partisan  politics  or  political  advantage.  It  is  about  economic  and  national  security.  The  president 
^ho  brought  NAFTA  to  Congress,  completed  the  Uruguay  Round,  convened  the  Summit  of  the 
kmericas,  forcefully  advocated  open  hemispheric  trade  with  a  specific  timeline,  you  may  be  assured  is 
president  who  will  continue  to  show  the  trade  leadership  in  his  second  term  that  we  all  came  to 
xpect  in  his  first." 

President  Clinton  will  travel  to  Argentina,  Brazil,  and  Mexico  this  year. 


'homas  F.  "Mack" 
IcLarty 

Counselor  to  the  President 
nd  U.S.  Special  Envoy  for 
16  Americas 


)roaching  350%.  "MERCOSUL  is  fanction- 
as  an  export  and  globalization  training 
chanism,"  says  Minister  Lampreia,  "in  that 
i  helping  companies  learn  and  adapt  to  the 
ntality  and  quality  demands  of  a  broader 
'ket,  eventually  a  world  itiarket.  MERCOSUL 
very  eflective  first  rung  of  international 
ansion  for  Brazilian  businesses." 
yVhile  some  MERCOSUL  companies  are 
3ring  the  international  market  for  the  first 
e,  others  are  already  thriving  there,  often  in 
irtnersliip,  subsidiary,  or  supply  aiTangement 
1  foreign  firms.  "We  now  do  much  of  our 
duct  development  for  Latin  America  here 
Irazil,"  says  P.  Daniel  Miller,  executive 
-president,  Latin  America  for  Whirlpool 
)liance  Group. 

'GM  do  Brasil  is  considered  within  General 
;ors  the  leader  in  manufacturing  flexibility 
product  development,"  says  the  company's 
lident  and  managing  director  Mark  Hogan. 
A  teams  from  all  over  the  world  come  to 
us  here  in  Brazil  to  see  how  we  do  it." 
Countries  here  in  the  Southern  Cone  are 
e  progressive  in  their  management  of  the 
trie  power  sector  than  the  nations  of  North 
;rica,"  says  Edwin  Lupberger,  chairman 
tCEO  of  Entergy  Corporation  and  chairman 
£  board  of  the  U.S.  Chamber  of  Commerce. 
I  are  the  global  pacesetters  in  taking  power 
I  out  of  the  regulated  erwironment,  and 
is  an  enormous  asset  to  the  region.  We 


recognize  Latin  America  as  a  world  class 
situation,  robust,  and  a  market  that  will  sustain 
the  type  of  growth  Entergy  seeks." 

Millions  of  Brazilians 

The  most  exciting  thing  about  MERCOSUL  is 
the  size  of  the  market,  and  die  new  low- inflation 
environment  that  is  making  this  huge  region 
blossom  as  never  before.  But  as  the  multiple 
speUings  of  its  name  hint,  MERCOSUL/ 
MERCOSUR  and  the  rest  of  Latin  America 
are  not  one  homogeneous  market.  Consumer 
proclivities  vary  greatly  and  foreign  strategic 
templates  do  not  apply.  "We  believed  we  could 
be  successflil  on  the  basis  of  the  proud  name  of 
Toshiba,"  says  Brian  Merriman,  vice-president 
of  Toshiba  America  hiformation  Systems.  "We 
were  grossly  incorrect.  Decades  of  protectionist 
isolation  mean  that  the  power  of  your 
global  brand  name  is  not  enough  to  win 
in  Latin  America." 

"In  this  part  of  the  world,  every  business 
is  a  'people  business,'  says  Camilo  J.  Salazar. 
vice-president  for  Principal  International,  Inc. 
"Communication  is  paramount.  Communicate 
yoiu'  vision.  Communicate  your  values.  The 
cultural  gap  can  be  bridged  only  at  the 
personal  level." 

"It  is  a  iiigh-touch'  part  of  the  world,"  says 
the  South  America  sales  director  of  AMWAY, 
Michael  Norris.  "Do  as  much  as  you  can  in 


The  Business 
Future  of 
the  Americas 


"Latin  America 
demands  multiple, 
unique  country 
strategies." 

Brian  Merriman 

vice-president  and 
general  manager. 
Electronic 
Imaging  Division, 
Toshiba  America 
Information  Systems,  Inc. 


"in  this  part  of 
the  world,  every 
business  is  a 
'people  business.'" 

Camilo  J.  Salazar 

vice-president. 
Principal 

International,  Inc. 
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"It  is  a 'high- 
touch'  part  of 
the  world." 

Michael  Norris 

director, 

South  American  sales 
and  marketing, 
AMWAY  Corporation 


"The  way  to  end 
poverty  is  to  let 
private  enterprise 
invest  and  create 
wealth." 

Henrique  de  Campos 
Meirelles 

president  and  COO 
BankBoston; 
president,  American 
Chamber  of  Commerce 
in  Sao  Paulo,  Brazil 
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You  Can  Help  Create  The  Next  Free  Trade  Agreement 

The  next  step  In  the  liberalization  of  world  trade  will  be  a  gigantic  free  trade 
agreement  encompassing  "the  Yukon  to  Tierra  del  Fuego,"  In  President 
George  Bush's  famous  phrase.  It  Is  called  The  Free  Trade  Area  of  the 
Americas,  and  according  to  AACCLA  President  Jaak  Rannik,  "every  business 
leader  should  get  active  in  the  FTAA  process  right  now." 

"The  FTAA  structure  Is  currently  being  written,"  explains  Jose  Augusto 

of  Industry.  "Business  involvement  is  vital."  The  way  for  Individual  businesses 
to  influence  the  FTAA  Is  through  the  America's  Business  Forum,  set  for 

Belo  FHorizonte,  Brazil  in  May.  Virtually  every  trade  minister  in  the  hemisphere 
will  be  there  for  the  simultaneous  Third  FHemispheric 
Trade  Ministers  Meeting.  The  two  gatherings  will 
|oin  in  a  special  session  of  public/private  brain- 
storming on  the  content  of  the  future  FTAA. 

"Trade  agreements  provide  the  predictability 
that  small  and  medium  sized  businesses  like  mine 
need  to  be  Internationally  competitive,"  says 
Larry  A.  Liebenow,  president  of  Quaker  Fabric 
Corporation,  a  Massachusetts  employer  of  1 ,650 
textile  workers.  Quaker  used  NAFTA  to  increase 
Its  sales  to  Canada  and  Mexico  by  240%,  and  looks 
forward  to  a  repeat  performance  further  south, 
via  the  FTAA. 


"It  is  vital  for  the 
private  sector  to 
be  involved." 

Jose  Augusto 
Coelho  Fernandes 

executive  director. 
Brazilian  National 
Confederation  of 
Industry  (CNI) 


1^ 

"We  can  make 
the  Americas  the 
first  hemisphere 
with  no  barriers 
to  trade  and 
investment." 


So  What's  The  Problem? 

"It  is  disturbing,"  says  Ambassador  Everett  Ellis 

Briggs,  president  of  the  Council  of  the  Americas, 
"that  more  than  50%  of  the  American  electorate 
thinks  free  trade  is  not  a  good  idea.  We  have  some 
communicating  to  do." 

"Speak  out  In  your  community  on  this,"  urges 
Willard  Workman,  vice-president  International 
Division,  U.S.  Chamber  of  Commerce,  "and  don't  just 
preach  to  the  choir  Preach  to  those  who  oppose  free  trade.  Protectionism  is 
always  lurking.  We  must  all  fight  this  battle  constantly." 

For  information  on  business  involvement  in  the  FTAA  process  and  the 
second  Summit  of  the  Americas,  go  to  www.reihnet.com  or  www.alca.com.br 


Jaak  Rannik 

president. 
The  Association  of 
American  Chambers  of 
Commerce  in  Latin 
America  (AACCLA) 


"Millions  of 
U.S.  jobs  are 
dependent  on 
Latin  American 
trade.  Speak  out!" 

Willard  A.  Workman 

vice-president, 
International  Division, 
U.S.  Chamber  of 
Commerce 
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persoii-to-person  interface.  Eveiything  is  a 
personal  relationship.  Every  purchase  is  an 
emotional  purchase." 

For  the  companies  and  executives  active  in 
this  booming  part  of  the  world,  the  daily 
experience  of  involvement  in  its  remarkable 
change  is  an  equally  emotional  exjjerience. 
"This  region  has  moved  from  evolution  to 
revolution,"  says  Dow  Latin  America  president 
Luciano  Respini.  "If  you  compare  it  to  other 
continents  you  will  find  the  change  coming 
much  more  rapidly  here." 

"Latin  American  countries  have  a  history  of 
trying  to  end  poverty  through  government  hand- 
outs," recalls  Henrique  de  Campos  Meirelles, 


president  of  BankBoston  and  current  preside 
of  the  American  Chamber  of  Commerce  in  S 
Paulo,  Brazil.  "Today,  Brazil  and  most  other 
countries  in  Latin  America  see  that  die  way  t( 
end  poverty  is  to  let  private  enteqjrise  invest  it 
and  create  wealth.  There  is  a  new  realism  ar  ' 
a  new  determination  to  come  to  grips  with  ( 
problems,  and  solve  them.  I  am  immensely  ^ 
optimistic."  > 
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nsideWall  Street 


f  GENE  G.  MARCIAL 

lOW  JONES:  A 
IRIGHTER  GLARE 

I  mid  the  great  bull  mai'ket,  shares  of 
I  Dow  Jones  (dj),  publisher  of  The 
all  Street  Journal  and  Barron's,  have 
len  shut  out  of  the  party.  The  stock 
IS  been  locked  within  the  30  to  40 
nge  since  1988.  Most  analysts  have 
iwngraded  their  rating  of  the  stock, 
iw  at  38,  based  on  lower  earnings 
ejections  over  the  next  two  years. 
Enter  the  undaunted  value  investors 
id  hardball  hedge-fund  players.  One 
them  is  money  manager  Michael 

VALUE  BUY 


EARNINGS 
PER  SHARE 

1998  Est 

$1.44 

1997  Est 

$1.31 

1996* 

$1.87 

1995" 

$1.96 

AUG.  5,  '96  )AN  29,  '97 

,  DOLLARS  'EXCLUDES  ASSET  SALES  GAIN 

DATA:  BLOOMBERG  FINANCIAL  MARKETS.  FIRST  CALL  CORR 

ice,  who  runs  the  Franklin  Re- 
irces  Mutual  Shares  Fund.  He  accu- 
lated  just  under  5%  of  Dow  Jones's 
million  shares  in  recent  weeks. 
"There  is  tremendous  value  in  Dow 
les,"  Price  says,  adding  that  the 
sk-reward  ratio  is  very  good."  He's 
ermined  to  push  management  and 
controlling  shareholders  into  tak- 
steps  to  boost  the  soggy  stock, 
e  always  favor  managements  that 
,  rig  about  a  stmcture  that  provides 
ue  to  shareholders,"  he  adds.  Price 
5  the  force  behind  the  move  that 
.hed  Chase  Manhattan  into  merg- 
vAth  Chemical  Bank. 
>iit  there  is  another  aspect  to  the 
.V  Jones  story:  Some  money  man- 
rs  say  that  Reuters  Holdings,  the 
yd\  news  and  information  company 
ed  in  London,  has  sent  feelers  to 
V  le  of  the  controlling  dj  shareholders 
ut  their  interest  in  a  merger,  joint 
ture,  or  an  outright  sale  of  Dow 
es.  Reuters,  a  direct  competitor  of 
V  Jones  in  global  electronic  news, 
)hasized  in  its  feelers  that  it  won't 
anything  hostile,  says  one  invest- 
it  banker.  Reuters  says  it  is  always 


looking  at  opportunities  but  never  com- 
ments on  them. 

Price  says  "there  ai'e  many  companies 
around  the  world  that  would  love  to 
look  constiuctively"  at  Dow  Jones  and 
to  get  a  chance  to  do  what  should  be 
done  to  improve  returns.  Price  has  yet 
to  meet  with  management  or  the  board. 

Price  says  Dow  Jones's  plan  to  in- 
vest $650  miUion  in  its  Telerate  unit,  a 
worldwide  provider  of  financial  infor- 
mation, over  three  years  is  a  huge 
amount  that  deserves  closer  scrutiny. 
Telerate,  which  has  been  a  drag  on 
Dow  Jones's  earnings,  has  been  losing 
market  share  to  Reuters  and 
Bloomberg,  another  provider  of  elec- 
tronic news  and  financial  information. 

Management's  plan  to  put  more 
money  in  Telerate  "should  be  measiu'ed 
against  how  much  such  an  investment 
would  return  after  three  years — and 
against  other  options  that  may  well 
provide  better  retiuTis  for  Dow  Jones." 
It's  a  "simple  economic  te.st"  in  justi- 
fying that  kind  of  risk,  Piice  says. 

Behind  the  heat  on  Dow  Jones  is 
dissatisfaction  among  some  of  the  heu-s 
of  the  Banci'oft  family,  who  control  70% 
of  the  voting  power.  As  reported  re- 
cently in  FoHune,  one  of  the  heu's,  32- 
year-old  Elizabeth  Goth,  is  dismayed 
with  the  stock's  perfoiTnance.  Another 
heu',  William  Cox  HI,  has  also  pubhcly 
expressed  unhappiness  over  the  poor 
performance.  Cox  and  Goth  couldn't  be 
reached.  Dow  Jones  dechned  comment. 


A  BAHERY  MAKER 
RUNS  LOW 

It  looks  like  Exide  (ex),  a  major  pro- 
ducer of  automotive  and  industrial 
batteries,  may  need  a  power  battery  of 
its  own.  The  stock  has  plunged  more 
than  50%  fi-om  its  1995  high.  The  stock, 
at  20  on  Jan.  29,  "could  still  plunge  to 
as  low  as  12,"  warns  an  investment 
manager  in  Mills  Valley,  Calif.  What's 
"Wfong?  Analyst  Darren  Kimball  of  Sa- 
lomon Brothers  warns  that  the  "profit 
shoi'tfall  from  the  weakness  in  Exide's 
North  American  battery  business  will 
be  more  pronounced  than  previously 
thought."  So  he  has  reduced  his  earn- 
ings estimates  accordingly. 

Kimball  also  says  that  eaiTiings  could 
fall  below  his  already  reduced  esti- 
mates. He  has  cut  his  estimate  for  the 
year  ending  Mar.  31,  1997,  fi'om  $1.40  a 
"share  to  $1.10,  and  fi-om  $2  to  $1.70 
for  fiscal  1998. 

He  notes  that  Exide,  which  markets 


its  products  to  merchandisers,  auto 
supply  chains,  and  wholesale  distribu- 
tors, ■will  lose  one  big  customer — Mont- 
gomei'y  Ward,  a  major  domestic  bat- 
tery retailer,  in  April. 

Alan  Gauthier,  Exide's  chief  financial 
officer,  says  Kimball  is  "all  "wi-ong."  He 
insists  that  Exide  is  "doing  well  in  to- 
tal," contrary  to  the  claims  of  the 
bears.  He  adds  that  shipments  to 
Montgomery  Ward  aren't  very  signifi- 
cant to  overall  sales.  And  Gauthier  is 
confident  that  Exide's  contract  with 
Sears  Roebuck,  which  expires  in  Sep- 
tember, will  be  renewed. 


EHRA,  EHRA, 
READ  ALL  ABOUT  IT 

The  big  newspaper  stocks  have  been 
quite  hot  of  late,  but  now  interest  is 
spreading  to  the  smaller  publishers. 
Analyst  Susan  Decker  at  Donaldson, 
Lufkin  &  Jem-ette  Securities  is  high 
on  little-known  HoUinger  International 
(HLR),  a  publisher  of  newspapers  in  the 
U.S.,  Britain,  Australia,  Canada,  and 
Israel.  Among  the  131  daily  newspa- 
pers it  turns  out  are  the  Chicago  Sun- 
Times,  the  Daily  Telegraph,  and  the 
Morning  Sydney  Herald.  "It's  the 
most  attractive  stock  in  our  publish- 
ing and  printing 


PACKED  WITH 
GOOD  NEWS 


universe,  says 
Decker.  Ti-ading 
at  11,  the  stock 
offers  further  up- 
side potential  of 
at  least  30%.  over 
the  next  12 
months,  she  says. 

Controlled  by 
British  media 
magnate  Conrad 
Black,  Hollinger 
has  been  in  an  ac- 
quisitive mode 
lately.  It  is  enter- 
ing a  period 
where  it  will  be 
able  to  significantly  improve  returns 
fi-om  its  recently  acquired  assets  and 
its  core  business,  says  Decker,  who 
adds  that  Hollinger  will  benefit  gi-eatly 
from  the  sharp  drop  in  newsprint 
prices.  So  Decker  sees  earnings  jump- 
ing to  55(2  a  share  in  1997  fi'om  an  es- 
timated 27^  in  1996. 

Investment  manager  Seth  Ghcken- 
haus  took  a  big  stake  in  Hollinger  Ditto 
Bill  Priest,  co-head  of  bea  Associates, 
who  thinks  Hollinger  is  the  best  pui'e 
play  in  global  news-media  investing. 
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COMIVIENTARY 

By  Peter  Coy 

ARE  FLAT  RATES  GOOD  BUSINESS? 


Last  December,  America  Online 
Inc.  decreed  that  there  is  a  free 
kmch.  For  $19.95  a  month,  it 
promised  to  twn  off  the  metei' 
and  let  customers  spend  unhmit 
ed  time  online,  no  questions 
asked.  Perhaps  predictably, 
some  subscribers  stayed  con 
nected  for  hours,  even  days. 
The  network  was  quickly 
ovei^whelmed.  Frustrated  at 
being  unable  to  log  on,  cus- 
tomers have  since  filed  at 
least  eight  lawsuits. 

Executives  at  AOL  insist 
that  flat-rate  pricing  works. 
They  say  they  can  eliminate 
the  congestion  by  spending 
$350  million  on  equipment.  And 
they  predict  that  in  the  long  ran, 
the  increased  traffic  will  pay  off  in 
higher  revenue  from  advertising  and 
transactions.  For  now,  though,  they're 
losing  a  battle  with  theu"  own  cus- 
tomers. CEO  Stephen  M.  Case  has 
been  reduced  to  pleading  with  them 
to  curtail  their  usage  during  peak 
hours  "dui-ing  this  transitional  period." 

AOL  isn't  the  only  company  that  has 
flirted  with  flat  rates  (table).  Under 
the  right  cu'cumstances,  flat-rate  pric- 
ing can  please  customers  and  plump 
profits.  The  trick,  though,  is  to  figure 
out  what  those  cu-cumstances  are. 
ROUND  THE  CLOCK.  Principle  No.  1  is 
to  save  flat  rates  for  products  or  ser- 
vices for  which  there's  a  natui'al  limit 
to  demand — like  all-you-can-eat  salad. 
Or  bus  trips.  With  a  three-week  ad- 
vance pmx-hase.  Greyhound  Lines  Inc. 
charges  $59  for  a  one-way  trip 
anywhere  in  the  lower  48 
states.  It  can  get  away  viith 
this  because  few  people  have 
the  fortitude  for  a  cross-country 
journey  by  bus.  In  contrast,  de- 
mand for  keeping  an  online  con- 
nection "nailed  up"  is  close  to 
inexhaustible,  at  least  for  those 
customers  who  have  a  phone 
line  dedicated  to  the  computer 
and  aren't  paying  theu*  local 
phone  company  a  per-minute 
charge  for  it. 

Like  Greyhound,  Walt  Disney 
Co.  and  other  amusement-park 
operators  have  figiu'ed  out  how 
to  make  flat-rate  pricing  work. 


They  charge  once  for  admission  in- 
stead of  selling  tickets  pei-  lide.  That 
causes  long  lines  for  popular  rides, 
but  in  this  case  congestion  is  accept- 
ed. One  theoiy  is  that  parents  would 
rather  stand  in  line  than  have  their 
kids  tugging  on  them  every  five  min- 
utes, wanting  to  spend  more  money 
on  rides. 

Suiprisingly,  flat  rates  can  even 
work  for  electricity  and  natiu'al  gas. 
It  would  seem  that  a  fixed  price  per 
month  based  on  the  previous  year's 
consumption  would  encourage  people 
to  crank  up  the  theiTnostat.  In  fact, 
demand  is  faii'ly  melastic — that  is, 
people  don't  increase  consumption 
much  even  though  doing  so  wouldn't 


ALL-YOU-CAN-EAT  PRICING: 
A  MIXED  PICTURE 

ONLINE  SERVICES:  America  Online  can't 
meet  demand  after  offering  unlimited  usage  for 
$19.95  a  month 

NATURAL  GAS:  Equitable  Resources  sells  nat- 

ural  gas  for  a_f ixed_  month ly  sum   they  would" spend  less'if  "t^ey 

LONG  DISTANCE:  AT&T  is  offering  a  One  Rate 
plan — 150  a  minute,  anywhere  in  the  U.S., 
any  time  of  day 

PACKAGE  DELIVERY:  After  years  of  flat  rates, 
United  Parcel  Service  and  Federal  Express 
have  begun  offering  prices  based  on  distance 


cost  more,  says  Frederick  H.  Abrew, 
pi'esident  and  ceo  of  Equitable 
Resources  Inc.  in  Pittsburgh. 
Equitable  isn't  a  flat-rate  purist: 
It  charges  extra  if  usage  is  20^ 
or  more  above  the  previous 
year  and  gives  a  rebate  if  it 
drops  20%  or  more. 
CANNIBALIZING?  Pricing  the 
ory  says:  Don't  give  a  price 
cut  to  people  who  willingly 
pay  higher  prices.  Yet  at&t, 
another  flat-rate  pricer, 
seems  to  have  done  just 
that  vrith  its  One  Rate  plan 
It  charges  15<2  a  minute, 
anytime,  anywhere  in  the 
U.  S.  Who  would  that  appeal 
to?  People  who  avoided  other 
discount  plans  because  they 
seemed  confusing — and  thus  had 
been  paying  higher  rates,  at&t  won' 
discuss  the  plan's  financial  success. 

Paix-el  carriers  are  moving  in  the 
opposite  direction.  After  years  of 
chai'ging  uniform  rates  for  deliveiy 
anywhere  in  the  coimtry,  United  Par- 
cel Sei-vice  Inc.  and  Federal  Express 
Corp.  recently  began  to  offer  prices 
that  vaiy  based  on  distance.  For  the 
fii'st  time,  customers  can  save  money 
by  shipping  products  from  regional 
depots  instead  of  from  one  central  lo- 
cation— and  many  ai'e  jumping  at  the 
chance.  "I  pass  along  the  discoimt  to 
my  customers,"  says  UPS  customer 
Eitan  Spiegel,  chief  operating  officer 
of  Amana  Tool  Coi"p.  in  Farmingdale 
N.  Y.,  a  maker  of  woodcutting  gear 
and  accessories.  "Now,  they  vdll  wan 
to  call  me  more." 

Flat  rates  fai'e  best  when 
they  attract  customers  who 
don't  make  a  cold  calculation 
how  to  save  money  For  in- 
stance, AOL  is  counting  on  lots 
of  light  users  to  underwrite  its 
network  upgi'ade  by  paying 
$19.95  a  month  even  though 


paid  by  the  hour.  In  the  end, 
though,  customers  figui'e  out 
what's  in  their  own  best  inter- 
est. That's  why  some  of  today' 
flat-rate  forays  fall  flat. 


Coy 
editor. 
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WinFax  PRO 


I 


"Faxing  right  from  my  computer 

can  save  me  time? 
But  I  don't  have  time  to  save  time*.* 


Relax,  this  won't  take  a  minute.  We'd 
just  like  to  point  out  a  couple  of  options  for 
faxing  your  docunnents: 

You  can  print  out  your  documents,  carry 
them  over  to  your  fax  machine,  stack  the 
pages  in  the  paper  tray  push  the  dial  button, 
dial  the  number,  and  wait  for  your  document 
to  slowly  hum  and  gnnd  its  way  page  by  page 
through  your  fax  machine. 

Or  you  can  press  one  key  and  send  your 
document  with  WinFax  PRO.'" 

Option  two  is  much  faster  Whether  you're 
faxing  a  single-page  invoice  or  a  twenty- 
page  proposal. 

And  since  your  faxes  are  sent  nght  from 
your  computer,  every  single  page  will  arnve 
looking  crisper,  clearer,  and  considerably 
more  professional.  Which  of  course  makes 
you  look  more  professional,  too. 

Whether  you  work 
alone,  in  a  group  or  on 
the  road,  running  Windows  3.1 
or  Windows  95,  you'll  work 
faster  and  look  better  with 
our  new  fax  software. 

So  get  yourself  a  copy  of 
WinFax  PRO  today  Because 
if  there's  one  thing  you  don't  have,  it's  time 
to  waste  feeding  pages  one  by  one  into  a 
fax  machine. 

Buy  WinFax  PRO  By  Phone 
And  Get  1st  ACT!  Free 

Order  WinFax  PRO  for  just  $99  and  get 
a  free  copy  of  our  contact  database.  A  $79 
value,  1st  ACT!  lets  you  instantly  find  phone 
and  fax  numbers,  addresses,  and  other 
contact  information. 

This  special  offer  is  not  available  in  any 
store.  And  it's  even  backed  by  a  full  60-day 
money-back  guarantee.  Simply  call  us  at 
1-888-2WINFAXext.  9NA12.  If  you  need  more 
information,  you  can  visit  us  on  the  Web  at 
www.symantec.com/winfax.  But  hurry,  this 
offer  expires  March  31st,  1997. 


SYMANTEC. 


Symantec  is  a  registered  trademark  and  WinFax  PRO  is  a  trademark  of  Symantec  Corporation,  All  other  brand  names  are  the  property  of  their  respective  owners.  ©1997  Symantec  Corporation 
All  rights  reserved.  In  Canada,  call  1-800-'365-864l  In  Australia,  call  02-879-6577.  In  Europe,  call  31-71-535  3111  


Mutual  Fund  Scoreboard 


YOUR  GUIDE 
TO  BOND  FUNDS 

New  yardsticks  find  diamonds  in  tlie  rough  among  some  sluggish  categories 


Call  them  the  ugly  ducklings  of 
mutual  funds.  Bond  fimds  have 
been  ignored  by  the  investors. 
While  investors  "hold  $886  billion 
in  bond  funds,  they  put  only  $13.2  bil- 
lion in  new  money  into  them  last  year 
compared  with  $222  billion  in  fi-esh  cash 
that  poured  into  equity  funds.  And 
most  of  that  flowed  to  high-yield  or 
"junk-bond"  funds.  Government-bond 
fimds,  with  their  portfolios  full  of  U.  S. 
government-backed  debt,  bled  as  in- 
vestors took  more  money  out  than  they 
put  in.  Municipal-bond  funds  suffered 
the  same  fate. 

Are  bond  fimds  really  so  repugnant? 
By  some  reckonings,  yes.  "There's  been 
a  staggering  amount  of  volatility  con- 
sidering the  relatively  low  level  of  in- 
terest rates,"  says  Kenneth  J.  McAlley, 
head  of  the  fixed-income  division  at  U.  S. 


Tinst  Co.  and  senior  portfolio  manager 
for  several  Excelsior  bond  fimds.  "It's 
hard  to  see  the  next  turn  of  events  that 
will  bring  people  back  to  bond  funds." 

The  bond  fimds'  recent  past  perfor- 
mance certainly  won't  do  the  job.  Re- 
tums  were  so-so  at  best:  an  average  of 
6.5%  for  taxable  funds,  3.7%  for  tax-ex- 
empt. Over  the  last  five  years,  the  av- 
erage taxable  bond  fimd  earned  an  av- 
erage annual  total  return  of  7.6%,  about 
half  that  of  the  average  U.  S.  diversified 
equity  funds. 

DIVERSITY,  ANYONE?  But  today's  imloved 
investment  often  has  a  way  of  becoming 
tomorrow's  darhng.  That  makes  bond 
fimds  worth  more  than  just  a  look.  And 
equity-fund  investors  whose  portfolios 
are  teeming  with  bull-market  profits 
might  well  consider  a  little  diversification 
into  bonds. 

The  Top  Performers 

These  funds  stand  out  among  all  bond  funds  in  the  BUSINESS  WEEK  Mutual  Fund  Scoreboard.  They  earned  three 
upward-pointing  arrows,  meaning  they  achieved  superior  risk-adjusted  total  returns  over  the  last  five  years. 


That's  why  you  need  BUSix 
week's  Mutual  Fund  Scoreboard,  \\1 
brings  you  detailed  performance  ; 
operational  data  on  653  taxable  and  I 
exempt  bond  funds.  To  help  you  UU- 
fy  the  best  of  the  bond  funds,  we  i 
the  funds  that  have  at  least  five  yeai- 
perfoiTnance  history.  The  fimds  with 
best  risk-adjusted  performance  c 
three  upward-pointing  arrows  (tal 
The  scoreboard  data  are  prepared 
Morningstar  Inc. 

This  year,  we're  adding  some  im{^ 
tant  new  features  as  well.  Wr 
changed  the  way  we  classify  funds 
only  by  the  type  of  bonds,  such  as  t 
ernment  or  municipal,  but  also  b> 
maturities  of  the  bonds  in  the  i)n) 
lio — long-term,  intermediate-term. 
short-teiTn.  There's  also  a  new  catei' 
for  taxable  funds,  ultrashort,  whicii  i 


FUND                                    AVERAGE  ANNUAL 

INVESTMENT  CATEGORY 

FUND                                    AVERAGE  ANNUAL 

INVESTMENT  CATEGORY 

TOTAL  RETURN* 

TOTAL  RETURN* 

AIM  HIGH-YIELD  A 

13.3% 

High  Yield 

MERRILL  LYNCH  CORP.  HI-INC.  B 

12.0% 

High  Yield 

CALVERT  T/F  RES.  LTD.-TRM.  A 

4.2 

Muni  Short 

NORTHEAST  INVESTORS 

15.9 

High  Yield 

COLONIAL  HIGH-YIELD  SECS.  A 

13.8 

High  Yield 

NORTHSTAR  HIGH-YIELD  T 

14.1 

High  Yield 

DEAN  WIHER  HIGH-YIELD  SECS. 

15.0 

High  Yield 

NUVEEN  MUNICIPAL  BOND  R 

6.8 

Muni.  National  Long 

DREYFUS  SHORT-INTRM.  MUNI.  BD. 

4.8 

Muni  Short 

OPPENHEIMER  BONO  FOR  GROWTH  M 

16.8 

Convertibles 

EATON  VANCE  INCOME  OF  BOSTON 

12.6 

High  Yield 

OPPENHEIMER  CHAMPION  INCOME  A 

12.9 

High  Yield 

FEDERATED  HIGH-INCOME  BOND  A 

12.9 

High  Yield 

T.  ROWE  PRICE  T/F  HIGH-YIELD 

7.7 

Muni.  National  Long  1" 

FEDERATED  HIGH-YIELD 

12.1 

High  Yield 

T.  ROWE  PRICE  T/F  SH.-INTM. 

4.9 

Muni.  Short 

FEDERATED  SH.-TRM.  MUNI.  INST. 

4.3 

Muni  Short 

PUTNAM  CONVERT.  INCOME-GROWTH  A 

15.2 

Convertibles 

FIDELITY  ADV.  HIGH-YIELD  T 

14.6 

High  Yield 

SELIGMAN  HIGH-YIELD  BOND  A 

14.9 

High  Yield 

FIDELITY  CAPITAL  &  INCOME 

14.7 

High  Yield 

SIT  TAX-FREE  INCOME 

7.1 

Muni.  National  Long 

FIDELITY  SPARTAN  HIGH-INCOME 

15.6 

High  Yield 

SMITH  BARNEY  MUNI.  LTD.  TERM  A 

6.1 

Mum.  National  Intenn. 

FIDELITY  SPARTAN  SHORT-INT.  MUNI. 

5.1 

Muni  Short 

STATE  ST  RESEARCH  HIGH-INC.  A 

13.7 

High  Yield  u 

FIRST  INVESTORS  FUND  FOR  INCOME  A 

13.1 

High  Yield 

THORNBURG  INTERM.  MUNI.  A 

7.3 

Muni.  National  Long  'I- 

FIRST  INVESTORS  HIGH-YIELD  A 

13.2 

High  Yield 

THORNBURG  LTD.-TERM  NATL.  A 

5.7 

Muni.  Short  1 

FLAGSHIP  LTD.-TERM  TAX-EXEMPT  A 

6.0 

Mum  Natl,  Interm. 

UNITED  MUNICIPAL  HIGH-INC.  A 

8.6 

Muni.  National  Longyjl 

FRANKLIN  AGE  HIGH  INCOME  1 

12.9 

High  Yield 

USAA  TAX-EXEMPT  SHORT-TERM 

4.9 

Muni.  Short  fll 

FRANKLIN  HIGH  YIELD  T/F  INC.  1 

8.2 

Muni  Natl.  Long 

VAN  KAMP.  AM.  CAP.  HI-YLD  MUN.  A 

7.7 

Muni.  National  Long  ^ 

KEMPER  HIGH-YIELD  A 

13.0 

High  Yield 

VANGUARD  MUNI.  LIMITED-TERM 

5.0 

Muni.  Short 

LIMITED  TERM  NY  MUNICIPAL  A 

6.9 

Muni.  Single-State  Intemi. 

VANGUARD  MUNI.  SHORT-TERM 

4.0 

Muni.  Short 

LOOMIS  SAYLES  BONO 

14.3 

Long  (General) 

*  1992-96  pretax  returns,  includes  reinvestment  of  diuldends  and  capital  gains 

MAINSTAY  HI-YIELD  CORP.  BOND  B 

15.8 

High  Yield 

DATA,  MORNINGSTAR  INC. 
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those  slightly  longer  in  maturity 
1  money-market  funds. 

are  also  giving  funds  category 
ngs,  an  assessment  of  the  risk-ad- 
ed  performance  of  funds  compared 
1  others  within  the  same  category 
le).  These  ratings  use  the  same  up- 
d-  and  downward-pointing  arrow 
em  that  we  use  for  overall  ratings, 
can  help  identify  stronger  peiform- 
within  categories.  For  instance,  long- 
(1  government  funds  do  not  fai'e  well 
n  compared  with  all  bond  funds  be- 
56  of  their  high  volatility.  If  you 
it  to  invest  in  this  sort  of  fimd,  the 
gory  rating  can  spot  those  vdth  the 
;  risk-adjusted  returns.  Among  the 
;-term  government  funds,  the  winner 
ireyfus  100%  U.S.  Treasury  Long- 
in  Fund. 

lost  investors  will  find  long-term 
asuries  too  risky.  The  market  is 
tish,  and  yields  having  dipped  to 
%  in  October,  are  near  7%.  And 
of  Federal  Reserve  tightening  is  in 
air.  But  there  are  plenty  of  re- 
ling  but  far  less  volatile  bond  fimds 
there.  "Given  the  economy  we 
3,  a  50-50  mix  of  high-yield  and 
t-term  coi-porate  funds  should  work 
,"  says  Ian  A.  MacKinnon,  senior 
•president  for  fixed-income  at  the 
niard  Group.  "The  combined  yield 
Id  be  about  7.5%  and  the  principal 
well-controlled." 

JEN  ANGELS.'  The  best  place  to  stait 
bond-fund  search  is  with  the  42 
5  that  eamed  three  up-arrows  for 
risk-adjusted  returas  over  the  past 
years.  Of  the  23  taxable  fimds  on 
list,  20  invest  in  junk  bonds  and 
specialize  in  convertible  bonds, 
-yield  bonds  have  ratings  of  BB  or 
;  or  no  rating  at  all.  Some  ai-e  "fall- 
ngels,"  formerly  investment-gi-ade 
s  whose  creditworthiness  deterio- 
l.  But  most  of  today's  bonds  are 
lal-issue  junk.  Convertibles  cany 
"  interest  rates  than  straight  debt 
ise  they  can  be  converted  into  eq- 
-a  feature  that  pays  off  handsome- 
the  underlying  stock  does  well. 
5  no  surprise  these  two  categories 
been  so  strong.  Sure,  they're 
5,  but  they  also  behave  a  lot  like 
s.  In  fact,  since  1985,  the  monthly 
ns  of  high-yield  bonds  correlate 
the  stock  market  about  52%  of  the 
vs.  a  41%  con-elation  with  10-year 
TVeasury  bonds,  according  to  Mar- 
.  Fridson,  chief  of  high-yield  re- 
li  for  Merrill  Lynch  &  Co. 
ese  links  to  the  equity  market 


The  Best  Performers  in 
Their  Categories 

Rating  bond  funds  by  category,  we  awarded  these  funds  three  up-arrows. 
They  earned  the  highest  risk-adjusted  returns  when  compared  to  their  peers. 


AVERAGE  ANNUAL 
TOTAL  RETURN* 

SHORT  (GENERAL) 

HARBOR  SHORT  DURATION  5.1% 
STRONG  SHORT-TERM  BOND  6.5 

INTERMEDIATE  (GENERAL) 

FEDERATED  BOND  FORT.  10.5 

FPA  NEW  INCOME  8.8 

T.  ROWE  PRICE  SPECTRUM  INCOME  8.9 

STRONG  CORPORATE  BOND  10.8 

LONG  (GENERAL) 

INVESCO  SELECT  INCOME  9.0 
LOOMIS  SAYLES  BOND  14.3 

SHORT  GOVERNMENT 

AIM  LTD.  MAT.  TREASURY  RET.  5.0 

ASSET  MGMT.  ADJUSTABLE  RATE  5.2 

FEDERATED  ARMS  INSTL.  4.7 

NEW  ENGLAND  ADJ.  RATE  U.S.  GOVT.  A  4.8 

INTERMEDIATE  GOVERNMENT 

AMERICAN  CENT.-BENHAM  GNMA  6.6 

CARDINAL  GOVERNMENT  OBLIGATIONS  5.8 

FIDELITY  MORTGAGE  SECURITIES  7.2 

FIDELITY  SPARTAN  GINNIE  MAE  6.4 

LEXINGTON  GNMA  INCOME  6.4 

VANGUARD  FIXED-INCOME  GNMA  6.7 

LONG  GOVERNMENT 

DREYFUS  100%  U.S.  TREASURY  LONG-TERM  7.5 

CONVERTIBLES 
OPPENHEIMER  BOND  FUND  FOR  GROWTH  M  16.8 

HIGH  YIELD 

FIDELITY  SPARTAN  HIGH-INCOME  15.6 
MAINSTAY  HI-YIELD  CORP.  BOND  B  15.8 


AVERAGE  ANNUAL 
TOTAL  RETURN* 


MULTiSECTOR 

KEMPER  DIVERSIFIED  INCOME  A 

INTERNATIONAL 

GLOBAL  GOVERNMENT  PLUS  A 
GOLDMAN  SACHS  GLOBAL  A 
PRUDENTIAL  INT.  GLOBAL  INCOME  A 


12.2% 


9.8 
8.1 
8.9 


NORTHEAST  INVESTORS 
SELIGMAN  HIGH-YIELD  BOND  A 


15.9 
14.9 


MUNICIPAL  SHORT 

DREYFUS  SHORT-INTERMEDIATE  MUNI.  BD.  4  8 

MUNICIPAL  NATIONAL  INTERM. 

FLAGSHIP  LTD.-TERM  TAX-EXEMPT  A  6.0 

MUNICIPAL  NATIONAL  LONG 

FRANKLIN  HIGH  YIELD  T/F  INCOME  I  8.2 

NUVEEN  MUNICIPAL  BOND  R  6.8 

T.  ROWE  PRICE  TAX-FREE  HIGH-YIELD  7.7 

SIT  TAX-FREE  INCOME  7.1 

THORNBURG  INTERMEDIATE  MUNI.  A  7.3 

UNITED  MUNICIPAL  HIGH-INCOME  A  8.6 

VAN  KAMPEN  AM.  CAP.  HI-YIELD  MUNI.  A  7.7 

MUNI.  SINGLE-STATE  INTERM. 

LIMITED  TERM  NY  MUNICIPAL  A  6.9 

MUNI.  SINGLE-STATE  LONG 

AMERICAN  CENT-BEN  CA.  MUNI.  HIGH-YLO.  7.9 

FIDELITY  SPARTAN  PA  MUNI.  INC.  7.5 

FRANKLIN  AL  TAX-FREE  INC.  I  7.1 

FRANKLIN  AZ  TAX-FREE  INC.  I  7.0 

FRANKLIN  CA  TAX-FREE  INC.  I     ^  7.0 

FRANKLIN  FL  TAX-FREE  INC.  I  7.1 

FRANKLIN  MA  INS.  TAX-FREE  INC.  I  6.8 

FRANKLIN  NY  TAX-FREE  INC.  t  7.3 

FRANKLIN  PA  TAX-FREE  INC.  I  7.2 

PRUDENTIAL  CA  MUNI.  CA  INC.  A      .1  8.4 

PUTNAM  NY  TAX  EXEMPT  OPPORT.  A  6.8 


*  1992-96  pretax  return,  includes  reinvestment  of  dividends  and  capital  gains 


DATA:  MORNINGSTAR  INC.. 


make  these  bonds  far  less  sensitive  to 
changing  interest  rates  than  investment- 
grade  debt.  While  a  stronger  economy 
tends  to  drive  up  rates,  better  business 
conditions  also  bolster  corporate  cash 
flows — and  that  improves  the  credit  rat- 
ing of  the  junk.  Better  business  is  also  a 
boon  to  corporate  earnings  and,  thus, 
stock  prices.  That's  why  convertible  se- 
curities, which  can  be  turned  into  equi- 
ties, have  only  a  20%  correlation  with 
investment-grade  debt,  according  to 
Anne  Cox,  a  fii'st  vice-president  in  Mer- 
rill's convertibles  research  gi'oup. 
Of  course,  if  you're  looking  at  high- 


yield  fimds  now,  you're  seeing  them  in  a 
very  favorable  light.  Their  last  bear 
market  was  1989  and  1990,  a  period 
that  saw  the  demise  of  Drexel  Bum- 
ham  Lambert  Inc. — the  junk  sector's 
main  undei-writer  and  market  maker — 
and  a  recession  that  pummeled  many 
highly  leveraged  issuers.  And  because 
the  U.  S.  economy  is  in  the  seventh  year 
of  an  expansion,  the  default  rate  on  junk 
bonds  has  also  been  quite  low — about 
half  the  long-tenn  average  of  3%. 

The  next  dovratum  in  the  high-yield 
market  should  not  be  anywhere  as  se- 
vere as  the  last.  "In  the  late  1980s,  all 


le  skittish  market  makes  long-term  Treasuries  volatile. 
There  are  plenty  of  rewarding  but  far  less  risky  funds 
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''Given  the  economy  we  have,  a  50-50  mix  of  high-yield 
and  short-term  corporate  funds  should  work  well" 


the  big  financings  were  from  leveraged 
buyouts,  and  many  of  the  deals  de- 
pended on  asset  sales  to  pay  off  the 
bonds,"  notes  Margaret  Eagle,  who's 
been  portfolio  manager  of  FideUty  Ad- 
visor High- Yield  T  Fund  since  1987. 
"That's  not  the  case  anjonore.  There's 
less  leverage,  and  most  of  the  deals  are 
coming  fi'om  real  operating  companies." 

Some  portfolio 
managers  are  still  a 
little  wistful  for  the 
days  when  high-\ield 
was  really  high-\ield. 
"In  1990,'  we  bought 
R.J.  Re\Tiolds  bonds 
at  20^7^  yields," 
recalls  Ernest  Mon- 
rad,  who  with  his 
son,  Bruce,  manages 


derhing  stock,  but  go  down  only  about 
half  as  much,"  says  Hugh  H.  MuUin,  co- 
manager  of  Putnam  Convertible  Income 
Growth  A  Fund,  one  of  two  convertible 
bond  funds  to  earn  overall  ratings  of 
three  up-arrows.  No  doubt  there  would 
be  more  convertibles  on  that  Ust,  except 
that  unlike  high-\ield,  there  are  rela- 
tivelv  few  convertible  funds  to  start  with. 


The  Bond  Fund  Categories 

The  best  returns  came  from  funds  that  track  the  stock  market  the  most — 
convertibles  and  high->ield  bonds.  International  funds  did  well,  too,  thanks 
to  lower  rates  and  higher  prices  for  emerging  market  debt. 

AVERAGE  ANNUAL  TOTAL  RETURN* 

1996    1994-96  1992-96 


Trust,  which  earned 
three  up-arrows  not 
only  for  overall  per- 
formance but  also 
against  its  high-\ield 
peers.  "Now,  there's 
nothing  that  pays 
20%  that  you  would 
want  to  buy."  Mon- 
rad  says  good  high- 
jields  now  pay  8%  to 
9%,  which  means  it's 
unlikely  for  returns 
of  the  next  five  to 
match  the  last  five. 

Unlike  many  high- 
\ield  funds.  North- 
east Investors  in- 
vests in  that  sector 
by  choice  and  not  by 
charter.  Even  with 
lower  yields,  says 
Mom-ad,  junk  bonds 
are  attractive  vs. 
other  investable  as- 
sets "because  you 
start  with  8%  or  9% 
right  out  of  the  box." 

Convertible  bond  fimds,  whose  re- 
cent returns  top  even  high-\ields,  start 
out  with  a  whole  lot  less,  perhaps  3  to  4 
percentage  points  less  yield,  and  hope  to 
make  it  up  and  then  some  with  appre- 
ciation in  the  underlying  stock.  Given 
the  buoyant  stock  market,  that  hasn't 
been  hard  to  do.  And  the  interest-bear- 
ing coupon  softens  the  downside  risk. 

"We've  been  able  to  get  convertibles 
that  go  up  about  75%  as  fast  as  the  un- 


CATEGORY 

(%) 

(%i 

(%) 

1996'S  BEST  PERFORMER 

CONVERTIBLES 

14.5 

10.6 

13.3 

Pacific  Horizon  Capti.  inc.  A 

HIGH  YIELD 

14.1 

8.6 

12.6 

Strong  High-Yieid  Bond 

INTERNATIONAL 

12.8 

6.1 

6.8 

Fidelity  New  Markets  Income 

MULTISECTOR 

9.8 

6.7 

8.8 

EV  Marathon  Strategic  Income 

ULTRASHORT  (GEN.) 

5.7 

4.3 

4.8 

Piper  Adj.  Rate  Mortgage  Sees. 

SHORT  (GEN.) 

5.0 

4.8 

5.2 

Alliance  S/T  Multi-Market  A 

SHORT  GOVERNMENT 

4.3 

4.6 

5.1 

Federated  ARMS  Instl. 

MUNI  SHORT 

4.1 

4.0 

4.8 

Strong  Municipal  Advantage 

MUNI  S.S.  INTERM. 

4.0 

4.5 

6.4 

Vanguard  CA  Tax-Free  Ins.  Interm. 

MUNI  NATL.  INTERM. 

3.8 

4.3 

6.1 

Limited  Term  Tax-Ex.  Bd.  Amer. 

INTERMEDIATE  (GOL) 

3.7 

5.6 

7.4 

SunAmerica  Diversified  inc.  B 

MUNI  NATL.  LONG 

3.7 

4.4 

6.8 

United  Municipal  High-lnc.  A 

MUNI  S.S.  LONG 

3.7 

4.3 

6.8 

Franklin  CA  High  YId.  Muni  1 

LONG  {GEN.) 

3.3 

5.2 

8.0 

Loomis  Sayies  Bond 

INTERM.  GOVT. 

3.0 

4.8 

5.8 

Lexington  GNMA  Income 

LONG  GOVERNMENT 

-1.9 

5.4 

8.3 

Hancock  Sovereign  U.S.  Gov.  A 

ALL  BOND  FUNDS 

5.4 

5.2 

7.2 

TAXABLE  FUNDS 

6.5 

5.9 

7.6 

TAX-FREE  FUNDS 

3.7 

4.3 

6.7 

To  earn  those  returns.  Fuss 
with  a  wide  array  of  fixed-incoi 
struments,  including  foreign  bonn 
convertibles.  "We  have  much  le~- 
relation  with  the  bond  mai'ket  th; 
average  maturity  and  credit  'j 
would  lead  you  to  think,"  he  say- 
he  wouldn't  mind  a  spike  in  in 
rates  to  7.5%,  from  today's  6. 

prospect  that 
make  most  bon 
managers  i 
Says  Fuss: 
would  create  a 
discount  bond- 
PENNY  DROP.  . 
the  municipal 
funds,  Debra  . 
of  the  Sit  Tax- 
Income  Fund 


'Pretax  returns,  Includes  reinvestment  of  dividends  and  capital  gains 


Perhaps  one  of  the  most  extraordi- 
narj'  bond-ftmd  performances  of  recent 
years  belongs  to  Loomis  Sayies  Bond 
Fund.  Portfolio  manager  Daniel  J.  Fuss 
orchestrated  a  14.3%  average  annual  to- 
tal return  while  keeping  the  fund  long- 
term  in  its  maturities  and  65%  of  its 
assets  in  investment-grade  securities. 
He  earned  a  return  that's  more  like 
that  of  junk  bonds  with  intermediate 
maturities.  Few  other  long-term  fimds 
come  close. 


would  seem  * 
impossible — 
long-term  funii 
very  little 
volatility.  I ' 
1996,  for  in>- 
the  fund's  net 
value  never 
more  than  3%  ; 
finished  the 
only  Ic  lower  t: 
started.  Sit's  se 
tax-exempt  h^ 
bonds.  "The  st 
maturity  on 
bonds  may  b( 
years,  but  bee 
they're  backec 
mortgages,  they 
pay,"  she  says, 
you  get  a  long- 
\ield  with  a  sb 
maturity." 

As  you  penis 
scoreboard,  rer 
ber  that  with 
funds,  costs  coui 
a  lot.  Pay  attention  to  sales  cha 
and  expense  ratios,  both  of  whicl 
take  a  bite  out  of  your  returns, 
average  expense  ratio  is  1.03%  for 
able  funds,  0.80%  for  tax  exempt, 
interest  rates  still  relatively  low 
price  volatility  still  somewhat  high 
costs  can  make  the  difference  befr 
a  smart  and  a  mediocre  bond- 
investment. 

By  Jeffrey  M.  Ladei 
in  New 
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Ui  Use  the  Tables 

3S  WEEK  RATINGS 

'Si  i'C'iA  'OA  ivell  a 
"ea  compared  ift'ith 
■.nds  and  relative  to 
'  sk  rt  took.  Risk- 
.  .r-ormance  is  deter- 
3y  sjttracting  a  fund's 
«BS  ■^ctor  (see  below) 
i  historic  total  return.  Per- 
»  calculations  are  based 
five-year  time  period 
■1  Jan.  1,  1992,  and  Dec. 
36-  For  overall  rating, 
re  d'vided  into  taxable 
-e»!enpt  funds.  Funds  are 
3d  against  others  in  their 
e?  see  below).  Ratings 
-    -  a  normal  statistical 

A'rttiin  each  group 
iroea  as  follows: 

k-  SUPERIOR 
kO?Y  GOOD 

'.'J  3D 

ESAGt 
;  r_OW  .AVERAGE 
-jDR 


RISK 

The  nsk-of-loss  factor  is  the 
potential  for  losing  money  in  a 
fund,  calculated  as  follows:  The 
monthly  Treasury  bill  return  is 
subtracted  from  the  fund's  total 
return  for  each  of  the  60  months 
in  the  rating  period.  When  a  fund 
has  not  performed  as  well  as 
Treasury  bills,  the  result  is  nega- 
tive. The  sum  of  these  negative 
numbers  is  then  divided  fay  the 
number  of  months  in  the  period. 
The  result  is  a  negative  number, 
and  the  greater  rts  magnitude, 
the  higher  a  shareholder's  risk  of 
loss. 

POtFOrmAMCt  COMPARtSON 

D5t5  Ok-er  inree  time  penoos. 
Here  are  equivalent  total  returns 
for  the  Lehman  Brothers  bond 
indexes  during  those  periods: 

eOVrTCDRP  IIIUNi 
1996  i^'.. 
3-yeaT  average  <"i9B^~)5)  5.3%  5.2% 
5-ysaT3V5'aK  :?52-=i€,     7.2%  7.3% 

FWD  CATEGORIES 

Genera:  dd":  '.-ds  are  classrTied 
long-term  {CU.  intermediate-term 
(CI).  5ho-!-:er^  fCSj.  a^d  L;'t'5- 


short  (GS):  municipal  funds, 
national  long  (ML),  national 
intermediate  (Ml),  single-state 
long  (SL).  single-state  intermedi- 
ate (SI),  and  short  (MS);  special- 
ized funds,  convertible  (CV),  high 
yield  (HY),  international  (IB),  and 
---'t'secTD'  ^MU;. 

SALES  CHARG£ 

~-e  lis:  r  ::_'y;ng  a  fund,  com- 
monly called  the  "load."  Many 
funds  take  loads  out  of  initial 
investments,  and  for  rating  pur- 
poses. Derformance  is  reduced  by 
these  cnarges.  Loads  on  wii'- 
6r3wa\s  can  take  two  form.s. 
Deferred  charges  decrease  oi'e'- 
time.  Redemption  fees  are 
imposed  whenever  investors  sell 
shares.  Funds  with  none  of  these 
:-.£'iei  5'e  ::S''ed  "no-load." 
EXPENSE  RATH) 
-.-ic  ey,c>e':5e5  for  1996  as  a 
pe'-ce'"33e  of  average  net  a^ets. 
The  mieasures  show  how  much 
shareholders  pay  for  fund  man- 
agement. Footnotes  indicate 
12(b)-l  plans,  which  allocate 
shareholder  money  for  marketing 
costs.  The  average  eroense  'stic 


TOTAL  RETURN 

A  funo's  nei  gam  to  investors, 
including  reinvstment  of  divi- 
dends and  capital  gains  ai 
month-end  prices. 


Income  distributions  during 
1 996  expresed  as  2  percent  of 
net  asset  value,  adjusted  for  cap- 
rtal  gains. 

MATURfTY 

The  average  maturity  of  the  secu- 
■"T'es     a  fund's  portfolio, 
.'•e  i"":ed  by  market  ;^lue. 

TREIO 

A  fund's  relative  performance 
during  the  five  12-month  periods 
from  Jan.  1,  1992,  to  Dec.  31, 
1995.  The  boxes  read  from  left 
to  right,  and  the  level  of  green  in 
each  box  tells  how  the  fund  per- 
formed relative  to  other  funds 
during  the  period:  for  the  top 
quartiie:  for  the  second  quartile; 
for  the  third  quartile:  and  for  the 
bottom  quartile.  An  empty  box 
indicates  that  a  fund  is  not  rated 


TELEPHONE  NUMBERS 

See  index  on  page  12S 


OVHSAUMJINE     CATBeorY    RKTme  SIZE 


FEES 


SML 


1995-K 


CHASE 


RITi:  '% 


PORTFOIJO 


TREND 


I  \BLE 


SMMA  &  U^.  TREASURY 

Ave 

ES 

AVG 

4826.1 

-8 

No  load 

D.5 

4j 

5.0 

•GH-QUAUTY  BOKK) 

♦ 

CI 

♦ 

502.0 

-e 

No  load 

0-9 

2.8 

43 

63 

CE  CAPITAL  1  RETWEICNT  INCOME 

CL 

170.8 

23 

No  load 

D.8- 

4.5 

63 

GH-YELO  A 

HY 

1264.1 

44 

4.75 

1.0- 

15.4 

93 

133 

COIC  A 

AVG 

MU 

♦ 

284.8 

14 

4.75 

1.0- 

8.6 

7,2 

B» 

TBrNBHATE  60VERNICNT  A 

♦ 

ei 

AVG 

173.7 

-1 

4.75 

1.1 1 

2.4 

4.7 

53 

B.  MATURITY  TREASURY  RET. 

BS 

377.0 

21 

^J0O 

Qjt 

4.7 

43 

53 

ICE  BOND  CORPORATE  BOND  B 

a. 

419.2 

40 

3J)0" 

1.9- 

93 

5.4 

CE  BOND  UJ&.  eOVERNMEKT  S 

♦ 

Bl 

558.5 

-26 

3i«" 

1-7  T 

-0.4 

3.0 

4.7 

ICE  GLOBAL  DOLLAR  GOVT.  S 

B 

83.0 

14 

2.4 1 

3B3 

*CE  MORTGAGE  SECURHIES  INCOME 

ei 

478.8 

-35 

3.00  " 

2.4  T 

3.5 

3.4 

CE  MJL~t-N.ARKET  STRATEGY  B 

♦ 

IB 

85.7 

-22 

ZJX" 

23- 

15.2 

1.5 

23 

CE  NOJrrn  hWER.  govt.  inc.  b 

IE 

1303.3 

9 

3.M" 

23.1 

33 

ICE  SHORT-TERM  MULTI-MARKET  A 

cs 

388.7 

28 

A25 

1.3- 

13.4 

2.9 

33 

C  VINTAGE  nXED-INCOME 

CI 

903 

ID 

Nd  lead 

1.D- 

2.8 

45 

:AW  CEKT  -BENHAW  ADi  RATE  GOVT. 

(a)-*- 

es 

247.8 

-21 

Nc  load 

D.6 

5.8 

4.4 

4.4 

:.A»  ~E*>T  -SEN-.i.W  ZJr-0.  GOVT.  { 

b; 

IE 

252.C 

D 

Nc  lead 

D.8 

6.4 

103 

-* 

ei 

1130.8 

2 

Nl  load 

0.6 

5.2 

63 

63 

:A»  CtK-  -^Z**-.t:W  INT.  TREAS.  t 

Ave 

BS 

AVG 

337.0 

10 

Nd  load 

0.5 

4.1 

4.9 

53 

-A"*  CLx"  -£EWnA.N  LONG  BOND  ,E 

♦ 

CI 

♦ 

136.6 

-ID 

Nd  load 

D.B 

2j 

5.6 

63 

-K*.  ::LM-  ^MIAM  LONG  TREAS. 

!f) 

Bl 

127.5 

22 

Nd  load 

D.7 

-1.4 

53 

: :Lx~  -BENHAM  SHORT  GOVT. 

AVG 

BS 

AVG 

3443 

-12 

Nd  load 

D.7 

AS 

43 

4.6 

CEK-  -SlN-.i.W  -i.?GET  2OO0  :r, 

Bl 

♦ 

272.8 

-9 

Nd  load 

03 

1.6 

4.4 

73 

CEt>-  -ziZH-.KW  -A^GET  2005  [l) 

♦ 

BL 

AVG 

252.2 

ID 

Nd  load 

D.6 

-2.4 

53 

83 

CEKT.-BENHAM  TARGET  2010  Qi 

♦ 

BL 

♦ 

117.7 

-2 

Nd  lead 

D.7 

-43 

63 

10.0 

63 
5.7 
7.4 
9.4 
7.1 


6.1 
10.1 
17.1 

83 
11.6 


6.8 
53 
7.9 
7.0 
73 


63 
13 

183 
73 

183 


■i-jem:}\o-  ie=      r-cluae;  DsfeTe;  saeE  cnargs;  "  i2'.til-J  par.  ir  effect.  :  Nx  cinrsntly  a'-caanng  ne/.  azzounz-  NA  =  No;  auai?:  - 
rn  Bsnrjarr  Adiustanie  Rait  Soin  Sees.  'Jj:  -ormeriy  Beni-.air  European  Qo<i?mmeni  3on3.  izj  f'j-~ier'y  Bennain  GNMA  Iti:: 
'wemietT  Zemu'\  ^onE-"^erTr  Bond,  (fj  Fonneriy  Bennarri  isng-Terrr  Treasu'y  &  Agency,  (g.  Fonni-  .  "werrtiatti  Century  U.£ 
■ijies  2DD0.  !:  Formerly  Bennarri  Target  Maturities  2005.     formerly  Bennarr  Target  Maturrties  2'  II  1  - 


Tar- 


1  13 


MUTUAL  FUND  SCOREBOARD 


Bond  FuK 


FUND 


OVERALL  RATING    CATEGORY    RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 
Of  EACH  FUND  AGAINST  ALL  FUNDS) 


(COMPARES  FUND 
WITHIN  CATEGORY) 


ASSETS 
SMIL, 


%  CHG. 
1995-96 


SALES 
CHARGE  (%) 


EXPENSE 
RATIO  (%) 


PERFORMANCE 

TOTAL  RETURN  (%) 
lYR.   SYR.  SYR, 


PORTFOLIO  Tfl 

YIELD  MATURITY  51 
(%)    (YEARS)  Afi 


AMER.  CENT.-BENHAM  TARGET  2015  (k) 
AIMER.  CENT.-BENHAM  TARGET  2020  (I) 
AMERICAN  HIGH-INCOME  * 
AMERISTAR  LTD.  DURATION  INCOME  INV.  (m) 
AMSOUTH  BOND 


GL 
GL 
HY 
CS 
CI 


125.8 
889.7 
1671.2 
98.2 
136.3 


-11 
23 
38 
-6 
33 


No  load 
No  load 
4.75 
3.00 
3.00 


0.7 
0.6 
0.9 1 
0.9 1 
0.8 


-6.5 
-8.8 
13.8 
4.2 
2.6 


7.0  9.5 

6.6  10.6 

9.2  11.8 

5.5  6.7 


5.9  20.2  yil 

6.0  29.0  □11 
8.5  5.8 

5.8  NA  CI 
6.0  9.3 


ARMADA  INTERMEDIATE  GOVT.  INSTL.  (n)  Gl 

ASSET  MANAGEMENT  ADJUSTABLE  RATE  *  GS 

ASSET  MGMT.  INTERM.  MORTGAGE  SEC.  AVG  GS 

ASSET  MGMT.  SHORT  U.S.  GOVT.  SEC.  ♦  GS 

ATLAS  U.S.  GOVT.  &  MORTGAGE  SEC.  A  AVG  Gl 


90.8 
749.9 

87.5 
175.6 
223.7 


3 

-17 
-51 
4 
-12 


4.00 
No  load 
No  load 
No  load 

3.00 


0.9 1 
0.5 1 
0.4 1 
0.5 1 
I.Ot 


3.5 
6.0 
2.9 
3.6 
4.5 


5.6  5.2 

4.8  5.9 

5.0  5.5 

5.3  6.2 


5.9 
6.0 
6.5 
6.1 
6.7 


5.5 
3.4 
4.6 
2.2 
NA 


BABSON  BOND  L  AVG  CI  AVG  137.1  -15  No  load  1.0  3.2  5.0  6.8  7.0  13.0 

BERNSTEIN  GOVT.  SHORT  DURATION  «  GS  «  134.0  -9  No  load  0.7  3.9  4.8  4.9  5.1  1.8 

BERNSTEIN  INTERMEDIATE  DURATION  AVG  CI  AVG  1594.1  26  No  load  0.6  3.4  5.7  6.9  5.7  7.7 

BERNSTEIN  SHORT  DURATION  PLUS  *  CS  550.4  3  No  load  0.7  4.6  5.1  5.4  5.2  2.7 

WILLIAM  BLAIR  INCOME  AVG  CS  AVG  149.9  2  No  load  0.7  3.1  5.4  6.2  5.9  4.0 


BLANCHARD  FLEXIBLE  INCOME 

BLANCHARD  S-T  FLEXIBLE  INCOME 

BOND  FUND  OF  AMERICA 

CAPITAL  WORLD  BOND 

CARDINAL  GOVERNMENT  OBLIGATIONS 


AVG 


MU 
CS 
CI 
IB 
Gl 


176.8 
151.4 
7002.4 
815.3 
132.9 


-23 
669 
11 
17 
-11 


No  load 
No  load 
4.75 
4.75 
4.50 


1.6t 
1.4t 
0.7  t 
1.1  t 
0.8 


5.8 
6.7 
6.7 
6.3 
5.7 


4.9 
5.5 
6.2 
8.4 
6.1 


8.8 
8.4 
5.8 


6.2 
5.4 
7.4 
5.5 
7.3 


6.7 
NA 
6.9 
6.1 
NA 


CHICAGO  TRUST  BOND 

COLONIAL  FEDERAL  SECURITIES  A 

COLONIAL  HIGH-YIELD  SECURITIES  A 

COLONIAL  INCOME  A 

COLONIAL  STRATEGIC  INCOME  B 


AVG 


CI 
GL 
HY 
CL 
MU 


84.3 
999.7 
523.3 
129.7 
786.7 


15 
-19 

12 
-10 

10 


No  load 
4.75 
4.75 
4.75 
5.00' 


0.8 1 
1.2  t 
1.21 
1.1  t 
2.0 1 


3.8 
1.0 
12.2 
3.6 
9.4 


5.8 

4.6  6.4 
9.6  13.8 


6.1 
7.7 


7.8 


5.9  12.5 

6.6  9.7 

8.7  8.0 
7.0  10.6 


7.1 


9.9 


COLONIAL  U.S.  GOVERNMENT  A  Gl 

COLUMBIA  FIXED-INCOME  SECURITIES  AVG  CI 

COMMERCE  BOND  CI 

COMMON  SENSE  GOVERNMENT  I  Gl 

COMPOSITE  INCOME  A  ^  CL 


AVG 
AVG 


AVG 


874.6 
356.4 
153.6 
278.3 
86.7 


-23 
13 
51 
-16 
-11 


4.75 
No  load 
3.50 
6.75 
4.00 


1.1 1 
0.7 
0.9 
0.8 
1.1  t 


2.8 
3.4 
2.2 
1.8 
3.5 


5.1  5.2 
5.9  7.2 


4.1  5.5 

6.2  7.4 


6.3 
6.5 
6.1 
6.8 


6.9 
5.9 
NA 
6.7 


6.6  13.1 


COMPOSITE  U.S.  GOVERNMENT  SEC.  A 
DEAN  WITTER  CONVERTIBLE 
DEAN  WITTER  DIVERSIFIED  INCOME 
DEAN  WITTER  FEDERAL  SECURITIES 
DEAN  WITTER  HIGH-INCOME  SECURITIES 


Gl 
CV 
MU 
Gl 
HY 


138.2 
245.8 
778.7 
699.6 
936.3 


-22 
22 
36 
-17 
136 


4.00 

5.00* 

5.00* 

5.00* 

4.00* 


I.Ot 
2.0 1 
1.4t 
1.5t 
1.6t 


2.5 
17.0 
8.4 
0.9 
13.5 


5.2  6.0 

11.1  11,4 
6.4 

4.4  5.8 


6.0  11.2 


4.2 
9.5 
6.3 
10.3 


NA 
5.0 
8.1 
7.5 


DEAN  WITTER  HIGH-YIELD  SECURITIES  HY 

DEAN  WITTER  INTERMEDIATE  INCOME  *  CI 

DEAN  WITTER  SHORT-TERM  U.S.  TREAS.  AVG  GS 

DEAN  WITTER  U.S.  GOVT.  SECURITIES  ♦  Gl 

DEAN  WITTER  WORLD  WIDE  INCOME  AVG  IB 


♦  468.8  5  5.50 
192.8  -17  5.00* 

AVG       299.4  3  No  load 

■*      6422.4  -19  5.00* 

♦  111.6  -17  5.00* 


0.8  13.3  7.2  15.0  12.5  6.1 

1.6 1  3.1  4.3  5.6  5.5      NA  U 

0.8 1  3.9  4.1  4.5  5.4  2,8  [I 

1.2 1  3.2  5.1  5.7  6.3  9.0  U. 


1.9t      12.3     8.3     7.5  10.0 


NA 


DELAWARE  DELCHESTER  A 

DELAWARE  LIMITED-TERM  GOVT.  A 

DELAWARE  U.S.  GOVERNMENT  A 

DG  GOVERNMENT  INCOME 

DG  LIMITED-TERM  GOVERNMENT  INCOME 


HY 
GS 
Gl 
CI 
CS 


999.1 
463.6 
154.7 
240.2 
82.4 


-2 
-29 
-21 

30 
-11 


4.75 
3.00 
4,75 
2,00 
2.00 


1.1  t 
I.Ot 

1.2  t 
0,7 
0.7 


12.4 

3.7 
2.8 
2.5 
4.4 


6.9  10.8 
3.4  4.2 
3,3  4,8 

4,9 
4,7 


9.8 
6.8 
7.3 
5.8 
5.5 


6.0 
3.3 
7.5 
8.0 
1.7 


DODGE  &  COX  INCOME 

DREYFUS  100%  U.S.  TREAS.  INTERM.-TERM 
DREYFUS  100%  U.S.  TREAS.  L-T 
DREYFUS  100%  U.S.  TREAS.  S-T 
DREYFUS  A  BONDS  PLUS 


AVG 
AVG 


AVG 
AVG 


CI 
Gl 
GL 
GS 
CL 


532.8 
191.6 
136.0 
187.6 
605.4 


76 

-2 
-7 
0 
-1 


No  load 
No  load 
No  load 
No  load 
No  load 


0.5 
0.8 
0.3 
0.7 
0.9 


3.6 
3.1 
0.9 
4.1 
2.6 


6.6 
4.7 
4.6 
4,9 
5.0 


7.7 
6.4 
7.5 
5.8 
7.6 


6.3 
6.5 
6.8 
6.1 
6.1 


11.1 
4,4 

16,4 
2,4 
7.8 


DREYFUS  GNMA 

DREYFUS  SHORT-INTERMEDIATE  GOVT. 
DREYFUS  SHORT-TERM  INCOME 
DREYFUS  STRATEGIC  INCOME 
EATON  VANCE  INCOME  OF  BOSTON 


Gl 
GS 
CS 
MU 
HY 


AVG 
AVG 


1310.2 
561.2 
214,4 
293,5 
154,0 


-9 
-2 


-9 
36 


No  load 
No  load 
No  load 
No  load 
3,75 


1.0  t 
0.7 
0.8 
1.0 

1.1  t 


4.4 
4.0 
6,2 
6,6 
13.7 


5.3  5.9 

5.1  5.9 
5,7 

6,5  8,6 

9.0  12.6 


6.4 
6.0 
6,9 
7,0 
9.8 


22.5 
2.3 
3.1 
8.4 
7.1 


EV  MARATHON  HIGH-INCOME  HY 

EV  MARATHON  STRATEGIC  INCOME  *  MU 

EV  TRADITIONAL  GOVT.  OBLIGATIONS  AVG  GS 

EVERGREEN  U.S.  GOVERNMENT  B  Gl 

EXCELSIOR  MANAGED  INCOME  (o)  CL 


590.3 
131,0 
303,3 
155.6 
187.4 


21 

-9 
-16 
-17 
113 


5.00* 

3.00* 

3,75 

5.00* 

4.50 


i.at 

2.2  t 
1.9t 
1.8 1 
1.0 


13.8 
18.2 
4.5 
2.3 
0,6 


8.4  11.9 

8.6  7.1 

5.3  6.1 
4.5 

5.2  6.7 


9.0 

7.6 
7.6 
5.8 
5.9 


7.1 
NA 

4.3 
8.7 
13.0 


FEDERATED  ADJ.  RATE  U.S.  GOVT.  F  (p) 
FEDERATED  ARMS  INSTITUTIONAL 
FEDERATED  BOND  FORTRESS 
FEDERATED  FUND  FOR  U.S.  GOVT.  A  (q) 
FEDERATED  GOVT.  INCOME  SEC.  F  (r) 


AVG 


GS 
GS 
CI 
Gl 
Gl 


AVG 


224,2 
597.8 
279.7 
1226.3 
1840.7 


-30 
-22 
29 
-11 
-22 


1.00* 
No  load 
2.00" 
4,50 
2,00* 


1,0t 

0,6 

1,0 

1,0 

1,0 


5.9 
6.5 
5,4 
4,2 
4.0 


4.6  4.4 

5,1  4,7 

7,0  10,5 

5.3  5,3 

5.4  5,4 


5.5 
5.9 
7.2 
6.4 
6.6 


1.2 
1.2 
11.3 
6.5 
NA 


FEDERATED  HIGH-INCOME  BOND  A  (s) 
FEDERATED  HIGH-YIE.  D 
FEDERATED  INCOME  INSTITUTIONAL 
FEDERATED  INTERM.  INCOME  INST,  (t) 
FEDERATED  INTERNATIONAL  INCOME  A 


AVG 


HY 
HY 
Gl 
CI 
IB 


AVG 
AVG 


AVG 


600.9 
887,4 
841,1 
123,7 
195,1 


16 
43 
-16 
88 
15 


4.50 
No  load 
No  load 
No  load 

4.50 


1.2 
0.9 
0.6 
0.6 
1.3t 


13.5 
13.5 
4.7 
3.3 
10.8 


10.0 
9.5 
5.9 
6.7 
7.5 


12.9 
12.1 
5.9 

9.2 


8.9 
9.3 
6.7 
6.3 
7.7 


6.2 
6.3 
6.0 
8.9 
8.3 


'Include-?  redemption  fee  "* Includes  deferred  sales  charge  tl2(b)-l  plan  in  effect  (Not  currently  accepting  new  accounts  or  deposits  NA=Not  available  NM=Not  meaningful 
(k)  Formerly  Bentiam  Target  Maturities  2015,  (I)  Formerly  Benham  Target  Maturities  2020,  (m)  Formerly  ValueStar  Sfi  -lnt.  Duration  Bond  Inv,  (n)  Formerly  Inventor  Inter: 
Govt.  Sec.  A,  (o)  Formerly  UST  Master  Managed  Income,  (p)  Formerly  Fortress  Adjustable  Rate  U,S,  Govt,  (q)  Formerly  Fund  for  U.S,  Government  Sec,  A.  (r)  Formerly  Go. 
income  Securities,  (s)  Formerly  Liberty  High-Income  Bond  A,  (t)  Formerly  Intermediate  Income  Inst,  DATA  MORNINGSTAR,  INC.  CHU 
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JTUAL  FUND  SCOREBOARD 


Bond  Funds 


OVERALL  RATING    CATEGORY    RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 
OF  EACH  FUND  AGAINST  ALL  FUNDS) 


(COMPARES  FUND 
WITHIN  CATEGORY) 


ASSETS 
SMIL. 


%  CHG. 
1995-96 


SALES 
CHARGE  (%) 


EXPENSE 
RATIO  (%) 


PERFORMANCE 

TOTAL  RETURN  (%) 
lYR.    3YR.  SYR. 


PORTFOLIO 

YIELD  MATURITY 
(%)  (YEARS) 


TREND 

5-YEAR 
ANALYSIS 


>ERATED  LTD.  TERM  A  (u) 
>ERATED  S-T  INCOME  INST. 
)ERATED  STRATEGIC  INCOME  B  (v) 
ELITY  ADVISOR  EMRG.  MKT.  T  (w) 
ELITY  ADVISOR  GOVT.  INVMT.  T  (x) 


CS 

cs 

MU 
IB 
Gl 


AVG 


111.1 

228.7 
131.9 
78.3 
214.7 


-18 
18 

m 

118 

-3 


1.00 
No  load 
5.50* 
3.50 
3.50 


1.1  t 
0.6 
I.Ot 
1.5t 
0.9 1 


5.0 
5.4 
11.8 
40.3 
2.1 


5.0 

5.2 


5.7 
5.4 


6.0 

6.4 
8.0 


2.5 
1.9 
8.1 


4.9  6.1 


6.2  14.9 
6.1  8.4 


JU 


ELITY  ADVISOR  HIGH-YIELD  T  (y)  HY 

ELITY  ADVISOR  INTERMEDIATE  BOND  T  (z)  CI 

ELITY  ADVISOR  SHORT  FIXED-INC.  (aa)        *  CS 

ELiTY  ADVISOR  STRAT.  INCOME  T  (bb)  MU 

ELITY  CAPITAL  &  INCOME  HY 


AVG 


1775.8 
262.3 
403.2 
98.7 

2162.8 


40 
12 

-25 
91 
-7 


3.50 
2.75 
1.50 
3.50 
1.50* 


1.1  t 
0.9 1 
0.9 1 
1.4t 
1.0 


13.3 
3.4 
4.6 
12.9 
11.4 


10.0  14.6 
4.2 

3.5  5.5 

7.5  14.7 


9.2 
6.4 
6.3 
7.0 
8.5 


6.5 
6.1 
2.1 
7.2 
6.6 


ELITY  CONVERTIBLE  SECURITIES 

ELITY  GINNIE  MAE 

ELITY  GLOBAL  BOND 

ELITY  GOVERNMENT  SECURITIES 

ELITY  INTERMEDIATE  BOND 


AVG 
AVG 


AVG 


CV 
Gl 
IB 
Gl 
CS 


AVG 


1119.6 
793.1 
121.7 
972.5 

3079.7 


7 

-2 
-38 
-2 
9 


No  load 
No  load 
No  load 
No  load 
No  load 


0.7 
0.8 
1.2 
0.7 
0.7 


15.1 
4.9 
3.5 
2.1 
3.7 


10.5  14.2 

6.2  6.3 

-2.6  3.3 

4.5  6.7 

4.6  6.4 


4.2 
6.5 
5.6 
6.9 
6.5 


NA 
NA 
NA 

8.2 
4.7 


□CLH 


ELITY  INVMT.  GRADE  BOND 
ELITY  MORTGAGE  SECURITIES 
ELITY  NEW  MARKETS  INCOME 
ELITY  SHORT-INTERM.  GOVERNMENT 
ELITY  SHORT-TERM  BOND 


CI 
Gl 
IB 
GS 
CS 


AVG 


AVG 
AVG 


1455.4 
521.3 
305.8 
121.5 
995.6 


17 
7 
76 
-9 
-17 


No  load 
No  load 
1.00* 
No  load 
No  load 


0.8 
0.7 
1.2 
0.8 
0.7 


3.0 
5.4 
41.4 
4.1 
4.8 


4.1 
7.9 
8.4 
4.7 
3.3 


7.2 
7.2 


4.8 
5.3 


6.6 
6.4 
7.2 
6.2 
6.5 


8.1 
6.7 
NA 
3.3 
2.1 


ELITY  SPARTAN  GINNIE  MAE 
ELiTY  SPARTAN  GOVT.  INCOME 
ELITY  SPARTAN  HIGH-INCOME 
ELITY  SPARTAN  INVMT.  GRADE  BOND 
ELITY  SPARTAN  LTD.  MAT.  GOVT. 


AVG 


Gl 
Gl 
HY 
CI 
GS 


442.6  -1 

276.9  11 

1717.3  59 

359.9  123 

712.9  -14 


No  load 
No  load 
1.00* 
No  load 
No  load 


0.6 
0.6 
0.8 
0.7 
0.6 


5.0  6.5 
2.6  5.3 

14.2  11.8 

3.1  5.1 

4.1      5.5  5.8 


6.4 
6.1 
15.6 


6.5  7.2 

6.6  8.6 
8.4  6.4 
6.3  7.9 

6.7  5.0 


ELITY  SPARTAN  SHORT-TERM  BOND  (cc)  CS 

ST  INVESTORS  FUND  FOR  INCOME  A    -**'*^  HY 

5T  INVESTORS  GOVERNMENT  A  Gl 

ST  INVESTORS  HIGH-YIELD  A  HY 

ST  OMAHA  FIXED-INCOME  CI 


319.8  -33  No  load  0.7  5.0  3.3  6.6  2.2 

431.5  1  6.25  1.2t  13.4  10.3  13.1       8.6  NA 

186.8  -14  6.25  1.4 1  3.6  4.7  4.8      5.8  NA 

201.7  8  6.25  1.5t  13.4  10.2  13.2      9.0  NA 

80.9  7  No  load  0.8  0.9  5.0  4.5  8.5 


>T  PRIORITY  FIXED-INCOME  INVMT. 
TIS  ADVANTAGE  HIGH-YIELD  A 
TIS  U.S.  GOVERNMENT  SEC.  E 
NTAIN  SQ.  QUALITY  BOND  A 
NEW  INCOME 


CI  148.0  -5 

HY  118.2  5 

Gl  355.7  -22 

CI  89.0  22 


CI 


375.5 


61 


4.75 
4.50 
4.50 1 
4.50 
4.50 


I.Ot 
1.2t 
0.8 
0.8 1 
0.6 


3.6 
11.3 
3.4 
1.9 
7.1 


4.4 
6.5 
4.0 
4.5 
7.5 


11.2 
5.2 


8.8 


5.4 
10.1 
6.6 
5.6 
6.0 


7.5 
7.4 
7.5 
11.8 
4.9 


NKLIN  ADJ.  U.S.  GOVT.  SEC. 
NKLIN  AGE  HIGH  INCOME  I 
NKLIN  CONVERTIBLE  SEC.  I 
NKLIN  GLOBAL  GOVT.  INCOME  I 
NKLIN  SHORT-INTERM.  GOVT,  i 


AVG 


GS  382.8  -22  2.25  0.6 1  6.2  4.4  3.7  5.9  1.0 

HY  ♦  2487.4  20  4.25  0.7 1  14.2  10.1  12.9  9.1  8.3 

CV  AVG  139.0  53  4.50  I.Ot  16.3  12.4  14.7  4.3  6.5 

IB  ♦  136.8  -13  4.25  0.9 1  10.8  6.5  7.4  7.1  5.9 

GS  ♦  197.9  -6  2.25  0.7 1  4.0  4.2  5.4  5.6  2.2 


NKLIN  TAX-ADV.  U.S.  GOVT.  ^  Gl 

NKLIN  TEMPLETON  HARD  CURRENCY  IB 

NKLIN  U.S.  GOVT.  SEC.  I  AVG  Gl 

AXY  II  U.S.  TREAS.  INDEX  RET.  AVG  Gl 

BAL  GOVERNMENT  PLUS  A  -*  IB 


AVG        336.1  -17  4.25  0.6 1  4.1  5.7  6.5  6.7  NA 

117.1  -8  3.00  Lit  -7  4.3  3.9  4.8  0.3 

♦  ♦     10001.8  -10  4.25  0.6 1  4.6  5.9  6.4  7.3  24.3 
♦        114.3  -11  No  load  0.4  2.2  5.1  6.5  6.3  8.3 

♦  ♦        125.9  -45  4.00  1.1  t  14.0  10.4  9.8  6.9  6.4 


rrm-T 


BAL  TOTAL  RETURN  A  AVG  IB 

OMAN  SACHS  GLOBAL  A  «^  IB 

OlSON-MCDONALD  GOVT.  INCOME  «^  Gl 

ILOBAL  GOVT.  INCOME  A  ^-9- -9-  IB 

iLOBAL  HIGH-INCOME  B  IB 


♦  ♦        229.9  -39  4.00 

200.6  -15  4.50 

■*        162.8  -12  2.00 

231.9  -35  4.75 

268.5  20  5.00** 


I.Ot  13.0  9.8 

1.2 1  9.4  6.9 

0.9 1  3.5  5.3 

1.4 1  6.1  1.8 

2.4 1  35.9  9.2 


9.1 
8.1 
6.0 
6.2 


7.0 
5.5 
6.0 
6.3 
7.1 


5.9 
NA 
6.0 
6.6 
11.8 


ILOBAL  STRATEGIC  INCOME  B  IB 

COCK  GOVERNMENT  INCOME  A  Gl 

COCK  HIGH-YIELD  BOND  B  HY 

COCK  LIMITED-TERM  GOVT.  A  AVG  GS 

:OCK  SOVEREIGN  BOND  A  AVG  CI 


AVG 


336.8  -7  5.00**  2.1  t  20.3  3.3  6.3  12.8 

386.1  -18  4.50  1.2 1  2.2  7.1  9.4 

280.2  49  5.00**  1.9 1  15.2  7.4  11.2  9.4  6.4 
176.0  -11  3.00  1.4t  3.4  4.3  4.9      5.8  3.8 

1416.1  -8  4.50  Lit  4.1  6.5  7.8      7.3  13.8 


COCK  SOVEREIGN  U.S.  GOVT.  A 
;OCK  STRATEGIC  INCOME  A 
iOR  BOND 

iOR  SHORT  DURATION 
ESTEAD  SHORT-TERM  BOND 


GL 
MU 
CI 
CS 
CS 


324.4  -14 

407.3  15 

288.3  24 

177.3  46 

79.7  28 


4.50 
4.50 
No  load 
No  load 
No  load 


1.2t 

I.Ot 

0.7 

1.8 

0.8 


1.4  4.8 
11.7  8.7 


4.9 
6.3 
5.2 


6.4 
5.5 
5.3 


9.5 
8.1 
5.1 
5.8 


6.7 
8.6 


9.1 
8.3 


6.2  10.3 
8.1  1.3 
5.7 


2.9  □: 


JUi 


:HKIS  &  WILEY  LOW  DURATION 
:  FIXED-INCOME  (dd) 
OND 
tOND  A 

:XTRA  INCOME  A 


CS 
CL 
CI 
CI 
HY 


170.3 
104.9 
82.5 
2637.8 
2413.3 


8 
20 
5 
3 
25 


No  load 
4.75 

No  load 
5.00 
5.00 


0.6  5.8 

0.9 1  2.1 

1.1  4.1 

0.8  5.0 


7.9 
5.3 
4.8 
7.0 


6.7 
9.4 


0.9 


14.4     8.8  13.0 


6.2  2.9  rrwn 

5.9  14.0 

5.5  14.9 

6.9  7.7 

9.1  7.6 


EDERAL  INCOME  A  AVG  GS 

iLOBAL  BOND  A  AVG  IB 

•ELECTIVE  A  AVG  CI 

^MEDIATE  BOND  FUND  OF  AMERICA  9  CI 

SCO  HIGH-YIELD  HY 


AVG      1168.2  8 

♦  714.3  22 

♦  1372.7  -9 
1416.0  -8 


437.9 


27 


5.00 
5.00 
5.00 
4.75 
No  load 


0.9 
1.3 
0.9 
0.8 1 
LOt 


4.2 
7.7 
2.6 
4.2 
14.1 


5.8  6.0 

6.9  9.3 
5.9  7.9 
4.8  6.0 
8.5  11.1 


6.3  8.5 
5.2  10.3 


6.5 
6.5 
8.6 


7.3 
4.4 
7.8 


r.  le',  redemption  fee.  "Includes  deferred  sales  cfiarge,  tl2(b)-l  plan  in  effect  tNot  currently  accepting  new  accounts  or  deposits.  NA=Not  available.  NM=Not  meaningful. 
^  merly  Limited  Term  A.  M  Formerly  Strategic  Income  B.  (w)  Formerly  Fidelity  Advisor  Emerging  Mkts  Inc.  A.  (x)  Formerly  Fidelity  Advisor  Govt.  Investment  A.  (y)  Formerly  Fideli- 
(j  sor  Higfi-Yield  A.  (z)  Formerly  Fidelity  Advisor  Limited-Term  Bond  A.  (aa)  Formerly  Fidelity  Advisor  Short  Fixed-Income  A.  (bb)  Formerly  Fidelity  Advisor  Strategic  Income  A. 
fi  'rmerly  Fidelity  Spartan  Stiort-Term  Income,  (dd)  Formerly  Mariner  Fixed-Income.  DATA-  IvlORNINGSTAR.  INC.,  CHICAGO,  IL, 


BUSINESS  WEEK  /  FEBRUARY  10,  1997  1  15 


MUTUAL  FUND  SCOREBOARD 


Bond  Fund 


FUND  OVERALL  RATING    CATEGORY    RATING     SIZE  FEES  PERFORMANCE  PORTFOLIO  TREM 


(COMPARES  RISK-ADJUSTED  PERFORMANCE  (COMPARES  FUND      ASSETS    %  CHG  SALES       EXPENSE         TOTAL  RETURN  (%l        YIELD  MATURITY  5-Yf 


OF  EACH  FUND  AGAINST  ALL  FUNDS) 

WITHIN  CATEGORY) 

SMIL. 

1995-96 

CHARGE  (%) 

RATIO  (%) 

1  YR. 

3  YR. 

5  YR. 

(%) 

(YEARS) 

ANALS 

iNVP^rn  ^FLFCT  iNrnMF 

CL 

269.7 

3 

No  load  ' 

l.Ot 

4.9 

7.7 

9.0 

7.1 

9.8 

INVESTORS  TRUST  GOVERNMENT  B 

Gl 

702.0 

-35 

5.00** 

1.8t 

2.1 

1.7 

3.7 

6.4 

8.2 

u—: 

ISI  TOTAL  RETURN  U.S.  TREAS. 

GL 

188.1 

-10 

4.45 

0.8 1 

0.2 

5.4 

6.8 

6.5 

13.9 

IVY  BOND  A 

AVG 

CI 

97.2 

Q 

4.75 

1 .5 1 

8.1 

6.6 

8.5 

7.5 

13.0 

JANUS  FLEXIBLE  INCOME 

MU 

1 

No  load 

0.9 

6.4 

7.8 

10.1 

NA 

7.5 

HY 

238.2 

NM 

No  load 

1.0 

24.1 

8.7 

6.9 

rrra 

KEMPER  ADJ.  RATE  U.S.  GOVT.  A 

AVG 

GS 

AVG 

84.8 

-32 

3.50 

1.2t 

4.7 

4.2 

4.7 

5.3 

3.8 

U-l 

KEMPER  DIVERSIFIED  INCOME  A 

•*"*- 

MU 

*** 

520.7 

3 

4.50 

1.1  t 

8.6 

7.8 

12.2 

8.3 

9.2 

KEMPER  GLOBAL  INCOME  A 

IB 

AVG 

1  P. 

—  1  D 

7  7 
/ .  / 

D.£ 

O.O 

O.O 

KEMPER  HIGH-YIELD  A 

HY 

AVG 

3032  2 

1 8 

4  50 

0  9  t 

13  5 

9  4 

1  n 
1  o.u 

7  7 
/ .  / 

■S 

KFMPrR  IMP   A  PAPITAI   PRF^FRV  A 

AVG 

CI 

AVG 

494.0 

-11 

4.50 

O.St 

2.0 

6.2 

7.6 

6.9 

13.6 

KEMPER  SHORT-INTERM  GOVT.  B 

GS 

156.5 

-22 

4.00** 

2.0 1 

2.2 

3.4 

4.1 

5.9 

2.3 

rn 

KFMPFR  11  ^   AnVT  ^FC  A 

Gl 

AVG 

3966.2 

-15 

4.50 

0.7  t 

2.8 

5.7 

5.6 

7.4 

8.9 

□□1 

KEMPER  U.S.  MORTGAGE  A 

Gl 

1868.8 

-1 0 

4.50 

1 .0  t 

2.7 

5.4 

7.4 

8.9 

m 
i_tj 

KEYSTONE  DIVERSIFIED  BOND  (B-2) 

•* 

CI 

547.7 

-25 

4.00** 

1.8  t 

6.2 

4.3 

7.2 

6.7 

13.3 

HY 

590.5 

-13 

4.00" 

1.9t 

10.6 

2.2 

9.7 

8.3 

8.4 

KEYSTONE  QUALITY  BONO  (B-1) 

CL 

215.2 

-30 

4.00** 

1.9t 

1.7 

4.0 

4.9 

5.2 

10.9 

 . 

KEYSTONE  STRATEGIC  INCOME  B 

MU 

121.5 

-16 

5.00** 

2.1  t 

10.1 

2.8 

7.1 

10.0 

LLL 

KIEWIT  INTERMEDIATE-TERM  BOND 

CI 

1  1  7  yf 
11/.** 

Q 

— O 

No  load 

U.3 

t  A 

C  A 

U  J_ 

KIEWIT  SHORT-TERM  GOVERNMENT 

GS 

1  n 
—  1 U 

No  load 

n  1 
U.J 

A  e; 

D.M 

NA 

ITT 

1  Ff^f^  MAcnN  ni  ORAi  nnvT  prim 

IB 

161.2 

5 

No  load 

1.8t 

8.2 

8.3 

5.9 

7.7 

Ln 

LEGG  MASON  HIGH-YIELD  PRIM. 

HY 

232.9 

116 

No  load 

1.5t 

14.9 

8.7 

7.6 

ITT 

LEGG  MASON  INVESTMENT  GRADE  PRIM. 

AVG 

CI 

AVG 

91.7 

8 

No  load 

0.9 1 

4.3 

6.1 

7.2 

6.3 

9.0 

LEGG  MASON  U.S.  GOVT.  I/T  PRIM. 

AVG 

GS 

* 

294.6 

27 

NO  loaa 

0.9 1 

4.5 

5.4 

5.8 

5.9 

5.8 

rm 

1  1  u 

LEXINGTON  GNMA  INCOME 

Gl 

133.7 

2 

NO  loaa 

1 .0 

5.7 

6.3 

6.4 

6.4 

NA 

m 

CL 

^  n  ^ 

538.2 

113 

No  load 

0.8 

10.3 

11.8 

14.3 

6.8 

19.1 

LORD  ABBETT  BOND-DEBENTURE  A 

HY 

1744.4 

30 

4.75 

0.8 1 

11.2 

7.9 

11.1 

9.2 

9.1 

MB 

LORD  ABBETT  GLOBAL  INCOME  A 

♦ 

IB 

AVG 

194.7 

-18 

4.75 

l.Ot 

6.2 

6.6 

7.2 

7.3 

NA 

^3 

LORD  ABBETT  U.S.  GOVT.  SEC.  A 

Gl 

OA 
— Z*f 

A  TEi 

not 

u.y  T 

1 .  / 

A  n 

3.b 

Q  1 
O.  1 

Q  A 

MAINSTAY  CONVERTIBLE  B 

CV 

O/ 

3.UU 

2.1  t 

1  1 .4 

in  c 

1  J.  / 

■J  1 
O.i 

b.  1 

iviHina  1 A I  utj  V  c.nnivic.n  i  d 

n 

ul 

783.5 

-21 

5.00** 

1.7t 

1.3 

4.4 

4.6 

5.8 

9.0 

mi 

MAINSTAY  HI-YIELD  CORP.  BOND  B 

HY 

2439.4 

52 

5.00** 

1.6t 

15.6 

12.0 

15.8 

7.9 

5.6 

HI 

MARKETWATCH  INTERM.  FIXED-INCOME 

CI 

99.2 

173 

4.50 

1.1  t 

2.0 

4.3 

5.6 

7.6 

□3 

MARQUIS  GOVT  SECURITIES  A 

Gl 

loU.  J 

1  o 

0.3U 

U.  / 

O.I 

1 

3. 1 

3.D 

I.I 

ITl 

MARSHALL  GOVERNMENT  INCOME 

Gl 

o  1 

NO  loao 

U.y 

o.U 

O.D 

A  1 

IT3 

fnAnanALL  IN  1  C.KIVIE.UIA  1  c.  tnjnij 

n 

Ul 

431,6 

21 

No  load 

0.7 

2.4 

4.7 

6.0 

4.1 

MARSHALL  SHORT-TERM  INCOME 

CS 

104.0 

19 

No  load 

0.5 

5.0 

5.2 

6.4 

2.0 

ca 

MERRILL  LYNCH  ADJ.  RATE  SEC.  B 

AVG 

GS 

* 

118.8 

15 

4.00** 

1.6t 

6.2 

4.7 

3.9 

5.3 

3.9 

MERRILL  LYNCH  AMERICAS  INCOME  B 

IB 

163.4 

58 

4.00  ** 

2.1  t 

33.8 

1 2.7 

8.2 

NA 

[TT 
1  1  u 

MERRILL  LYNCH  CORP.  HIGH-INCOME  B 

HY 

* 

4528.6 

30 

4.00  ** 

1 .3 1 

1 1.6 

8.1 

1 2.0 

8.6 

6.3 

MtKKILL  LTNCn  CUKK.  IN  1  E.KIVI.  1  fc-KIVI  d 

n 

213.1 

-7 

1.00** 

1.1  t 

2.4 

4.9 

5.9 

5.2 

nm 

MERRILL  LYNCH  CORP.  INVMT.  GRADE  B 

CI 

713.3 

4 

4.00** 

1.3t 

1.4 

4.4 

6.2 

5.9 

9.9 

y± 

MERRILL  LYNCH  FEDERAL  SEC.  D 

Gl 

AVG 

951.3 

-1 

4.00 

0.9 1 

4.6 

5.2 

5.7 

6.4 

7.0 

[H 

MERRILL  LYNCH  GLOBAL  BOND  B 

IB 

AVG 

347.5 

-36 

4.00  *  * 

1 .6 1 

5.6 

3.7 

5.8 

5.1 

NA 

rri 

1  1  M 

MERRILL  LYNCH  S/T  GLOBAL  INCOME  B 

CS 

239.4 

-36 

4.00  ** 

1 .7  t 

4.5 

2.4 

2.0 

5.6 

NA 

MbNKILL  LTNCM  WUnLU  InwUMC.  IS 

MU 

988.2 

-20 

4.00** 

1.6 1 

10.2 

6.3 

7.3 

6.8 

NA 

MFS  BOND  A 

AVG 

CI 

AVG 

560.2 

5 

4.75 

l.Ot 

3.9 

6.5 

7.9 

7.1 

10.0 

[B 

MFS  GOVERNMENT  LTD.  MATURITY  A 

AVG 

GS 

♦ 

225.8 

-9 

2.50 

0.9 1 

2.9 

4.1 

5.1 

6.2 

1.9 

&□ 

MFS  GOVERNMENT  MORTGAGE  A 

♦ 

Gl 

AVG 

523.5 

-10 

4.75 

1 .2  t 

3.2 

5.5 

5.8 

6.5 

7.8 

i  1  1 

MFS  GOVERNMENT  SECURITIES  A 

Gl 

AVG 

300.2 

-1 1 

4.75 

0.8 1 

0.8 

5.2 

6.5 

6.5 

8.0 

n-s 
HMI 

nlr  9  HlbH-INl'UiVIt  A 

HY 

AVG 

643.3 

8 

4.75 

l.Ot 

12.6 

8.7 

12.4 

8.7 

7.8 

MFS  INTERMEDIATE  INCOME  B 

MU 

166.3 

-28 

4.00** 

2.2  t 

3.8 

3.8 

4.6 

5.4 

5.8 

[s: 

MFS  LIMITED  MATURITY  A 

CS 

98.9 

2 

2.50 

l.Ot 

4.9 

5.5 

7.1 

3.0 

MFS  WORLD  GOVERNMENTS  A 

IB 

♦ 

27 1.3 

-20 

4.75 

1 .5  t 

5.4 

4.4 

6.4 

o  o 
z.z 

D.J 

NATIONWIDE  BOND 

CL 

130.5 

-6 

4.50 

0.7 

1 .5 

5.1 

o.o 

O.D 

lU.a 

r-T-r 

NEUBERGER  &  BERMAN  LTD.  MAT. 

AVG 

CS 

AVG 

239.6 

-21 

No  load 

0.7 

4.5 

4.8 

5.3 

6.1 

3.3 

[Xl| 

NEUBERGER  &  BERMAN  ULTRA  SHORT 

UB 

82.4 

-15 

No  load 

0.7 

4.8 

4.6 

4.1 

5.6 

1.7 

NEW  ENGLAND  ADJ.  RATE  U.S.  GOVT.  A 

GS 

223.1 

-32 

1.00 

0.7  t 

5.8 

5.0 

4.8 

5.7 

2.5 

□□t 

NEW  ENGLAND  BOND  INCOME  A 

AVG 

CI 

190.0 

-5 

4.50 

1.1  t 

4.6 

6.6 

7.8 

/.U 

1 1  n 
1 1  .U 

i-r-cl 

S! 

NEW  ENGLAND  GOVT.  SEC.  A 

Gl 

121.5 

-18 

4.50 

1.4 1 

0.8 

4.6 

5.9 

6.5 

10.3 

MFW  FM^I  AMn  1  Tn  -TFRM  11  C    fitWfT  A 

HQ 

275.8 

-24 

3.00 

1.2t 

2.4 

4.2 

4.9 

7.1 

5.1 

NEW  ENGLAND  STRATEGIC  INCOME  B 

MU 

92.8 

139 

4.00** 

1.7t 

13.7 

7.0 

19.2 

NICHOLAS  INCOME 

HY 

AVG 

185.7 

15 

No  load 

0.6 

12.4 

9.2 

10.2 

8.4 

6.5 

NORTHEAST  INVESTORS 

HY 

1354.8 

68 

No  load 

1.0 

20.2 

12.9 

15.9 

9.0 

7.3 

NORTHERN  FIXED-INCOME 

CI 

114.5 

20 

No  load 

0.9 

2.6 

5.5 

12.0 

NORTHERN  U.S.  GOVERNMENT 

GS 

171.7 

20 

No  load 

0.9 

3.1 

5.0 

NA 

NORTHSTAR  GOVT.  SECURITIES  T  (ee) 

GL 

AVG 

112.2 

-26 

4.00  **t 

1.3t 

0.3 

3.6 

7.7 

6.3 

25.9 

NORTHSTAR  HIGH  TOTAL  RETURN  B  (ff) 

HY 

401.8 

228 

5.00** 

2.3  t 

15.1 

9.3 

NA 

NORTHSTAR  HIGH-YIELD  T  (gg) 

HY 

124.7 

-11 

4.00  **t 

1.3t 

14.5 

8.4 

14.1 

9.0 

7.1 

111  CORCORAN  BOND 

Gl 

89.2 

-1 

4.50 

0.3 

3.9 

5.9 

6.6 

5.8 

'Includes  redemption  fee.  "Includes  deferred  sales  charge.  tl2(b)-l  plan  in  effect  tIMot  currently  accepting  new  accounts  or  deposits  NA=Not  available  NM=Not  meaningful, 
(ee)  Formerly  Northstar  Advantage  Government  Sec.  T.  (ff)  Formerly  Northstar  Advantage  Higti  Total  Ret.  8.  (gg)  Formerly  l^orttistar  Advantage  Higfi-Yield  T. 


DATA:  MORNINGSTAR,  INC  .  CHICAGO 
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UTUAL  FUND  SCOREBOARD 


Bond  Funds 


NO 


OVERALL  RATING    CATEGORY    RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 
OF  EACH  FUND  AGAINST  ALL  FUNDS) 


(COMPARES  FUND 
WITHIN  CATEGORY) 


ASSETS 
SMIL, 


%  CHG. 
1995-96 


SALES  EXPENSE 
CHARGE  (%)  RATIO  (%) 


PERFORMANCE 

TOIAL  RETURN  (%) 
lYR.    3YR.  SYR, 


PORTFOLIO 


TREND 


YIELD  MATURITY  5-YEAR 
(%)    (YEARS)  ANALYSIS 


•PENHEIMER  BOND  A 
>PENHEIMER  BOND  FOR  GROWTH  M 
>PENHEIMER  CHAMPION  INCOME  A 
>PENHEIMER  HIGH-YIELD  A 
•PENHEIMER  LTD.-TERM  GOVT.  A 


CI 

192.2 

14 

4.75 

1.3t 

4.9 

5.6 

6.8 

7.3 

NA 

CV 

266.1 

12 

3.25 

1.6t 

9.6 

10.9 

16,8 

4.5 

6.5 

HY 

*- 

389.6 

39 

4.75 

1.2t 

13.4 

9.1 

12.9 

8.7 

NA 

HY 

AVG 

1142.1 

3 

4.75 

I.Ot 

14.3 

8.7 

12.0 

9.0 

9.4 

AVG 

GS 

AVG 

433.2 

16 

3.50 

O.St 

4.9 

5.2 

5.6 

6.9 

2.8 

* 

MU 

-* 

3667.1 

12 

4.75 

I.Ot 

12.6 

7.5 

9.8 

8.6 

4.5 

AVG 

Gl 

* 

481.2 

-8 

4.75 

1.1  t 

4.3 

5.8 

6.1 

7.1 

5.0 

Gl 

77.2 

153 

4.50 

0.9  t 

-0.1 

4.3 

5.8 

6.2 

11.1 

♦ 

GS 

394.0 

-40 

3.00 

0.8  t 

4.4 

2.7 

3.4 

5.4 

1.4 

CV 

290.8 

24 

4.50 

1.2 

19.5 

11.8 

15.8 

3.2 

9.1 

I  I  ■  M 


•PENHEIMER  STRATEGIC  INCOME  A 
•PENHEIMER  U.S.  GOVT.  A 
^ERLAND  EXPRESS  U.S.  GOVT.  INC.  A 
rERLAND  EXPRESS  VAR.  RATE  GOVT.  A 
XIFIC  HORIZON  CAPITAL  INCOME  A 


iCIFIC  HORIZON  U.S.  GOVT.  A 
ilNEWEBBER  GLOBAL  INCOME  A 
ilNEWEBBER  HIGH-INCOME  A 
ilNEWEBBER  INVMT.  GRADE  INC.  A 
ilNEWEBBER  LOW  DUR.  U.S.  GOVT.  C 


AVG 


Gl 
IB 
HY 
CL 
GS 


AVG 


77.3 
540.1 
243.4 
223.4 
117.6 


-16 
-14 
4 
-14 
-32 


4.50 
4.00 
4.00 
4.00 
0.75" 


1.2 

1.3t 
0.9  t 
I.Ot 
1.8t 


4.2 
7.1 
17.3 
3.7 
4.7 


4.2  5.4 

5.3  6.2 
4.7  11.8 

5.4  7.6 
3.1 


6.4  NA 

6.8  5.0 

9.1  7.3 

6.7  15.2 

5.0  23.0 


ilNEWEBBER  U.S.  GOVT.  INC.  A 
lYDEN  &  RYGEL  GLOBAL  F/l  A 
lYDEN  &  RYGEL  SHORT  BOND  A 
RMANENT  PORTFOLIO  TREASURY  BILL 
lOENIX  CONVERTIBLE  A 


Gl 
IB 
CS 
UB 
CV 


AVG 


AVG 
AVG 


330.7 
658.6 
107.1 
106.3 
207.8 


-23 
13 

446 
-8 
-8 


4.00 
No  load 
No  load 
No  load 

4.75 


I.Ot 

0.5 

0.4 

0.8 

1.2t 


0.7 
5.8 
3.7 
4.3 
11.2 


1.8  3.6 

6.6 
5.1 

4.2  3.5 
9.2  10.1 


6.0  14.2 
7.5  5.8 


5.4 
4.7 
3.6 


1.8 
0.2 
NA 


lOENIX  HIGH-YIELD  A 

lOENIX  MULTI-SECTOR  FIXED-INC.  A 

lOENIX  U.S.  GOVT.  SEC.  A 

ONEER  AMERICA  INCOME  A 

DNEER  BOND  A 


HY 
MU 
Gl 
Gl 
CI 


525.4 
175.7 
203.0 
144.7 
99.8 


4 
4 

-15 
-11 
-9 


4.75 
4.75 
4.75 
4.50 
4.50 


1.2t 
1.1  t 
I.Ot 
I.Ot 
1.2t 


17.2 
13.6 
1.9 
2.3 
1.9 


8.3  12.5 

8.3  10.5 

4.9  6.1 

4.5  5.8 

4.9  6.8 


8.8  8.1 
7.0  10.3 


5.3 
6.6 


8.5 
7.7 


7.0  13.4 


>ER  ADJ.  RATE  MORTGAGE  SEC. 
>ER  GOVERNMENT  INCOME 
>ER  INTERMEDIATE  BOND  (ii) 
EFERRED  FIXED-INCOME 
EMIER  GNMA  A 


AVG 
AVG 


UB 
Gl 
Gl 
CI 
Gl 


234.4 
80.0 
117.5 
131.1 
111.6 


-46 
-22 
-59 
101 
-17 


1.50 
4.00 
2.00 1 
No  load 
4.50 


0.6 1 
1.1  t 
I.Ot 
0.9 
1.0 


6.8 
4.2 
4.3 
3.0 
4.3 


0.4 
4.3 

-2.7 
5.8 
5.3 


5.5 
3.7 


6.1 


5.8 
6.6 


NA 
NA 


8.7  25.6 

5.8  12.7 


6.2 


NA 


ROWE  PRICE  GNMA 
ROWE  PRICE  HIGH-YIELD 
ROVIE  PRICE  INTL.  BOND 
ROWE  PRICE  NEW  INCOME 
fOWE  PRICE  SHORT-TERM  BOND 


AVG 
AVG 
AVG 


Gl 
HY 
IB 
CI 
CS 


AVG 


927.6 
1325.2 

969.5 
1688.3 

446.9 


3 
8 
-5 
1 

-A 


No  load 
1.00* 
No  load 
No  load 
No  load 


0.8 
0.9 
0.9 
0.8 
0.7 


3.1 
11.6 
7.1 
2.4 
3.9 


6.1  6.2 
5.9  10.7 

8.2  9.2 
5.8  6.3 
3.4  4.4 


7.0  8.7  '_— '_ 

9.0  7.7  WL-jJ 

5.7  7.5  □■■ 

6.7  9.3  !  I  I 

6.0  2.3  OJaLa 


tOWE  PRICE  SHORT-TERM  U.S.  AVG  GS 

tOWE  PRICE  SPECTRUM  INCOME  CI 

?OWE  PRICE  U.S.  TREAS.  INTERM.  AVG  Gl 

INCOR  BOND  A  ^  CI 

INCOR  GOVT.  SEC.  INCOME  A  Gl 


AVG 


AVG 


95.8 
1356.0 
193.6 
113.1 
256.4 


-9 
37 
6 
3 
-4 


No  load 
No  load 
No  load 
4.75 
4.75 


0.7 
0.0 
0.7 
I.Ot 
0.8 1 


4.3 
7.7 
2.4 
2.3 
3.9 


4.8 
8.0 
5.1 
6.2 
5.6 


4.2 
8.9 
5.9 
7.9 
6.4 


5.9 
6.3 
6.2 


2.8 
8.2 
4.7 


6.8  10.6 
6.3  9.6 


JDENTIAL  DIVERSIFIED  BOND  B  CI 

JDENTIAL  GLOBAL  LTD.  MAT.  A  ^-9-  IB 

JDENTIAL  GOVT.  INCOME  A  Gl 

JDENTIAL  GOVT.  SHORT-INTERM.  TERM  AVG  GS 

JDENTIAL  HIGH-YIELD  B  HY 


136.0 
81.5 
890.6 
180.9 
2597.8 


60 
125 

-5 
-14 
-4 


5.00' 
3.00 
4.00 
No  load 
5.00' 


1.5t 
1.2t 
I.Ot 
I.Ot 
14 1 


5.2 
12.5 
1.4 
3.9 
12.0 


5.3  4.8 
5.2  6.1 
4.6  5.4 

8.4  11.5 


6.3  11.6 

6.2  34 


6.7 
5.5 
8.7 


8.7 
4.6 
8.1 


rrmi 
rrwm 


JDENTIAL  INTERM.  GLOBAL  INCOME  A 
JDENTIAL  MORTGAGE  INCOME  B 
JDENTIAL  STRUCT.  MATURITY  B 
TNAM  AMERICAN  GOVT.  INC.  A 
'NAM  CONVERT.  INCOME-GROWTH  A 


IB 
Gl 
CS 
Gl 
CV 


AVG 


166.0  -9  3.00  1.4 1  11.0  8.4  8.9  5.9  6.6 
96.0  -24  5.00**  1.9 1  3.4  4.9  5.0  5.7  7.7 
94.5  -21  3.00**  1.5 1  3.7  4.5  6.0  3.2 

1742.3  -20  4.75  0.9 1  2.3  5.5  5.7  6.3  9.0 

940.1  19  5.75  1.2 1  17.8  12.7  15.2  4.4  7.8 


'NAM  DIVERSIFIED  INCOME  B  MU  2230.6  16  5.00**  1.8t  8.1  6.1  6.4  7.9 

NAM  FEDERAL  INCOME  A  Gl  370.4  -14  4.75  1.1  t  2.0  5.5  5.5  6.0  9.7 

NAM  GLOBAL  GOVERNMENTAL  INC.  A -V^^^-V  IB  ♦         340.3  -8  4.75  1.3t  9.5  4.6  6.3  7.1  11.0 

NAM  HIGH  YIELD  ADVANTAGE  A  HY  ♦       1094.4  23  4.75  Lit  10.6  7.6  12.3  9.2  7.0 

NAM  HIGH  YIELD  A  HY  AVG       3263.2  7  4.75t  I.Ot  12.7  8.2  12.4  9.1  7.2 

9.7 
6.1 
7.0 
11.3 
2.6 


NAM  INCOME  A 

CI 

-* 

1049.9 

9 

4.75 

1.1  t 

4.0 

6.4 

8.2 

6.5 

NAM  INTERM.  U.S.  GOVT.  INC.  A 

Gl 

141.8 

144 

3.25 

1.2t 

3.7 

5.6 

5.9 

NAM  U.S.  GOVT.  INCOME  A 

#■ 

Gl 

* 

2395.1 

-18 

4.75 

0.9 1 

3.9 

5.6 

5.8 

6.5 

OMON  BROS.  HIGH-YIELD  BOND  B 

HY 

105.8 

946 

5.00** 

2.0 1 

21.2 

9.0 

IWAB  SHORT/INTERM.  GOVT.  BOND 

AVG 

GS 

♦ 

131.5 

-16 

No  load 

0.5 

4.0 

3.9 

5.1 

6.1 

>UT  BOND 

AVG 

CI 

AVG 

79.8 

1 

No  load 

0.9 

3.5 

4.6 

5.7 

5.6 

ODER  EMERGING  MKTS.  INCOME 

IB 

323.5 

71 

No  load 

1.4 

34.6 

13.9 

8.9 

ODER  GLOBAL  BOND 

♦ 

IB 

AVG 

201.6 

^0 

No  load 

1.0 

3.1 

3.2 

4.3 

6.2 

ODER  GNMA 

AVG 

Gl 

*-* 

402.9 

-8 

No  load 

0.9 

4.2 

5.6 

5.9 

6.4 

ODER  INCOME 

AVG 

CI 

AVG 

580.4 

0 

No  load 

1.0 

3.4 

54 

7.1 

6.1 

ODER  INTERNATIONAL  BOND 

IB 

♦ 

359.5 

-51 

No  load 

1.3 

3.5 

0.9 

5.1 

5.8 

DDER  SHORT-TERM  BOND 

AVG 

CS 

♦ 

1466.1 

-19 

No  load 

0.8 

3.9 

3.8 

4.9 

6.5 

iGMAN  HIGH-YIELD  BOND  A 

HY 

408.3 

124 

4.75 

1.1  t 

15.0 

11.8 

14.9 

9.6 

TINEL  BOND  A 

♦ 

CI 

97.0 

-12 

4.00 

I.Ot 

1.9 

5.1 

7.1 

6.6 

TINEL  GOVERNMENT  SEC. 

Gl 

89.8 

-18 

4.00 

I.Ot 

0.8 

4.7 

6.1 

6.1 

4.1  UM-U 
NA  [TUB 

9.0  n-M-n 

8.2  U-MM 

10.0 


9.0 

2.5 
8.5 
6.9 
6.3 


idfs  redemption  fee  "Includes  deferred  sales  charge,  tl2(b)-l  plan  in  effect  tNot  currently  accepting  new  accounts  or  deposits,  NA=Not  available,  NM=Not  meaningful 
■otmerly  Bond  Fund  for  Growtfi  A,  (ii)  Formerly  Piper  Inst,  Government  Income, 
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The  6th  Annual  Business  Week  Forum 
ofChief  Financial  Officers 

MMCE 
AD 

VISION 

Unlocking  The  Potential 

March  19-21,  1997.  Palm  Springs,  CA. 


tured  speakers: 


c  York 

hainruui 

da  C.orporiiiion 


1 
I 


Gary  Wilson 
Cn-Chairman 
Northwest  Airlines 


f  Jary  Tooiney 

Chief  Financial  Officer 

Qantas  Airways  Limited 


James  Noble 

Chief  Financial  Officer 

British  Biotech 


John  B.  Menzer 
Chief  Financial  Officer 
Wal-Mart  Stores.  Inc. 


a  Woodbury 
Vice  President 
'0 

Products,  Inc. 


[ 


John  Clerico 

Vice  President  and  CFO 

Praxair,  Inc. 


B.  Kenneth  West 
Senior  Consultant 
Corporate  Governance 
TIAA-CREF 


n  a  business  environment  of  rapid  change,  tiie 
onship  between  the  CFO  and  key  company 
holders  is  critical  to  corporate  success.  Managing 
holders'  various  and  often  conflicting  agendas  is  an 
ing  challenge  for  today's  CFOs.  How  can  these 
onships  be  leveraged  to  gain  a  competitive  and 
gic  advantage? 

b  find  out,  join  Business  Week  and  the  CFOs  of  the 
a's  largest  corporations  at  this  premier  annual  event. 

miss  this  chance  to  get  the  latest  strategies  for 
ss  directly  from  the  leaders  who  have  unlocked  the 

tial  in  their  organizations. 


Keynote  speaker: 


Edward  V.  Regan 
Policy  Advisor 
Jerome  Levy 
Economics  Institute 
Bard  College 


The  Honorable 
George  Bush 
President  of  the 
United  States.  1989-1993 


Presented  in  association  witii: 

American  International  Group,  Inc. 
IBM  Credit  Corporation 
KPMG  Peat  Marwick  LLP 
Milliman  &  Robertson,  Inc. 
SAS  Institute  Inc. 

For  registration  information  on  tiie 
6tli  Annual  Business  Weeic  Forum 
of  Cliief  Financial  Officers: 

Please  call  (800)  821-1329. 

Attendance  is  limited  to  CFOs  of  leading 
national  and  worldwide  companies. 


BusinessWeek 


E  X  E  C  II  T  I  V  E  PROGRAMS 


Beyond  news.  Intelligence. 


'The  McGraw-Hill  Companies,  Inc. 


A  Division  of  The  McGraw-Hill  Companies 


MUTUAL  FUND  SCOREBOARD 


Bond  Fum 


FUND 


OVERALL  RATING    CATEGORY    RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 
OF  EACH  FUND  AGAINST  ALL  FUNDS) 


(COMPARES  FUND 
WITHIN  CATEGORY) 


ASSETS 
$MIL. 


%  CHG. 
1995-96 


SALES  EXPENSE 
CHARGE  (%)  RATIO  (%) 


PERFORMANCE 

TOTAL  RETURN  (%l 
lYR.    SYR.  SYR. 


PORTFOLIO  TREI*!" 

YIELD  MATURITY  5-Yi~ 
(%)    (YEARS)  ANAL 


1784  INCOME 

1784  SHORT-TERM  INCOME 
1784  U.S.  GOVT.  MED.-TERM  INC. 
SIERRA  CORPORATE  INCOME  A 
SIERRA  U.S.  GOVERNMENT  A 


CI 
CS 
Gl 
CL 
Gl 


321.6 
145.2 
196.8 
248.2 
321.5 


52 
93 
25 
-31 
-27 


No  load 
No  load 
No  load 
4.50 
4.50 


O.St 
0.6 1 
O.St 
0.9 1 
I.Ot 


2.7 
4.3 
2.1 
0.7 
3.7 


4.4 
4.7 
4.4 


7.9 
5.2 


6.2  11.4 
5.S  4.0 

6.3  8.3 
7.3  19.6 
6.9  8.7 


SMITH  BARNEY  ADJ.  RATE  GOVT.  A 
SMITH  BARNEY  DIVERS.  STRAT.  INC.  B 
SMITH  BARNEY  GOVT.  SEC.  A 
SMITH  BARNEY  HIGH-INCOME  B 
SMITH  BARNEY  INVMT.  GR.  BONO  B 


GS  143.9  -16  No  load  1.6t  5.2  5.1 

MU  AVG      2461.6  2  4.50**  1.5t  9.9  6.9  7.9 

Gl  388.7  -13  4.50  0.9 1       1.8  3.S 

HY  AVG        622.4  19  4.50**  1.6t  12.4  7.8  12.3 

CL  258.4  -11  4.50**  1.6 1        -1  6.5  9.1 


5.4  NA  LJJi 

7.7  NA  [B 

6.4  7.5  Cyi 

8.9  7.1  ■ 

6.1  NA  S 


SMITH  BARNEY  MANAGED  GOVT.  A 
SMITH  BARNEY  SHORT-TERM  U.S.  A 
SMITH  BARNEY  U.S.  GOVT.  SEC.  A 
SMITH  BARNEY  GLOBAL  GOVT.  A 
SMITH  BREEDEN  SHORT  DUR.  GOVT.  SEP. 


Gl 
GS 
Gl 
IB 
UB 


AVG 


AVG 


437.0 
83.2 
312.5 
103.2 
188.7 


-15 
-22 
-19 
-14 
-20 


4.50 
No  load 
4.50 
4.50 
No  load 


I.Ot 
I.Ot 
O.St 
1.3  t 
O.S 


3.6 
2.0 
4.0 
7.5 
6.3 


4.9 
4.3 
6.1 
6.0 
5.5 


6.0 
5.0 
63 
7.4 


8.9 
5.4 
6.5 
10.1 
5.6 


NA 
NA 
NA 
NA 
0.5 


SOUTHTRUST  VULCAN  BOND 
SSGA  YIELD  PLUS  (jj) 
STAGECOACH  GINNIE  MAE  A 
STAGECOACH  U.S.  GOVT.  ALLOC.  A 
STAR  STRATEGIC  INCOME 


CI 
UB 
Gl 
Gl 
MU 


AVG 


89.8 
1001.9 
142.3 
95.7 
112.8 


7 

-27 
-14 
-29 
118 


3.50 
No  load 
4.50 
4.50 
5.00* 


0.9  2.4  4.2 

0.4 1  5.5  5.4 

0.8 1  3.0  5.4 

Lit  3.5  3.4 

NA  t  5.3 


6.1 
6.7 


5.8  8.6  Lk^ 
5.5  0.2  ULM 

6.9  NA  yji 

5.4  6.0  [M2 

7.0  NA  □ 


STAR  U.S.  GOVERNMENT  INCOME 
STATE  ST.  RESEARCH  GOVT.  INC.  A 
STATE  ST.  RESEARCH  HIGH-INC.  A 
STEIN  ROE  INCOME 
STEIN  ROE  INTERMEDIATE  BOND 


AVG 


AVG 


Gl 
Gl 
HY 
CI 
CI 


138.7 
568.6 
672.4 
337.7 
312.5 


26 
-13 

8 
63 

0 


3.50 
4.50 
4.50 
No  load 
No  load 


0.9  t 
1.1  t 
1.2t 
0.8 
0.7 


1.7 
3.2 
16.9 
4.9 
4.6 


4.4 

5.6  6.7 

8.8  13.7 

6.5  8.4 

6.0  7.0 


5.9 
6.4 
8.7 
7.2 
6.9 


NA 

7.5 
8.6 
7.0 
5.8 


STRONG  ADVANTAGE 
STRONG  CORPORATE  BOND 
STRONG  GOVERNMENT  SECURITIES 
STRONG  HIGH-YIELD  BOND 
STRONG  SHORT-TERM  BOND 


UB 
CI 
CI 
HY 
CS 


1417.1 
305.3 
659.9 
282.5 

1181.0 


43 
18 
31 
NM 

7 


No  load 
No  load 
No  load 
No  load 
No  load 


0.8 
1.0 
0.9 
NA 
0.9 


6.7 
5.5 
2.8 
26.9 
6.8 


5.9  6.8 

9.3  10.8 

6.0  8.0 

5.5  6.5 


6.2  1.0 
6.7  11.8 


6.0 
8.8 
7.0 


8.2 
6.5 
2.0 


STRONG  SHORT-TERM  GLOBAL  BOND 
SUNAMERICA  DIVERSIFIED  INCOME  B 
SUNAMERICA  HIGH-INCOME  B 
SUNAMERICA  U.S.  GOVT.  SEC.  B 
TCW/DW  NORTH  AMERICA  GOVT.  INC. 


AVG 


MU 
CI 
HY 
Gl 
IB 


77.6 
91.5 
109.6 
345.9 
314.3 


210 
-22 
-9 
-31 
-49 


No  load 
4.00* 
4.00' 
4.00* 

No  load 


0.0 
2.1  t 
2.1  t 
2.1  t 
1.6t 


10.0 
12.4 
14.8 
2.3 
4.0 


4.7 
5.4 
5.1 
0.6 


5.3 


4.9 


6.8  2.1 

7.7  6.1 

8.5  7.2 

5.1  NA 

5.3  NA 


TEMPLETON  GLOBAL  BOND  I  (kk) 
THORNBURG  LTD.-TERM  U.S.  A 
U.S.  GOVERNMENT  SECURITIES 
UNITED  BOND  A 
UNITED  GOVERNMENT  SEC.  A 


AVG 
AVG 


IB 

GS 
Gl 
CI 
Gl 


AVG 
AVG 


195.2 
139.5 
1192.0 
518.9 
135.3 


0 

-2 
-12 

-S 
-13 


4.25 
2.50 
4.75 
5.75 
4.25 


1.1  t 
I.Ot 
O.St 
0.7  t 
O.St 


11.2 
4.3 
2.8 
3.2 
1.8 


8.2 
4.9 
4.2 
5.4 
5.3 


7.6 
5.6 
6.1 
7.4 
6.6 


5.9 
6.2 
7.0 
6.3 


4.9 
3.7 
7.7 
9.7 


6.2  10.1 


UNITED  HIGH-INCOME  A 

UNITED  HIGH-INCOME  II  A 

USAA  GNMA 

USAA INCOME 

USAA  SHORT-TERM  BOND 


AVG 


HY 
HY 
Gl 
CL 
CS 


AVG 


996.8 
373.8 
307.0 
1785.0 
111.6 


2 
1 
3 
-6 
22 


5.75 
5.75 
No  load 
No  load 
No  load 


0.9 1 

I.Ot 

0.3 

0.4 

0.5 


11.9 
12.0 
2.9 
1.3 
6.3 


8.3 
7.9 
6.3 
6.1 
5.7 


11.8 
11.3 
6.4 
7.3 


8.4 
8.5 
6.9 
6.7 
6.1 


6.6 
6.7 
NA 
13.6 
2.8 


VALUE  LINE  U.S.  GOVERNMENT 
VAN  KAMPEN  AMER.  CAP.  CORP.  BD.  A 
VAN  KAMPEN  AMER.  CAP.  GL.  GOVT.  B 
VAN  KAMPEN  AMER.  CAP.  GOVT.  SEC.  A 
VAN  KAMPEN  AMER.  CAP.  HARBOR  A 


AVG 


AVG 


Gl 
CI 
IB 
Gl 
CV 


203.7  -18 

167.3  -4 

86.5  -21 

2175.4  -15 

373.1  -5 


No  load 
4.75 
4.00* 
4.75 
5.75 


0.7 

1.1  t 
2.3 1 
I.Ot 
I.Ot 


3.9 
2.7 
2.2 


2.0 
6.0 
2.5 


1 .9  4.4 
12.1  8.7 


4.4 
7.6 
4.3 
5.6 
9.9 


7.0  6.9 
7.0  14.2 


5.9 
6.9 
3.4 


6.6 
7.7 
NA 


VAN  KAMPEN  AMER.  CAP.  HI-INC.  A 
VAN  KAMPEN  AMER.  CAP.  HI-YIELD  A 
VAN  KAMPEN  AMER.  CAP.  U.S.  GOVT.  A 
VAN  KAMPEN  AMER.  CAP.  U.S.  GOVT.  INC. 
VANGUARD  BOND  INDEX  INTERM.-TERM 


HY 
HY 
Gl 
Gl 
CI 


AVG 


AVG 


437.4  5 

280.8  5 

2553.0  -14 

143.8  -25 

457.2  32 


4.75 
4.75 
4.75 
4.00* 
No  load 


1.1  t 
1.3t 
1.2t 
1.9t 
0.2 


13.7 
12.5 
4.1 
1.5 
2.6 


8.8 
S.5 
5.1 
3.5 


12.5 
12.0 
5.9 


9.6 
9.1 
7.4 
6.1 
6.5 


6.8 
19.2 
7.0 
NA 
10.5 


VANGUARD  BOND  INDEX  SHORT-TERM 
VANGUARD  BOND  INDEX  TOTAL 
VANGUARD  CONVERTIBLE  SEC. 
VANGUARD  FIXED-INCOME  GNMA 
VANGUARD  F/l  HIGH-YIELD  CORP. 


AVG 
AVG 


CS 
CI 
CV 
Gl 
HY 


AVG 


326.8 
2952.8 

166.1 
7398.8 
3563.5 


57 
23 
-1 
7 
23 


No  load 
No  load 
No  load 
No  load 
1.00* 


0.2 
0.2 
0.8 
0.3 
0.3 


4.6 
3.6 
15.4 
5.2 
9.6 


6.0 
8.3 
6.9 
8.7 


7.0 
11.4 

6.7 
11.6 


5.9 
6.5 
3.6 
7.1 
8.7 


4.4 
6.8 
NA 
7.9 
8.0 


all 


VANGUARD  F/l  INTERM.-TERM  CORP. 
VANGUARD  F/l  INTERM.-TERM  U.S. 
VANGUARD  F/l  L/T  CORP.  BOND 
VANGUARD  F/l  L/T  U.S.  TREAS. 
VANGUARD  F/l  SHORT-TERM  CORP. 


CI  616.8  71  No  load  0.3  2.8  6.1  6.5  7.2 

♦  Gl  ♦  1270.4  6  No  load  0.3  1.9  5.5  7.1  6.2  7.5 
AVG  CL  ■*  3412.0  2  No  load  0.3  1.2  6.6  8.8  6.9  20.0 
♦  ♦         GL  918.0  0  No  load  0.3  -1.3  6.1  8.4  6.6  21.0 

*  CS  4587.5  23  No  load  0.3  4.8  5.7  6.3  6.2  2.4 


VANGUARD  F/l  SHORT-TERM  FED. 
VANGUARD  F/l  SHORT-TERM  U.S  TREAS. 
VANGUARD  PREFERRED  STOCK 
VICTORY  GOVERNMENT  MORTGAGE 
VICTORY  INTERMEDIATE  INCOME 


GS 
GS 
CL 
Gl 
CS 


AVG 


1339.2 
965.8 
297.5 
122.5 
269.2 


-5 
11 
-A 
-9 
57 


No  load 
No  load 
No  load 
4.75 
4.75 


0.3 
0.3 
0.4 
0.8 
0.8 


4.8 
4.4 
8.5 
4.2 
3.1 


5.2 
5.2 
7.9 
5.5 
4.7 


5.8 
5.7 
9.0 
6.2 


6.0 
5.8 
6.8 
6.2 
5.7 


2.3 
2.4 
NA 
16.4 
5.9 


'Includes  redemption  fee.  '"Includes  deferred  sales  charge  tl2(b)-l  plan  in  effect  tNot  currently  acceptini 
()])  Formerly  Seven  Seas  Yield  Plus,  (kk)  Formerly  Templeton  Income  I. 


;  new  accounts  or  deposits,  NA=Not  available.  NM=Not  meaningful. 
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FundsNetwork*. 

FIDELITY  INVESTMENTS? 

j 

NETWORK® 

1-800  5449697 

Over  300  companies 

For  the  largest 

choice  in 

to  choose  from: 
Babson 

1 

mutual  funds 

Baron 
Berger 
Cohen  &.  Steers 
Dreyfus 

there's  only 

Founders 
Heartland 
Hotchkis  &  Wiley 

1 

:  ] 
i 

one  choice. 

Janus 
Kaufmann 
Lexington 
Montgomery 

j 

3.300  Mutual          600  No  Load        One  Consolidated          One  Phone 

Neuberger  & 
Berman  Trust 

Fund  Choices              Funds                 Statement  Call 

PBHG 

1 

FundsNetwork  offers        With  FundsNetwork        One    convenient.        Just  one  telephone 
you  more  mutual  fund        you  can  also  choose        consolidated  statement        call   reaches  over 
choices  than  anyone        from  more  than  600        brings  all  your  mutual        3300    funds.  Call 

Robertson  Stephens 
Stein  Roe 

—over  3 JOO  funds  from        no  load  funds  avail-        funds  together.  It        today  for  your  free 
over  300  companies        able  without  paying        provides  cost  basis        copy  of  FundsNetwork 
including  the  full  selec-        any  transaction  fees  to        reportmg  for  easy  tax        FundScreens  — a  list 
tion  of  Fidelity  funds.        Fidelity.'                         reconciliation.                  of  highly  rated  funds. 

Strong 
Van  Wagoner 

i 

Warburg  Pincus 

i 

Fidelity  Investments^ 

1-800-544-9697 

Wasatch 
and  many  more... 

1 
i 

1)1)  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.  m.  -  9  p.  m.  ET. 

ir  more  complete  information  on  any  fund  available  through  FundsNetwork,  including  charges  and  expenses, 
II  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money. 

i  11  fees  as  described  in  the  funds'  prospectuses  still  apply.  Fidelity  Brokerage  Services.  Inc  may  be  remunerated  for  providing 
1  lam  recordkeeping  and  shareholder  services  to  the  fund  families.  For  more  information  on  the  FundsNenvork  program,  call 
1  •  a  l  uiuls\\  iU('rk  Pcrfonmvuc  Direaorx.  Fidelitv  Brokerage  Senices.  Inc.  Member      SE.  SIPC.  2b/23100.001 

1                                                                                                                                           .                               .  IT 
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MUTUAL  FUND  SCOREBOARD 


Bond  Fun 


FUND 


OVERALL  RATING    CATEGORY    RATING  SIZE 


FEES 


(COMPARES  FUND      ASSETS    %  CHG. 


SALES 


EXPENSE 


PERFORMANCE 

TOTftl  RETURN  {'/. 


PORTFOLIO 

YIELD  MATURITY 


5-YE 


OF  EACH  FUND  AGAINST  ALL  FUNDS) 

WITHIN  CATEGORY) 

SMIL, 

1995-96 

CHARGE  (%) 

RATIO  (%) 

1  YR 

3YR, 

5  YR. 

(%) 

(YEARS) 

ANALY 

CI 

153.9 

21 

4.75  ■ 

0.9 

2.5 

5.2 

5.9 

7.3 

mi 

VICTORY  LIMITED-TERM  INCOME 

AVG 

cs 

89.4 

-48 

2.00 

0.8 

4.0 

4.5 

5.0 

6.2 

2.0 

VIRTUS  U.S.  GOVT.  SEC.  INVMT. 

GS 

116.2 

-4 

2.00** 

I.Ot 

2.6 

4.2 

5.2 

6.1 

4.7 

LLU. 

VISTA  U.S.  TREASURY  INCOME  A  (II) 

Gl 

♦ 

103.4 

0 

4.50 

0.9 1 

1.3 

4.4 

5.8 

5.9 

8.7 

WARBURG  PINCUS  FIXED-INCOME 

* 

CI 

158.1 

31 

No  load 

0.8 

6.2 

6.7 

7.6 

6.3 

5.9 

WARBURG  PINCUS  GLOBAL  FIXED  INC. 

-* 

IB 

142.5 

78 

No  load 

1.0 

10.0 

6.4 

8.1 

8.5 

5.9 

WESTERN  ASSET  INTL.  SEC. 

IB 

263.4 

21 

No  load 

0.3 

11.2 

4.8 

7.2 

NA 

WPG  GOVERNMENT  SECURITIES 

Gl 

127.5 

-26 

No  load 

0.8 

3.8 

2.4 

4.8 

5.8 

4.9 

WRIGHT  TOTAL  RETURN  BOND 

CL 

AVG 

91.1 

-26 

No  load 

0.8  t 

0.8 

4.8 

6.5 

5.6 

9.7 

WRIGHT  U.S.  TREASURY  NEAR  TERM 

AVG 

GS 

132.2 

-8 

No  load 

0.8 1 

3.9 

4.1 

5.3 

5.9 

2.0 

TAX-EXEMPT 


AARP  INSURED  T/F  GENERAL  BONO 
AIM  MUNICIPAL  BOND  A 
ALLIANCE  MUNI.  INCOME  CA  A 


AVG 


AVG 


ML 
ML 
SL 


AVG 


AVG 


1742.3  -5  No  load  0.7  3.7  4.1  6.7  4.8  14.1 
278.8      -2  4.75         0.9 1       3.9     4.2     6.6      5.3  16.8 

460.4      -6  4.25         0.8 1       4.4     5.2     7.5      5.5  25.8 


ALLIANCE  MUNI.  INSURED  NATIONAL  A 
ALLIANCE  MUNI.  INCOME  NATIONAL  A 
ALLIANCE  MUNI.  INCOME  NY  A 
AMER.  CENT.-BENHAM  CA  MUNI.  H-Y  (mm) 
AMER.  CENT.-BENHAM  CA  T/F  INS.  (nn) 


ML 
ML 
SL 
SL 
SL 


165.1 
323.9 
178.7 
158.3 
195.3 


-1 
-7 
-A 
21 
2 


4.25 
4.25 
4.25 
No  load 
No  load 


I.Ot 
0.7 1 
0.6 1 
0.5 
0.5 


4.6 
4.3 
4.3 
5.9 
3.7 


5.2 
4.9 
4.3 
5.8 
4.9 


7.5 
7.6 
7.2 
7.9 
7.4 


5.0 
5.5 
5.6 
5.9 
5.2 


22.6 
26.8 
26.7 
21.0 
22.1 


AMER.  CENT.-BENHAM  CA  T/F  INTERM.  (oo) 
AMER.  CENT.-BENHAM  CA  T/F  L-T  (pp) 
AMERICAN  HIGH-INCOME  MUNI.  BOND 
ATLAS  CA  MUNICIPAL  BOND  A 
BERNSTEIN  CA  MUNICIPAL 


AVG 


SI 
SL 
ML 
SL 
SI 


BERNSTEIN  DIVERSIFIED  MUNICIPAL  Ml 

BERNSTEIN  NY  MUNICIPAL  -**  SI 

CALIFORNIA  INVMT.  TAX-FREE  INCOME  SL 

CALVERT  TAX-FREE  RES.  LTD.-TERM  A  MS 

CHURCHILL  TAX-FREE  OF  KY  A  SI 


AVG 


AVG 
AVG 


443.4 
302.1 
249.0 
177.1 
310.7 


4 
2 
27 

-A 
39 


No  load 
No  load 
4.75 
3.00 
No  load 


0.5 
0.5 
0.9  t 
0.9 1 
0.7 


4.2 
3.6 
6.5 
3.9 
3.6 


4.4 
5.1 


3.9 
4.5 


6.2 
7.4 


6.6 
5.7 


4.8  10.6 

5.4  22.6 

5.7  10.1 

4.8  19.1 
4.3  7.3 


AVG 


890.2 
570.1 
209.3 
512.1 
223.0 


25 
17 
1 

12 
-3 


No  load 
No  load 
No  load 
2.00 
4.00 


0.7 
0.7 
0.6 
0.7 
0.8 1 


3.5 
3.3 
3.1 
3.9 
4.2 


4.5 
4.4 
4.3 
4.0 
4.6 


5.7 
5.7 
7.2 
4.2 
6.6 


4.4  7.0 

4.5  6.3 
4.9  15.2 
4.2  5.8 

5.6  15.3 


COLONIAL  CA  TAX-EXEMPT  A 
COLONIAL  MA  TAX-EXEMPT  A 
COLONIAL  TAX-EXEMPT  A 
COLONIAL  TAX-EXEMPT  INSURED  A 
COLUMBIA  MUNICIPAL  BOND 


SL 
SL 
ML 
ML 
SL 


AVG 


268.8 
190.9 
2752.8 
202.7 
375.7 


-12 
-9 
-12 
-16 
-2 


4.75 
4.75 
4.75 
4.75 
No  load 


0.9 1 
0.9 1 
I.Ot 
1.1  t 
0.6 


3.7 
2.9 
2.7 
2.3 
3.8 


4.7 
4.7 
4.2 
4.1 
4.1 


6.5 
7.1 
6.3 
6.1 
5.9 


5.1  20.1 

5.2  18.4 
5.6  20.2 
4.9  18.6 
5.0  13.4 


COMPOSITE  TAX-EXEMPT  BOND  A 
DEAN  WITTER  CA  TAX-FREE  INCOME 
DEAN  WITTER  NY  TAX-FREE  INCOME 
DEAN  WITTER  TAX-EXEMPT  SECURITIES 
DELAWARE  TAX-FREE  PA  A 


AVG 


ML 
SL 
SL 
ML 
SL 


AVG 


203.6 
971.3 
191.6 
1185.3 
948.8 


-11 
-7 
-11 
-10 
-6 


4.00 

5.00** 
5.00** 
4.00 
4.75 


0.8 1 

1.3  t 

1.4  t 
0.5 
0.9  t 


2.5 
3.1 
2.8 
3.6 
3.4 


4.3  6.8  4.9  18.0 
3.7  5.9  4.6  19.0 

3.4  6.1  4.5  18.5 
4.7  6.9  5.5  19.2 


4.5 


6.7 
6.4 


5.5  21.7 


DELAWARE  TAX-FREE  USA  A 
DREYFUS  CA  INTERMEDIATE  MUNI. 
DREYFUS  CA  TAX-EXEMPT  BOND 
DREYFUS  FL  INTERMEDIATE  MUNI. 
DREYFUS  INSURED  MUNI.  BOND 


ML  680.4  -12  4.75  0.9 1  0.8 

SL  219.8  -7  No  load  0.7  3.7 

SL  1400.7  -8  No  load  0.7  3.4 

SL  385.9  -9  No  load  0.7  3.4 

ML  204.4  -15  No  load  0.9 1  2.3 


3.6  6.4  5.9  22.5 

3.6  4.5  8.5 

3.1  5.5  5.1  19.5 

3.9  4.5  8.1 


2.6  5.6 


5.0  23.3 


DREYFUS  INTERMEDIATE  MUNI. 
DREYFUS  MA  TAX-EXEMPT  BOND 
DREYFUS  MUNI.  BOND 
DREYFUS  NJ  INTERM.  MUNI.  BOND 
DREYFUS  NJ  MUNI.  BOND 


AVG 
AVG 

AVG 


ML 
SL 
ML 
SL 
SL 


AVG 
AVG 


1430.3 
156.6 

3603.7 
224.4 
595.8 


No  load 
No  load 
No  load 
No  load 
No  load 


0.7 
0.8 
0.7 
0.7 
0.8 1 


3.8 
4.0 
3.8 
3.3 
3.4 


4.2 
4.1 
3.8 
3.8 
3.9 


6.5 
6.4 
6.4 

6.6 


5.1  9.6 

5.3  23.8 
5.5  20.7 

4.4  7.7 
5.4  19.1 


DREYFUS  NY  TAX-EXEMPT  BOND 
DREYFUS  NY  TAX-EXEMPT  INTERM.  BD 
DREYFUS  SHORT-INTERM.  MUNI.  BOND 
DUPREE  KY  TAX-FREE  INCOME 
EV  MARATHON  CA  MUNICIPALS 


♦  SL  ■••      1761.3  -6  No  load  0.7  2.5  3.5  6.3  5.1  18.0 

♦  SL  364.7  -2  No  load  0.8 1  4.2  4.1  6.6  4.7  9.0 
MS  314.4  -7  No  load  0.7 1  4.2  3.6  4.8  4.4  2.2 
SI  312.3  6  No  load  0.6  3.7  4.8  7.1  5.3  17.1 
SL  349.8  -14          5.00**  1.7 1  2.7  3.4  5.5  4.9  22.1 


EV  MARATHON  CT  MUNICIPALS 
EV  MARATHON  FL  MUNICIPALS 
EV  MARATHON  MA  MUNICIPALS 
EV  MARATHON  Ml  MUNICIPALS 
EV  MARATHON  NATL.  MUNICIPALS 


AVG 


SL  180.9  -7  5.00**  1.6t  2.8  2.8  4.5  20.7 

SL  594.5  -17  5.00**  1.5t  1.6  3.1  5.9  4.7  24.3 

SL  260.2  -12  5.00**  1.6 1  2.1  2.9  5.7  4.8  22.8 

SL  163.8  -13  5.00**  1.6 1  2.3  3.4  5.9  4.5  21.3 

ML  AVG      2086.6  -8  5.00**  1.5 1  3.6  4.5  7.6  5.5  24.0 


[SI 


EV  MARATHON  NJ  MUNICIPALS 
EV  MARATHON  NY  MUNICIPALS 
EV  MARATHON  NC  MUNICIPALS  (qq) 
EV  MARATHON  OH  MUNICIPALS 
EV  MARATHON  PA  MUNICIPALS 


SL 
SL 
SL 
SL 
SL 


369.0  -9 

576.3  -12 

166.8  -13 

285.8  -10 

422.5  -14 


5.00* 
5.00* 
5.00* 
5.00* 
5.00* 


1.6  t 
1.6  t 
1.5t 
1.6t 
1.5t 


2.8 
2.6 
2.0 
2.9 
3.3 


3.0 
3.1 
2.6 
3.4 
3.1 


5.8       4.8  24.9 

6.3  4.7  20.0 

5.4  4.6  21.3 
6.2       4.6  19.7 

4.8 


5.8 


21.3 


EV  MARATHON  VA  MUNICIPALS  (rr)  SL 

EXCELSIOR  INTERM.-TERM  TAX-EXEMPT  (ss)    «  ML 

FEDERATED  INTERMEDIATE  MUNI.  -*  Ml 

FEDERATED  MUNICIPAL  OPPORT.  F  (tt)  AVG  ML 

FEDERATED  MUNICIPAL  SEC.  A  (uu)  ^  ML 


AVG 
AVG 


174.2 
348.9 
221.6 
370.7 
616.0 


-10 
39 
0 

-14 
-14 


5.00* 
4.50 
No  load 
2.00* 
4.50 


1.5t 
0.6 
0.6 
1.1  t 
1.0 


2.2 
4.2 
4.0 
1.9 
0.9 


3.2 
4.7 
3.7 
3.6 
3.1 


5.6 
6.7 
5.6 
5.9 
5.6 


4.5 
4.4 
5.0 
6.0 
5.9 


21.9 
8.4 
6.3 
12.3 
13.5 


•!iK  ijdes  redemption  fee,  '  'Includes  deferred  sales  ctiarge  tl2(b)-l  plan  in  elferl  }Not  currently  accepting  new  accounts  or  deposits  NA=r>Jot  available  NM=Not  meaningful, 
(II)  Formerly  Vista  U,S.  Government  Income  A.  (mm)  Formerly  Benham  CA  Municipal  High-Yield,  (nn)  Formerly  Benham  CA  Tax-Free  Insured,  (oo)  Formerly  Bentiam  CA  Tax-Free  1 
mediate-Term,  (pp)  Formerly  Bentiam  CA  Tax-Free  Long-Term,  (qq)  Formerly  EV  Marattion  NC  Tax-Free,  (rr)  Formerly  EV  Marattion  VA  Tax-Free,  (ss)  Formerly  UST  Master  IntJ 
Term  Tax-Exempt,  (tt)  Formerly  Fortress  Municipal  Income,  (uu)  Formerly  Liberty  Municipal  Securities  A.  DATA:  MORNINGSTAR,  INC,  CHICAGi 
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One  name  stands  for 

jsetwork  computing  expertis 

I  worldwide. 


MUTUAL  FUND  SCOREBOARD 


Bond  Fun 


FUND  OVERALL  RATING     CATEGORY    RATING     SIZE   FEES   PERFORMANCE  PORTFOLIO  TRENI 

(COMPARES  RISK-ADJUSTED  PERFORMANCE  (COMPARES  FUND      ASSETS    %  CHG         SALES       EXPENSE        TOTAL  RETURM  (%l       YIELD  MATURITY  5-YD 

OF  EACH  FUND  AGAINST  ALL  FUNDS)  WITHIN  CATEGORY)       $MIL,     1995-96     CHARGE  (%)  RATIO  (%)     1 YR,    3  YR.     SYR.     (%)    (YEARS)  ANALY 


FEDERATED  S-T  MUNI.  INST. 

-*-*-* 

MS 

206.8 

3 

No  load 

0.5 

4.0 

4.0 

4.3 

4.2 

2.4 

FIDELITY  ADVISOR  HIGH-INCOME  T  (vv) 

AVG 

ML 

AVG 

456.5 

-20 

3.50 

0.9 1 

3.0 

3.4 

6.9 

5.8 

17.2 

FIDELITY  ADVISOR  MUNI.  BOND  INITIAL  (ww)  ^ 

ML 

AVG 

944.3 

-12 

No  load  t 

0.6 

4.1 

4.0 

6.8 

5.0 

12.3 

FIDELITY  AGGRESSIVE  MUNI,  (xx) 

-** 

ML 

** 

848.9 

-6 

1.00* 

0.6 

3.6 

3.9 

6.8 

6.2 

17.3 

BBiiii 

FIDELITY  CA  INSURED  MUNI.  INCOME  (yy) 

SL 

♦  ♦ 

207.4 

-8 

No  load 

0.6 

3.8 

3.7 

6.7 

5.1 

15.7 

MJi 

FIDELITY  CA  MUNICIPAL  INCOME  (zz) 

AVG 

SL 

AVG 

481.9 

-5 

No  load 

0.6 

4.8 

4.4 

7.0 

5.1 

15.0 

FIDELITY  INSURED  MUNI.  INCOME  (aaa) 

ML 

330.4 

-7 

No  load 

0.6 

3.7 

4.3 

6.9 

4.8 

13.6 

FIDELITY  LIMITED-TERM  MUNI.  INC.  (bbb) 

ML 

901.0 

-4 

No  load 

0.6 

4.3 

4.5 

6.7 

5.0 

9.8 

Mi 

FIDELITY  MA  MUNICIPAL  INCOME  (ccc) 

SL 

* 

1138.1 

-3 

No  load 

0.5 

3.6 

4.7 

7.2 

5.3 

15.3 

FIDELITY  Ml  MUNICIPAL  INCOME  (ddd) 

AVG 

SL 

AVG 

452.7 

-8 

No  load 

0.6 

3.4 

3.3 

6.6 

5.6 

14.3 

FIDELITY  MN  MUNICIPAL  INCOME  (eee) 

SL 

-* 

293.7 

-7 

No  load 

0.6 

3.8 

4.2 

6.5 

5.1 

14.4 

FIDELITY  MUNICIPAL  INCOME  (fff) 

AVG 

ML 

1796.2 

0 

No  load 

0.6 

5.0 

4.1 

6.7 

5.3 

14.4 

FIDELITY  NY  INSURED  MUNI.  INCOME  (ggg) 

SL 

♦ 

318.1 

-5 

No  load 

0.6 

3.8 

4.2 

6.7 

4.7 

12.8 

FIDELITY  NY  MUNICIPAL  INCOME  (hhh) 

SL 

411.4 

-5 

No  load 

0.6 

3.8 

4.5 

7.0 

5.1 

14.3 

FIDELITY  OH  MUNICIPAL  INCOME  (HI) 

SL 

381.1 

-5 

No  load 

0.6 

4.2 

4.6 

7.0 

4.9 

13.6 

FIDELITY  SPARTAN  CA  MUNI.  INCOME  (jjj) 

AVG 

SL 

AVG 

402.0 

-1 

0.50* 

0.5 

4.8 

4.3 

7.1 

5.2 

16.1 

aa 

FIDELITY  SPARTAN  CT  MUNI.  INCOME 

AVG 

SL 

AVG 

330.1 

-8 

0.50* 

0.6 

4.2 

4.3 

6.8 

5.1 

13.2 

FIDELITY  SPARTAN  FL  MUNI.  INCOME 

SL 

392.7 

-3 

0.50* 

0.6 

4.0 

4.8 

4.9 

14.0 

FIDELITY  SPARTAN  INTERM.  MUNI,  (kkk) 

ML 

211.3 

-5 

No  load 

0.5 

4.6 

4.4 

4.7 

8.0 

!  1  U 

FIDELITY  SPARTAN  MUNI.  INCOME 

* 

ML 

565.6 

-2 

0.50* 

0.6 

4.5 

4.4 

7.1 

5.1 

13.7 

FIDELITY  SPARTAN  NJ  MUNI.  INCOME 

*- 

SL 

* 

350.9 

-4 

0.50* 

0.6 

4.1 

4.2 

6.8 

5.2 

14.1 

FIDELITY  SPARTAN  NY  MUNI.  INCOME  (III) 

AVG 

SL 

AVG 

313.7 

■A 

0.50* 

0.5 

4.3 

4.4 

7.2 

5.1 

14.8 

FIDELITY  SPARTAN  PA  MUNI.  INC.  (mmm) 

SL 

270.5 

-6 

0.50* 

0.6 

4.0 

5.1 

7.5 

4.9 

12.6 

rrm 

FIDELITY  SPARTAN  SHORT-INT.  MUNI.  (nnn)«-*«^ 

MS 

AVG 

737.2 

-19 

No  load 

0.5 

3.9 

4.0 

5.1 

4.2 

3.4 

FIRST  INVESTORS  INSURED  TIE  A 

ML 

1257.8 

-8 

6.25 

1.1  t 

2.8 

3.9 

5.9 

5.0 

18.0 

riRQT  IMVPQTnRQ  MY  IN<«IIRFn  T/F  A 

SL 

203.2 

-5 

6.25 

1.2 1 

2.9 

4.0 

6.1 

4.9 

19.0 

FLAGSHIP  ALL-AMERICAN  T/E  A 

ML 

-* 

214.2 

4 

4.20 

0.8 1 

4.3 

4.8 

7.8 

5.5 

22.7 

N 

FLAGSHIP  CT  DOUBLE  TAX-EXEMPT  A 

AVG 

SL 

AVG 

210.8 

1 

4.20 

0.7  t 

4.2 

4.4 

6.9 

5.4 

19.5 

FLAGSHIP  FL  DOUBLE  TAX-EXEMPT  A 

SL 

♦ 

308.6 

-10 

4.20 

0.8 1 

2.6 

4.1 

6.8 

5.3 

21.5 

MM  v« 

FLAGSHIP  KY  TRIPLE  TAX-EXEMPT  A 

AVG 

SL 

AVG 

428.7 

3 

4.20 

0.7  t 

3.7 

4.8 

7.2 

5.3 

20.5 

MM  DM 

PI  Af^CUIP  1  Tn  •TrDMI  TAY-PYFMPT  A 

PLMvidnir  LIU.  itnin  ima  CACinr  i  m 

Ml 

458.0 

-10 

2.50 

0.8  t 

4.2 

4.1 

6.0 

4.7 

5.4 

■  ■ 

FLAGSHIP  Ml  TRIPLE  TAX-EXEMPT  A 

AVG 

SL 

AVG 

254.5 

-1 

4.20 

0.8  t 

3.7 

4.6 

7.1 

5.2 

18.3 

K 

FLAGSHIP  MO  DOUBLE  TAX-EXEMPT  A 

AVG 

SL 

AVG 

223.5 

1 

4.20 

0.8  t 

3.8 

4.3 

7.0 

5.2 

21.3 

FLAGSHIP  NC  DOUBLE  TAX-EXEMPT  A 

SL 

184.9 

-5 

4.20 

0.9 1 

3.0 

3.9 

6.3 

5.3 

17.6 

U  m 
sum 

FLAGSHIP  OH  DOUBLE  TAX-EXEMPT  A 

AVG 

SL 

AVG 

447.8 

-3 

4.20 

0.9 1 

3.3 

4.4 

6.6 

5.3 

18.1 

rLAusnll'  IN  UUUtSLC.  1  AA-t Atlnf  1  A 

■ 

AVG 

SL 

AVG 

258.8 

3 

4.20 

0.9  t 

3.5 

4.2 

6.7 

5.3 

19.2 

SB  m 

FOUNTAIN  SQ.  OH  TAX-FREE  BOND  A 

SI 

174.3 

425 

4.50 

0.4 1 

3.5 

4.2 

4.1 

8.2 

FRANKLIN  AL  TAX-FREE  INCOME  1 

SL 

189.9 

3 

4.25 

0.7  t 

4.9 

5.0 

7.1 

5.6 

20.3 

BBiu 

FRANKLIN  AZ  TAX-FREE  INCOME  1 

SL 

753.9 

0 

4.25 

0.6 1 

4.2 

4.6 

7.0 

5.7 

18.4 

■A  nc 

CLHew 

FRANKLIN  CA  HIGH  YIELD  MUNI.  1 

SL 

174.0 

119 

4.25 

0.4 1 

6.2 

5.9 

6.4 

24.6 

FRANKLIN  CA  INS.  TAX-FREE  INCOME  1 

* 

SL 

1635.6 

4 

4.25 

0.6  t 

4.1 

4.7 

7.1 

5.4 

19.5 

IB 

FRANKLIN  CA  TAX-FREE  INCOME  1 

SL 

13685.9 

1 

4.25 

0.6  t 

4.7 

5.4 

7.0 

6.0 

20.4 

feUi  n 

FRANKLIN  CO  TAX-FREE  INCOME  1 

SL 

235.1 

10 

4.25 

0.7  t 

4.7 

4.8 

7.3 

5.6 

20.0 

tBm  m 

FRANKLIN  CT  TAX-FREE  INCOME  1 

* 

SL 

-* 

180.0 

8 

4.25 

0.7  t 

4.5 

4.2 

6.6 

5.7 

17.9 

FRANKLIN  FEDERAL  TAX-FREE  INCOME  1 

ML 

*-* 

7032.0 

-2 

4.25 

0.6  t 

4.7 

5.1 

7.2 

6.1 

20.5 

FRANKLIN  FL  TAX-FREE  INCOME  1 

-*"*- 

SL 

1447.2 

g 

4.25 

0.6 1 

4.4 

5.0 

7.1 

5.9 

18.0 

BB  IIER 

FRANKLIN  HIGH  YIELD  TAX-FREE  INC.  1 

ML 

4309.6 

17 

4.25 

0.6 1 

6.2 

6.4 

8.2 

6.5 

19.5 

BlllEf 

FRANKLIN  INSURED  TAX-FREE  INCOME  1 

ML 

-** 

1666.5 

-3 

4.25 

0.6 1 

4.1 

4.5 

6.9 

5.7 

18.2 

Sm  IIER 

FRANKLIN  MD  TAX-FREE  INCOME  1 

•* 

SL 

181.9 

5 

4.25 

0.7  t 

3.9 

5.0 

7.1 

5.5 

18.0 

BE  IIER 

FRANKLIN  MA  INSURED  T/F  INC.  1 

SL 

310.4 

4 

4.25 

0.7 1 

3.9 

4.5 

6.8 

5.6 

16.2 

BiWE 

FRANKLIN  Ml  INSURED  T/F  INC.  1 

SL 

1 1 14.2 

0 

4.25 

0.6 1 

4.2 

4.5 

6.9 

5.5 

17.0 

SMm 

FRANKLIN  MN  INSAURED  T/F  INC.  1 

* 

SL 

*•* 

483.7 

-1 

4.25 

0.7  t 

3.5 

4.2 

6.4 

5.5 

16.8 

FRANKLIN  MO  TAX-FREE  INCOME  1 

* 

SL 

*•* 

264.3 

8 

4.25 

0.7  t 

4.7 

4.8 

7.2 

5.5 

18.3 

BE  WE 

B&WE 

FRANKLIN  NJ  TAX-FREE  INCOME  1 

-* 

SL 

-* 

571.3 

0 

4.25 

0.7  t 

4.0 

4.5 

6.6 

5.5 

20.0 

FRANKLIN  NY  INSURED  T/F  INC.  1 

♦ 

SL 

♦ 

261.0 

2 

4.25 

0.7  t 

4.3 

4.3 

7.2 

5.2 

22.4 

FRANKLIN  NY  TAX-FREE  INCOME  1 

SL 

4770.7 

_2 

4.25 

0.6 1 

4.1 

4.5 

7.3 

5.9 

21.5 

FRANKLIN  NC  TAX-FREE  INCOME  1 

•* 

SL 

-* 

255.6 

5 

4.25 

0.7  t 

4.1 

4.5 

6.8 

5.4 

19.8 

FRANKLIN  OH  INSURED  T/F  INCOME  1 

SL 

*"* 

697.8 

2 

4.25 

0.6  t 

4.4 

4.5 

6.9 

5.4 

18.8 

FRANKLIN  OR  TAX-FREE  INCOME  1 

* 

SL 

-* 

381.2 

2 

4.25 

0.7  t 

4.3 

4.5 

6.6 

5.4 

17.8 

FRANKLIN  PA  TAX-FREE  INCOME  1 

SL 

653.1 

2 

4.25 

0.6 1 

4.5 

4.9 

7.2 

5.9 

17.5 

■aniTi 

FRANKLIN  PR  TAX-FREE  INCOME  1 

SL 

191  3 

Q 

4.25 

0.7  t 

5.0 

4.8 

6.8 

5.6 

20.5 

BS  Ekri 

FRANKLIN  VA  TAX-FREE  INCOME  1 

** 

SL 

283.9 

5 

4.25 

0.7  t 

4,2 

4.7 

7.0 

5.6 

20.0 

Bi  ENTI 

GENERAL  CA  MUNICIPAL  BOND 

AVG 

SL 

AVG 

302.2 

-9 

No  load 

0.8  t 

4.3 

4.6 

7.2 

5.1 

20.5 

BLekti 

GENERAL  MUNICIPAL  BOND 

AVG 

ML 

AVG 

811.2 

-16 

No  load 

0.9  t 

3.1 

3.9 

6.9 

5.4 

21.4 

GENERAL  NY  MUNICIPAL  BOND 

♦ 

SL 

312.7 

-7 

No  load 

0.9 

3.1 

3.7 

7.0 

5.1 

20.1 

HANCOCK  CA  TAX-FREE  INCOME  A 

SL 

294.7 

-5 

4.50 

0.8 1 

4.5 

4.9 

7.5 

5.5 

22.4 

HANCOCK  TAX-FREE  BOND  A 

♦ 

ML 

♦ 

607.4 

411 

4.50 

0.9 1 

4.2 

4.3 

7.7 

5.7 

21.5 

HAWAIIAN  TAX-FREE  A 

SL 

-* 

659.6 

-2 

4.00 

0.7  t 

3.9 

4.5 

6.3 

5.2 

15.5 

IDS  CA  TAX-EXEMPT  A 

SL 

♦ 

234.9 

-5 

5.00 

0.7 

3.4 

4.1 

6.5 

5.4 

6.2 

IDS  HIGH-YIELD  TAX-EXEMPT  A 

AVG 

ML 

AVG 

5927.8 

-7 

5.00 

0.7 

2.9 

4.7 

6.5 

6.1 

21.0 

•Includes  redemption  fee  "includes  deferred  sales  ctiarge  tl2(b)-l  plan  in  effect  tNot  currently  accepting  new  accounts  or  deposits  NA=Not  available  NM=Not  meaningful, 
(vv)  Formerly  Fidelity  Adv.  Hi-lnc.  Mum  A.  Ivm)  Formerly  Fidelity  Mum.  Bond,  (xx)  Formerly  Fidelity  Aggres.  T/F,  (yy)  Formerly  Fidelity  CA  T/F  Ins,  (zz)  Formerly  Fidelity  CA  T/F  I 
(aaa)  Formerly  Fidelity  Ins,  T/F,  (bbb)  Formerly  Fidelity  Ltd, -Term  Mum,  (ccc)  Formerly  Fidelity  MA  T/F  Hi-Y,  (ddd)  Formerly  Fidelity  Ml  T/F  Hi-Y,  (eee)  Formerly  Fidelity  MN  T/F,  ^ 
Formerly  Fidelity  Hi-Y  T/F,  (ggg)  Formerly  Fidelity  NY  T/F  Ins,  (hhh)  Formerly  Fidelity  NY  T/F  Hi-Y,  (iii)  Formerly  Fidelity  OH  T/F  Hi-Y,        DATA:  MORNINGSTAR,  INC.  CHICAGi  \ 
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JTUAL  FUND  SCOREBOARD 


Bond  Funds 


OVERALL  RATING    CATEGORY    RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 
OF  EACH  FUND  AGAINST  ALL  FUNDS) 


(COMPARES  FUND 
WITHIN  CATEGORY) 


ASSETS 
SMIL, 


%  CHG. 
1995-96 


SALES  EXPENSE 
CHARGE  (%)  RATIO  (%) 


PERFORMANCE 

TOTAL  RETURN  (%) 
lYR.    3YR,  5YR. 


PORTFOLIO 

YIELD  MATURITY 
(%)  (YEARS) 


TREND 

5-YEAR 
ANALYSIS 


INSURED  TAX-EXEMPT  A 

MN  TAX-EXEMPT  A 

TAX-EXEMPT  BOND  A 

ESCO  TAX-FREE  LONG-TERM  BOND 

IPER  MUNICIPAL  BOND  A 


AVG 


ML 
SL 
ML 
ML 
ML 


AVG 


AVG 


481.3 
385.7 

1049.4 
238.2 

3254.9 


-9 
-7 
-11 
-9 
-8 


5.00 
5.00 
5.00 
No  load 
4.50 


0.8 
0.7 
0.7 
0.9 1 
0.7  t 


2.2 
3.6 
2.0 
2.4 
3.3 


3.9 
4.4 
3.9 
3.8 
4.9 


6.8 

6.6 
6.3 
6.4 
7.3 


5.2  5.9  Ml^iJ 

5.8  6.6  HBfi 

5.2  6.1  MJJ 
4.5  15.4  Mill 

5.3  17.6  Hdrid 


IPER  STATE  TAX-FREE  INC.  CA  A 

IPER  STATE  TAX-FREE  INC.  NY  A 

STONE  TAX-FREE 

ITED  TERM  NY  MUNICIPAL  A 

ITED  TERM  TAX-EXEMPT  BD.  AMER. 


AVG 


SL 
SL 
ML 
SI 
Ml 


AVG 
AVG 


1026.8 
290.4 

1557.9 
635.6 
210.7 


-7 
-10 
29 
12 
1 


4.50 

4.50 

4.00' 

2.00 

4.75 


0.8 1 
0.8 1 
0.9 1 
0.9 1 
0.7  t 


3.0 
3.0 
3.1 
4.8 
4.5 


5.2 
5.0 
3.7 
4.7 
4.5 


7.3 
7.4 
5.9 
6.9 


5.1 
5.6 
5.0 
5.3 
4.8 


18.3 
17.5 
19.7 
11.5 
5.2 


0  ABBETT  CA  TAX-FREE  INC.  A 
D  ABBETT  T/F  INC.  NATIONAL  A 
D  ABBETT  TAX-FREE  INCOME  NJ 
D  ABBETT  TAX-FREE  INCOME  NY  A 
NSTAY  TAX-FREE  BOND  B 


AVG 


SL 
ML 
SL 
SL 
ML 


AVG 


AVG 


272.3 
627.4 
185.4 
308.8 
496.6 


-10 

-6 
-5 
-8 
-9 


4.75 
4.75 
4.75 
4.75 
5.00' 


0.8 1 
0.8 1 
0.7  t 
0.8 1 
1.2t 


3.4 
4.0 
4.1 
3.7 
3.3 


2.8 
3.9 
4.4 
2.9 
3.7 


6.2 
6.6 
7.3 
6.0 
6.0 


5.4  24.9 

5.4  23.5 

5.3  22.4 

5.4  22.7 
5.2  22.0 


IRILL  LYNCH  CA  MUNI.  BONO  B 
IRILL  LYNCH  FL  MUNI.  BOND  B 
IRILL  LYNCH  MUNI.  INSURED  B 
[RILL  LYNCH  MUNI.  NATIONAL  B 
tRILL  LYNCH  MUNI.  INTERM.-TERM  B 


AVG 


SL 
SL 
ML 
ML 
Ml 


AVG 


446.5 
185.5 
701.0 
397.6 
169.8 


-22 
-15 
-11 
-5 
-8 


4.00' 
4.00' 
4.00' 
4.00' 
1.00' 


1.2t 
1.2t 
1.2t 
1.3t 
1.1  t 


3.9 
3.2 
2.8 
4.1 
3.1 


4.0 
3.1 
3.5 
4.2 
3.4 


6.4 
5.8 
6.1 
6.5 
5.7 


5.0 
4.7 
4.8 
5.1 
4.4 


18.7 
20.6 
20.3 
22.2 
11.5 


RILL  LYNCH  NY  MUNI.  BOND  B 
CA  MUNICIPAL  BOND  A 
MA  MUNICIPAL  BONO  A 
MUNICIPAL  BOND  A 
MUNICIPAL  HIGH-INCOME  A 


SL 
SL 
SL 
ML 
ML 


371.4 
248.2 
244.2 
1854.7 
990.7 


-31 
-9 
-7 
-7 
-1 


4.00' 

4.75 

4.75 

4.75 

4.75 


1.2t 
0.7  t 
1.2t 
0.6 
0.9 


2.9 
2.9 
2.8 
1.6 
3.1 


2.6 
3.8 
4.0 
3.7 
5.2 


5.7 
6.6 
6.3 
6.8 
6.6 


4.8 
5.3 
5.3 
5.2 
6.1 


21.2 
16.8 
18.5 
19.2 
20.3 


MUNICIPAL  INCOME  B 
NC  MUNICIPAL  BOND  A 
SC  MUNICIPAL  BOND  A 
VA  MUNICIPAL  BOND  A 
lONWIDE  TAX-FREE  INCOME 


AVG 


ML 
SL 
SL 
SL 
ML 


AVG 


257.5 
394.0 
155.6 
395.5 
265.3 


-23 
-7 
-11 
-10 
-1 


4.00** 

4.75 

4.75 

4.75 

5.00** 


2.1  t 
1.2t 
1.2t 
1.2t 
I.Ot 


2.9 
3.5 
2.8 
1.7 
3.7 


3.5 
4.1 
4.0 
3.5 
3.5 


5.8 
6.0 
6.2 
5.7 
6.4 


4.8  17.9 

4.9  19.3 

5.0  18.0 

5.1  18.4 
4.9  19.6 


ENGLAND  MUNICIPAL  INCOME  A  (ooo)       ♦  ML 

YORK  MUNI.  SL 

FHERN  INTERMEDIATE  TAX-EXEMPT  Ml 

■EN  MUNICIPAL  BOND  R  ■^■^■^  ML 

ENHEIMER  CA  MUNICIPAL  A  (ppp)  AVG  SL 


AVG 


181.0 
197.1 
254.3 
2836.3 
293.0 


-7 
-13 

7 
-3 

3 


4.50 
No  load 
No  load 
No  load  t 

4.75 


0.9 1 
3.6 1 
0.9 
0.6 
I.Ot 


4.6 
-7.7 
3.4 
4.3 
4.8 


4.1 
-5.3 


5.7 
4.7 


6.7 
1.3 


6.8 
7.2 


5.4 
4.0 
4.0 
5.3 
5.4 


21.0 
17.4 
5.3 
21.4 
23.1 


iNHEIMER  MUNICIPAL  BOND  A  (qqq)  -f-*- 
■:nHEIMER  NY  MUNICIPAL  A  (rrr) 
(LAND  EXPRESS  CA  T-F  BOND  A  ♦ 
FIC  HORIZON  CA  T/E  BD.  A  ♦ 
EWEBBER  NATL.  T-F  INCOME  A 


ML 
SL 
SL 
SL 
ML 


♦  ♦  589.5  -7 

♦  ♦  665.8  -7 
•#  239.7  -11 
♦  220.1  0 


278.9  -16 


4.75 
4.75 
4.50 
4.50 
4.00 


0.9 1 
0.9  t 
0.6  t 
0.9 
0.9 1 


5.2  4.2 

4.2  3.8 

4.1  5.1 

3.8  4.4 

2.1  3.2 


7.0 
6.7 
7.4 
6.8 
5.9 


5.4 
5.5 
5.1 
4.8 
4.6 


21.0 
20.4 
16.7 
19.7 
18.2 


m  iiiiii  I 


EER  TAX-FREE  INCOME  A 
1IER  CA  MUNICIPAL  BOND  A 
1IER  MUNICIPAL  BOND  A 
1IER  STATE  MUNI.  BOND  CT  A 
1IER  STATE  MUNI.  BOND  FL  A 


♦  ML  ♦  440.1  -7  4.50  0.9t  3.6  4.3  6.8  5.1  21.7 

♦  SL  ♦  166.9  -10  4.50  0.9  4.0  4.7  7.1  5.0  19.8 
AVG  ML  AVG  475.1  -5  4.50  0.9  4.0  4.5  7.5  5.8  23.1 
AVG  SL  AVG  315.1  -6  4.50  0.9  4.5  4.4  6.9  5.3  19.7 
AVG  SL  AVG  207.7  -16  4.50  0.9  3.1  4.8  7.0  5.2  24.2 


HER  STATE  MUNI.  BOND  MD  A 
IIER  STATE  MUNI.  BOND  Ml  A 
HER  STATE  MUNI.  BOND  OH  A 
IIER  STATE  MUNI.  BOND  PA  A 
WE  PRICE  CA  TAX-FREE  BOND 


AVG 
AVG 


AVG 


SL 
SL 
SL 
SL 
SL 


273.8  -9 

162.8  -9 

250.7  -8 

209.4  -4 

156.3  6 


4.50 
4.50 
4.50 
4.50 
No  load 


0.9 
0.9 
0.9 
0.9 
0.6 


4.5 
3.3 
4.1 
3.9 
4.5 


4.9 
5.0 
4.8 
5.0 
5.0 


6.9 
7.5 
7.2 
7.5 
7.2 


5.2 
5.3 
5.4 
5.1 
5.2 


21.7 
19.2 
18.5 
20.4 
17.2 


WE  PRICE  MD  TAX-FREE 
WE  PRICE  TAX-FREE  HIGH-YIELD 
WE  PRICE  TAX-FREE  INCOME 
WE  PRICE  TAX-FREE  SHORT-INT. 
WE  PRICE  VA  TAX-FREE 


SL 
ML 
ML 
MS 
SL 


807.8 
1033.2 
1344.8 
439.3 
189.9 


No  load 
No  load 
No  load 
No  load 
No  load 


0.5 
0.8 
0.6 
0.6 
0.7 


3.8  4.7  7.0  5.4  16.7  M 

5.0  5.4  7.7  5.8  19.0  K 

3.3  4.7  7.2  5.3  16.9  K 

4.0  4.1  4.9  4.3  3.1  ^ 

4.1  4.9 


7.3      5.2  17.4 


:0R  TAX-EXEMPT  BOND  A 
ENTIAL  CA  MUNI.  CA  INCOME  A 
ENTIAL  MUNI.  HIGH-YIELD  B 
ENTIAL  MUNI.  INSURED  B 
ENTIAL  MUNICIPAL  NJ  B 


ML 
SL 
ML 
ML 
SL 


189.4  3 

154.0  -9 

695.8  -23 

334.7  -35 

167.2  -29 


4.75 

3.00 

5.00** 

5.00** 

5.00** 


0.8 1 
0.4 1 
I.Ot 
1.1  t 
I.Ot 


4.6 
4.4 
3.2 
2.4 
2.3 


4.6 
6.0 
5.1 
4.0 
3.6 


7.1 
8.4 
6.9 
6.2 
6.2 


5.4  18.9 

5.8  18.7 

6.1  20.0 

4.7  16.6 

4.7  17.3 


ENTIAL  MUNICIPAL  NY  A 
ENTIAL  MUNICIPAL  PA  B 
ENTIAL  NATL.  MUNICIPALS  A 
\M  CA  TAX  EXEMPT  INCOME  A 
XM  FL  TAX  EXEMPT  INCOME  A 


♦  SL  AVG  175.7  1  3.00  0.7 1  2.4  4.1  7.0  5.1  16.3 
AVG  SL  AVG  152.1  -24  5.00**  1.2 1  2.8  3.9  6.6  5.2  17.6 

♦  ML  ♦  502.9  -7  3.00  0.8 1  2.7  4.1  6.7  5.3  18.1 

♦  SL  ■♦  3174.4  -3  4.75  0.7 1  3.6  4.8  7.1  5.5  22.0 
♦  SL  252.8  -7  4.75  I.Ot  2.9  4.3  6.7  5.2  20.4 


m  MA  TAX  EXEMPT  INC.  A 
m  MUNICIPAL  INCOME  A 
\M  NJ  TAX  EXEMPT  INCOME  A 
VM  NY  TAX  EXEMPT  INCOME  A 
KM  NY  TAX  EXEMPT  OPPORT.  A 


AVG 
AVG 


SL 
ML 
SL 
SL 
SL 


274.4  3 
814.2  -A 

231.5  -5 
1844.4  -9 

165.5  -8 


4.75 
4.75 
4.75 
4.75 
4.75 


I.Ot 
I.Ot 
I.Ot 
0.8 1 
I.Ot 


3.9 
3.2 
3.6 
3.4 
3.8 


4.9 
4.7 
4.1 
3.4 
5.5 


7.5 
7.4 
6.7 
6.7 
6.8 


5.7  20.9 

5.8  19.3 

5.3  20.7 

5.4  20.4 
5.4  22.6 


Id 


edemption  fee.  "Includes  deferred  sales  cfiarge,  tl2(b)-l  plan  in  effect  tNot  currently  accepting  new  accounts  or  deposits.  NA=Not  available  NM=Not  meaningful 
■ly  Fidelity  Spartan  CA  Mum  Hi-Y.  (kkk)  Formerly  Fidelity  Spartan  Interm.  Mum.  (Ill)  Formerly  Fidelity  Spartan  NY  Mum  Hi-Yield.  (mmm)  Formerly  Fidelity  Spartan  PA  Mum 
(nnn)  Formerly  Fidelity  Spartan  Stiort-lnterm.  Muni,  (ooo)  Formerly  New  England  Tax-Exempt  Income  A.  (ppp)  Formerly  Oppenheimer  CA  Tax-Exempt  A.  (qqq)  Formerly  Oppen- 
(  Free  Bond  A.  (rrr)  Formerly  Oppenheimer  NY  Tax-Exempt  A.  DATA;  MORNINGSTAR,  INC.,  CHICAGO,  IL. 


BUSINESS  WEEK  /  FEBRUARY  10,  1997  125 


MUTUAL  FUND  SCOREBOARD 


Bond  Fun  J 


FUND 


OVERALL  RATING     CATEGORY    RATING  SIZE 


FEES 


(COMPARES  RISK-ADJUSTED  PERFORMANCE 
OF  EACH  FUND  AGAINST  ALL  FUNDS) 


(COMPARES  FUND 
WITHIN  CATEGORY) 


ASSETS 
SMIL. 


%  CHG. 
1995-96 


SALES  EXPENSE 
CHARGE  (%)  RATIO  (%) 


PERFORMANCE 

TOTAL  RETURN  (%) 
1  YR.    3  YR.     5  YR. 


PORTFOLIO  TREN 

YIELD  MATURITY  5-YE 
(%)    (YEARS)  ANAD 


DIITMAM  t\U  TAY  PVPMDT  IMP  A 

AVu 

1  QQ  C 
loo.!) 

-4 

4.75  ' 

1 .0  t 

3.6 

4.5 

8.8 

PUTNAM  PA  TAX  EXEMPT  INC.  A 

AVG 

SL 

* 

188.6 

1 

4.75 

1.0  t 

3.7 

4.9 

7.3 

PUTNAM  TAX  EXEMPT  INCOME  A 

ML 

2125.8 

-9 

4.75 

0.8  t 

3.1 

3.7 

6.9 

PUTNAM  TAX-FREE  HIGH  YIELD  B 

ML 

-** 

1441.0 

-3 

5.00  ** 

1.5  t 

2.5 

3.8 

6.9 

PUTNAM  TAX-FREE  INSURED  B 

ML 

349.3 

-10 

5.00** 

1.6  t 

2.7 

4.0 

8.0 

DI^PUCCTPD  Fllkin  IUilllUlf*IDAI  C 

CI 

o 
o 

4.00 

0.8  t 

5.3 

4.6 

7.9 

SAFECO  MUNICIPAL  BOND  NO  LOAD 

ML 

481.4 

-7 

No  load 

0.5 

3.2 

4.8 

7.1 

SCUDDER  CA  TAX-FREE 

AVG 

SL 

AVG 

296.6 

-3 

No  load 

0.8 

3.6 

4.5 

7.3 

SCUDDER  HIGH-YIELD  TAX-FREE 

ML 

* 

292.9 

-3 

No  load 

0.8 

4.4 

4.4 

7.5 

SCUDDER  MANAGED  MUNI.  BONDS 

AVG 

ML 

AVG 

736.1 

-5 

No  load 

0.6 

4.1 

4.6 

7.1 

cf*iirkr\CD  MA  TAV.CDrr 
SLrUliUtn  nriH  lAA^rlftC. 

C 1 

330.8 

2 

No  load 

0.8 

4.1 

4.8 

7.8 

SCUDDER  MEDIUM-TERM  TAX-FREE 

-** 

Ml 

AVG 

649.8 

-8 

No  load 

0.7 

4.0 

4.7 

6.8 

SCUDDER  NY  TAX-FREE 

SL 

188.1 

-5 

No  load 

0.8 

3.3 

4.2 

7.1 

SELIGMAN  MUNICIPAL  OH  A  (sss) 

AVG 

SI 

158.6 

-9 

4.75 

0.8  t 

3.8 

4.4 

6.6 

1784  TAX-EXEMPT  MED.-TERM  INC. 

ML 

231.6 

20 

No  load 

0.8  t 

4.3 

5.0 

CI 

358. 1 

-1 1 

4.50 

0.9 1 

4.4 

4.1 

6.9 

SIERRA  NATIONAL  MUNICIPAL  A 

ML 

AVG 

210.6 

-18 

4.50 

0.8 1 

4.3 

3.9 

7.3 

SIT  TAX-FREE  INCOME 

'*"*'*' 

ML 

305.5 

8 

No  load 

0.8 

5.7 

5.8 

7.1 

SMITH  BARNEY  CA  MUNICIPALS  A 

AVG 

SL 

AVG 

575.0 

-3 

4.00 

0.8  t 

5.7 

6.4 

7.9 

SMITH  BARNEY  MANAGED  MUNI.  A 

ML 

1974.4 

5 

4.00 

0.7  t 

5.6 

6.6 

9.0 

CMITU  DADMCV  MIIMI    1  Tn    TCDM  A 

9ml  1  n  DAKric.T  nnurii.  lili.  itnivi  a 

Ml 

370.9 

61 

2.00 

0.8  t 

3.7 

4.4 

6.1 

SMITH  BARNEY  MUNI.  NATIONAL  A 

* 

ML 

* 

366.9 

-8 

4.00 

0.7  t 

3.7 

5.1 

7.6 

SMITH  BARNEY  MUNI.  NY  A 

AVG 

SL 

AVG 

545.7 

513 

4.00 

0.7  t 

4.2 

5.0 

7.5 

SMITH  BARNEY  TAX-EXEMPT  INC.  B 

* 

ML 

* 

625.3 

-14 

4.50  ** 

1.3  t 

3.9 

4.0 

6.4 

STAGECOACH  CA  T/F  BOND  A 

SL 

293.6 

-1 

4.50 

0.7  t 

3.8 

4.4 

7.4 

9lAlt  91.  KtaCAKI^n  IAA  tAtmrl  A 

ML 

222.8 

-1 2 

4.50 

1.1  t 

2.9 

3.8 

6.5 

STEIN  ROE  HIGH-YIELD  MUNICIPALS 

ML 

295.0 

4 

No  load 

0.9 

4.5 

5.7 

E.6 

STEIN  ROE  INTERMEDIATE  MUNICIPALS 

ML 

200.5 

-8 

No  toad 

0.7 

4.2 

4.4 

6.3 

STEIN  ROE  MANAGED  MUNICIPALS 

AVG 

ML 

AVG 

612.9 

-4 

No  toad 

0.7 

3.8 

4.6 

6.6 

STRONG  HIGH-YIELD  MUNI.  BOND 

ML 

244.8 

-8 

No  load 

0.4 

5.1 

6.1 

CronUf*  Ml  Ikllf^lD  A  1  AnUAUTA/^C 

9  1  KUnlui  mUnlldr'AL  AUVANIAuL 

MS 

501.4 

NM 

No  load 

0.0 

4.9 

STRONG  MUNICIPAL  BOND 

AVG 

ML 

233.8 

-5 

No  load 

0.8 

2.4 

2.9 

6.4 

TAX-EXEMPT  BOND  OF  AMERICA 

ML 

* 

1513.1 

1 

4.75 

0.7  t 

4.6 

5.3 

7.3 

TAX-EXEMPT  FUND  OF  CA 

SL 

* 

262.6 

5 

4.75 

0.7  t 

4.3 

5.2 

7.3 

TAX-FREE  FUND  OF  CO  A 

«- 

SL 

*  * 

214.4 

-2 

4.00 

0.6  t 

3.8 

4.2 

6.5 

TAV-COCC  TDIICT  f\C  ATA 

IAA  rntt  1  KU9  1  (Jr  AZ  A 

AVG 

SL 

AVG 

394.4 

0 

4.00 

0.7  t 

3.6 

4.2 

6.6 

TAX-FREE  TRUST  OF  OR  A 

AVG 

SL 

304.8 

-3 

4.00 

0.7  t 

3.7 

4.4 

6.2 

THORNBURG  INTERM.  MUNI.  A 

ML 

246.1 

1 1 

3.50 

1.0 1 

4.5 

4.9 

7.3 

THORNBURG  LTD.-TERM  NATL.  A 

MS 

915.3 

0 

2.50 

1.0 1 

4.0 

4.0 

5.7 

UNITED  MUNICIPAL  BOND  A 

ML 

973.0 

-5 

4.25 

0.7  t 

4.1 

5.1 

7.8 

IIUITm  MIIUI/^IDAI     Ulf^U  tKtf*  A 

UnllbU  MUNICIKAL  HiUH-INC  A 

^  A  A 

ML 

A  ^  A 

409.5 

4 

4.25 

0.8 1 

6.9 

6.5 

8.6 

USAA  CA  BOND 

AVG 

SL 

AVG 

439.0 

6 

No  load 

0.4 

5.4 

5.2 

7.3 

USAA  TAX-EXEMPT  INTERM-TERM 

*  * 

ML 

1711.2 

2 

No  load 

0.4 

4.5 

4.9 

6.9 

USAA  TAX-EXEMPT  LONG-TERM 

AVG 

ML 

AVG 

1872.7 

-2 

No  load 

0.4 

4.5 

4.5 

6.9 

USAA  TAX-EXEMPT  SHORT-TERM 

MS 

*  * 

785.9 

1 

No  load 

0.4 

4.4 

4.4 

4.9 

USAA  VA  BOND 

SL 

284.9 

8 

No  load 

0.5 

5.1 

4.8 

7.1 

VALUE  LINE  TAX-EXEMPT  HIGH-YIELD 

ML 

201.9 

-13 

No  load 

0.6 

3.5 

4.0 

6.2 

VAN  KAMPEN  AMER.  CAP.  H/Y  MUNI.  A 

ML 

611.3 

18 

4.75 1 

1.0  t 

5.8 

6.5 

7.7 

VAN  KAMPEN  AMER.  CAP.  INS.  T/F  A 

ML 

1294.2 

-5 

4.75 

0.9 1 

3.7 

4.5 

7.0 

VAN  KAMPEN  AMER.  CAP.  MUNI  INC  A 

^^ 

ML 

802.4 

-3 

4.75 

1.0 1 

4.1 

4.1 

6.8 

VAN  KAMPEN  AMER.  CAP.  PA  T/F  A 

SL 

226.9 

0 

4.75 

1.0  t 

3.9 

4.5 

7.3 

VAN  KAMPEN  AMER.  CAP.  T/F  HIGH  A 

AVG 

ML 

AVG 

669.9 

1 

4.75 

1.0 1 

3.1 

4.3 

5.6 

VANGUARD  CA  TAX-FREE  INS.  INTERM. 

SI 

350.7 

64 

No  load 

0.2 

5.4 

VANGUARD  CA  TAX-FREE  INS.  L/T 

AVG 

SL 

AVG 

1050.1 

7 

No  load 

0.2 

5.0 

5.5 

7.7 

VANGUARD  FL  INSURED  TAX-FREE 

SL 

544.6 

13 

No  load 

0.2 

4.2 

5.3 

VANGUARD  MUNI.  HIGH-YIELD 

♦ 

ML 

2038.9 

3 

No  load 

0.2 

4.5 

5.4 

7.7 

VANGUARD  MUNI.  INSURED  L/T 

AVG 

ML 

AVG 

1949.1 

-3 

No  load 

0.2 

4.0 

5.2 

7.5 

VANGUARD  MUNI.  INTERM.-TERM 

Ml 

6122.9 

6 

No  load 

0.2 

4.2 

5.0 

7.1 

VANGUARD  MUNI.  LIMITED-TERM 

MS 

1789.3 

6 

No  load 

0.2 

4.1 

4.2 

5.0 

VANGUARD  MUNI.  LONG-TERM 

AVG 

ML 

AVG 

1 141.8 

2 

No  load 

0.2 

4.4 

5.3 

7.7 

VANGUARD  MUNI.  SHORT-TERM 

♦  ♦  ♦ 

MS 

AVG 

1451.8 

3 

No  load 

0.2 

3.7 

3.8 

4.0 

VANC^IIARn  Nl  TAX-FRFF  IN^   1  /T 

AVG 

SL 

AVG 

839.9 

kin  1  n'sri 

0  2 

3  2 

4  7 

7.3 

VANGUARD  NY  INSURED  TAX-FREE 

AVG 

SL 

* 

944.5 

9 

No  load 

0.2 

4.1 

5.0 

7.5 

VANGUARD  OH  TAX-FREE  INS.  L/T 

* 

SL 

* 

214.6 

8 

No  load 

0.2 

4.2 

5.0 

7.4 

VANGUARD  PA  TAX-FREE  INS.  L/T 

SL 

1627.6 

3 

No  load 

0.2 

4.3 

5.1 

7.6 

VOYAGEUR  AZ  INSURED  T/F  A 

AVG 

SL 

AVG 

209.3 

-12 

3.75 

0.7  t 

4.1 

4.7 

7.3 

VOYAGEUR  CO  TAX-FREE  A 

AVG 

SL 

AVG 

358.3 

-9 

3.75 

0.8  t 

4.1 

4.5 

7.4 

VOYAGEUR  FL  INSURED  T/F  A 

♦ 

SL 

192.2 

-21 

3.75 

0.5  t 

2.9 

4.5 

7.4 

VOYAGEUR  MN  INSUR  ~D  A 

AVG 

SL 

AVG 

304.9 

-1 

3.75 

0.9 1 

3.8 

4.0 

6.8 

VOYAGEUR  MN  TAX-FKEE  A 

AVG 

SL 

428.4 

-6 

3.75 

0.9 1 

3.3 

4.2 

6.6 

'Includes  redemption  fee  "Includes  deferred  sales 

ctiarge  tl 

2(b)-l  plan 

in  effect  tNot  currently 

accepting 

new  accounts 

or  deposits 

I\|A= 

Not  ava 

able. 

5.2  18.6 

5.3  18.8 

5.5  20.7 

5.6  20.6 
4.8  21.0 


6.1  21.9 

5.4  26.5 
4.9  13.2 

5.5  1 1 .0 
5.1  10.4 


5.1 
4.7 


9.9 
6.8 


4.9  11.8 
5.3  19.0 
4.9  10.2 


5.5  19.4 

5.5  18.8 

5.6  16.6 
5.2  22.2 
5.6  22.4 


5.3  6.2 

5.7  19.1 

5.5  21.6 

5.1  22.3 

5.0  13.4 


4.8  19.3 

6.1  17.9 

4.8  8.8 

5.3  16.8 

6.6  21.4 


5.0  0.9 
5.4  20.0 
5.3  17.9 
5.2  11.2 

5.1  9.2 


5.2  15.1  I 

5.1  15.1  Ui 

5.1  7.6  I 
4.6  3.6  & 

5.2  12.0  I 


6.3  10.3 

5.7  21.2 

5.6  9.3 

5.9  25.8 

4.6  5.5 


5.7 
5.1 
6.6 
5.2 
5.8 


19.8 
18.1 
19.7 
18.3 
18.8 


5.2  19.2 
6.6    20.1  [S 

4.8  7.1  m 

5.3  12.9 
5.0    12.9  CBIi 

13.1 
13.4 
7.2 
3.3 
14.2 


5.5 
5.4 
5.1 
4.5 
5.3 


3.9 
5.3 
5.2 
5.2 
5.4 


1.2 
11.4 
11.7 

9.6 
10.4 


ml 


4.8 
5.1 
4.9 
4.9 
5.1 


16.1 
22.6 
22.5 
18.6 
20.2 


(sss)  Formerly  Seligman  Tax-Exempt  OH  A. 


NM=Not  meaningful. 


DATA.  MORNINGSTAR,  INC.,  CHICAG 
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le  1997  ICON  Awards 

or  Technology  Marketing 

Monday,  March  24th,  at  the  ana  Hotei,  san  Francisco 

ktaiis  at  6:00  Dinner  and  Awaws  at  7:00  Guest  star  presenters:  penn  and  leiier 

5  at  the  1997  Marketing  Computers  Icon  Awards  Dinner  at  the  ANA  Hotel,  50  Third  St.  (between  IVIarket  and  Mission),  San  Francisco,  California. 


.  seat(s)  or 


.table(s) 


ny 
s_ 


State 

-  Fax  - 


Zip- 


Please  reserve:   

($100/person,  $1000/table  of  10) 

Enclosed  is  my  check  for  the  amount  of   

Please  make  checks  payable  to  Marketing  Computers  Icon  Awards. 

Please  charge  my;  □  VISA  n  MC  □  American  Express 

Card  Number  Expiration  Date   

Signature  


litional  names,  please  photocopy  coupon  and  enclose  with  payment.      Send  to:  Alexandra  Scott-Hansen,  Marketing  Computers,  1515  Broadway, 
^  r^f^x        ,  %,  m  m  ■^•/■■^..    ■    ^^11         l-2th  floor,  NY,  NY  10036.  Or  fax  to  Alexandra  at  212-536-5353. 

ase  Rsvp  by  Monday  March  12th 


For  more  information  call,  212-536-6588  or  e-mail  ascott-hansen@adweek.com. 


sponsored  by: 


voih/  news.  Intelligence. 


.Mm 


MUTUAL  FUND  SCOREBOARD 


Telephone  Numbe 


AARP  INVESTMENT  PROGRAM 

800-322-2282 

ADVANCE  CAPITAL  I  GROUP 

800-345-4783 

AIM  FAMILY  OF  FUNDS 

800-347-4246 

ALLIANCE  CAPITAL  GROUP 

800-227-4618 

AMCORE  VINTAGE  MUTUAL  FUNDS 

800-438-6375 

AMERICAN  CENTURY 

INVESTMENTS 

800-345-2021 

AMERICAN  FUNDS  GROUP 

800-421-4120 

AMERISTAR  FUNDS 

800-824-3741 

AMSOUTH  FUNDS 

800-451-8379 

AQUILA  GROUP 

800-872-5859 

ARMADA  FUNDS 

800-622-3863 

ASSET  MANAGEMENT  FUND  (AMF) 

800-527-3713 
ATLAS  FUNDS 
800-933-2852 
BABSON  FUND  GROUP 

800-422-2766 

BERNSTEIN  (SANFORD  C.)  FUND 

212-756-4097 

WILLIAM  BLAIR  MUTUAL  FUNDS 

800-742-7272 

BLANCHARD  GROUP  OF  FUNDS 

800-829-3863 

BOND  FUND  OF  AMERICA 

See  American  Funds  Group 

CALFORNIA  INVESTME^^-  TRUST  GRP. 

800-225-8778 

CALVERT  GROUP 

800-368-2748 

CAPITAL  WORLD  BOND 

See  American  Funds  Group 

CARDINAL  GROUP 

800-848-7734 

CHICAGO  TRUST  BOND  FUNDS 

800-992-8151 
COLONIAL  GROUP 
800-248-2828 
COLUMBIA  FUNDS 
800-547-1707 
COMMERCE  FUNDS 
800-305-2140 
COMMON  SENSE  TRUST 
800-544-5445 

COMPOSITE  GROUP  OF  FUNDS 

800-543-8072 

DEAN  WITTER  FUNDS 

800-869-3863 

DELAWARE  GROUP 

800-523-4640 

DG  INVESTOR  SERIES 

800-748-8500 

DODGE  &  COX  GROUP 

800-621-3979 

DREYFUS  GROUP 

800-645-6561 

DUPREE  MUTUAL  FUNDS 

800-866-0614 

EATON  VANCE  GROUP 

800-225-6265 

EVERGREEN  KEYSTONE  FUNDS 

800-807-2940 
EXCELSIOR  FUNDS 
800-446-1012 
FEDERATED  FUNDS 

800-341-7400 


FIDELITY  ADVISOR  FUNDS 

800-522-7297 

FIDELITY  GROUP 

800-544-8888 

FIRST  INVESTORS  GROUP 

800-423-4026 

FIRST  OMAHA  FUNDS 

800-662-4203 

FIRST  PRIORITY  FUNDS 

800-433-2829 

FLAGSHIP  FUNDS 

800-227-4648 

FORTIS  FUNDS 

800-800-2638 

FOUNTAIN  SQUARE  FUNDS 

800-334-0483 

FPA  FUNDS 

800-982-4372 

FRANKLIN  GROUP  OF  FUNDS 

800-342-5236 

FUNDAMENTAL  FAMILY  OF  FUNDS 

800-322-6864 
GALAXY  FUNDS 

800-628-0414 

GENERAL  CA  MUNICIPAL  BOND 

See  Dreyfus  Group 

GENERAL  MUNICIPAL  BOND 

See  Dreyfus  Group 

GENERAL  NY  MUNICIPAL  BOND 

See  Dreyfus  Group 

GLOBAL  TOTAL  RETURN  A 

See  Prudential  Mutual  Funds 

GLOBAL  GOVERNMENT  PLUS 

See  Prudential  Mutual  Funds 

GOLDMAN  SACHS  ASSET  MGMT.  GRP. 

800-526-7384 

GRAOISOI>fMCDONALD  MUTUAL  FUOS 

800-869-5999 

GT  GLOBAL  GROUP  OF  FUNDS 

800-824-1580 

HANCOCK  JOHN  FUNDS 

800-225-5291 

HARBOR  FUNDS 

800-422-1050 

HAWAIIAN  TAX-FREE  A 

See  Aqulla  Group 

HOMESTEAD  FUNDS 

800-258-3030 

HOTCHKIS  &  WILEY  FUNDS 

800-346-7301 

HSBC  FUND  GROUP 

800-634-2536 

lAI  FUNDS 

800-945-3863 

IDS  GROUP 

800-328-8300 

INTERMEDIATE  BOND  FD  AMERICA 

See  American  Funds  Group 

INVESCO  FAMILY  OF  FUNDS 

800-525-8085 

INVESTORS  TRUST 

800-656-6626 

ISI  FUNDS 

800-955-7175 

IVY/MACKENZIE  GROUP  OF  FUNDS 

800-456-5111 
JANUS  GROUP 
800-525-8983 
KEMPER  FUNDS 

800-621-1048 

KEYSTONE  DIVR  BOND  (B-2) 

See  Evergreen  Keystone  Funds 
KEYSTONE  HIGH-INCOME  (B-4) 
See  Evergreen  Keystone  Funds 
KEYSTONE  QUALITY  BOND  (B-1) 
See  Evergreen  Keystone  Funds 
KEYSTONE  STRATEGIC  INCOME  B 
See  Evergreen  Keystone  Funds 
KEYSTONE  TAX-FREE 
See  Evergreen  Keystone  Funds 


KIEWIT  MUTUAL  FUND 

800-254-3948 

LEGG  MASON  FAMILY  OF  FUNDS 

800-577-8589 
LEXINGTON  GROUP 

800-526-0056 

LIMITED  TERM  TAX-EX.  BD.  AMER. 

See  American  Funds  Group 
LOOMIS  SAYLES  FUNDS 

800-633-3330 

LORD  ABBETT  FAMILY  OF  FUNDS 

800-874-3733 

MAINSTAY  FUNDS 

800-522-4202 

MARKETWATCH  FUNDS 

800-232-9091 

MARQUIS  FUNDS 

800-462-9511 

MARSHALL  FUNDS 

800-236-8560 

MERRILL  LYNCH  GROUP 

800-637-3863 

MFS  FAMILY  OF  FUNDS 

800-637-2929 

NATIONWIDE  FUNDS 

800-848-0920 

NEUBERGER  &  BERMAN  GROUP 

800-877-9700 

NEW  ENGLAND  FUND  GROUP 

800-225-7670 
NICHOLAS  GROUP 

800-227-5987 

NORTHEAST  INVESTORS  GROUP 

800-225-6704 

NORTHERN  FUNDS 

800-595-9111 

NORTHSTAR  FUNDS 

800-595-7827 

NUVEEN  MUTUAL  FUNDS 

800-351-4100 

111  CORCORAN  FUNDS 

800-422-2080 

OPPENHEIMER  FUNDS 

800-525-7048 

OVERLAND  EXPRESS  FUNDS 

800-552-9612 

PACIFIC  HORIZON  FUNDS 

800-332-3863 

PAINEWEBBER  MUTUAL  FUNDS 

800-647-1568 

PAYDEN  &  RYGEL  INVESTMENT  GRP. 

800-572-9336 

PERMANENT  PORT.  FAMLY  OF  FDS. 

800-531-5142 

PHOENIX  FUNDS 

800-243-4361 

PIONEER  GROUP 

800-225-6292 

PIPER  FUNDS 

800-866-7778 

PREFERRED  GROUP 

800-662-4769 

PREMIER  FUNDS 

800-554-4611 

PRICE  T.  ROWE  FUNDS 

800-638-5660 

PRINCOR  FAMILY  OF  MUTUAL  FDS. 

800-451-5447 

PRUDENTIAL  MUTUAL  FUNDS 

800-225-1852 

PUTNAM  FUNDS 

800-225-1581 

ROCHESTER  FUNDS 

716-383-1300 

SAFECO  MUTUAL  FUNDS 

800-426-6730 

SALOMON  BROTHERS  GROUP 

800-725-6666 


SCHWAB  FUNDS 

800-526-8600 
SCOUT  GROUP 
800-422-2766 
SCUDDER  FUNDS 
800-225-2470 
SELIGMAN  GROUP 
800-221-2783 
SENTINEL  GROUP 
800-282-3863 
17S4  FUNDS 
800-252-1784 
SIERRA  TRUST  FUNDS 
800-222-5852 
SIT  GROUP 
800-332-5580 
SMITH  BARNEY  GROUP 
800-451-2010 

SMITH  BREEDEN  FAMILY  OF  FD| 

800-221-3138 
SOUTHTRUST  VULCAN  FUNDS 
800-239-7470 
SSGA  FUNDS 
800-647-7327 
STAGECOACH  FUNDS 
800-222-8222 
STAR  FUNDS 
800-677-3863 
STATE  STREET  RESEARCH  GRO 
800-882  0052 
STEIN  ROE  MUTUAL  FUNDS 
800-338-2550 
STRONG  FUNDS 
800-368-1030 
SUNAMERICA  FUNDS 
800-858-8850 

TAX-EXEMPT  BOND  OF  AMERIQ 

See  American  Funds  Group 
TAX-FREE  FUND  OF  CO  A 
See  Aquila  Group 
TAX-FREE  TRUST  OF  AZ  A 
See  Aquila  Group 
TAX-FREE  TRUST  OF  OR  A 
See  Aquila  Group 
TCW/DW  FUNDS 
800-526-3143 
TEMPLETON  GROUP 
800-292-9293 
THORNBURG  FUNDS 
800-847-0200 

U.S.  GOVERNMENT  SECURITIES 

See  American  Funds  Group 
UNITED  GROUP 
800-366-5465 
USAA  GROUP 

800-382-8722 

VALUE  LINE  MUTUAL  FUNDS 

800-223-0818 

VAN  KAMPEN  AMER.  CAPITAL  | 

800-421-5666 
VANGUARD  GROUP 
800-662-7447 
VICTORY  GROUP 
800-539-3863 
VIRTUS  FUNDS 
800-723-9512 
VISTA  MUTUAL  FUNDS 
800-648-4782 
VOYAGEUR  GROUP 
800-553-2143 
WARBURG  PINCUS  FUNDS 
800-927-2874 
WESTERN  ASSET  TRUST 
818-584-4300 
WPG  MUTUAL  FUNDS 
800-223-3332 

WRIGHT  MANAGED  INVMT.  Ca| 

800-888-9471 
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rhe  fleet  is  one  of  the  youngest 
n  the  sky.  The  mechanics  train 
bnger  than  some  doctors.  It's 
lice  to  see  an  airline  take  such 
iood  care  of  itself. 
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uch  good  ca 
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Personal  Business 


EDITED  BY  TODDI  GUTNER 


WHEN  IT'S  TIME  TO  DO  BATTLE 
WITH  YOUR  COMPANY 


The  company  you've 
worked  at  for  over  20 
years  just  gave  you  a 
pink  slip.  They've  politely 
couched  your  dismissal  by 
telling  you  they  were  under 
financial  pressure  and  diffi- 
cult choices  had  to  be  made. 
But  you  don't  think  youi'  per- 
formance has  slipped  one  bit 
and  suspect 
the  only  rea- 
son you're  ' 
getting  the  heave-ho  now  is 
because  you're  over  50  and 
earn  a  handsome  salary. 

Maybe  you  have  a  differ- 
ent beef  with  your  employer 
You're  an  Afi'ican  American 
who  has  been  repeatedly 
passed  over  for  a  promotion, 
even  though  your  sales  num- 
bers consistently  top  the  de- 
partment. Or  you're  a  woman 
whose  problems  can  be 
traced  back  to  when  you  re- 
jected your  boss's  advances. 
Perhaps  you're  just  squab- 
bling over  a  performance  re- 
view or  bonus. 

If  you  think  you  have  been 
fli'ed  without  cause,  sexually 
harassed,  discriminated 
against,  or  are  the  victim  of  a 
less  heinous  infraction,  who 
can  you  confide  in — especially 
if  you're  not  rejjresented  by  a 
union?  You  could  go  to  couit 
or  file  charges  with  the  Equal 
Employment  Opportunity 
Commission  or  state  human 
rights  commissions.  But  couit 
battles  and  agency  claims 
may  take  years,  and  lawyers 
are  expensive. 

OUT  OF  COURT.  There  is  an- 
other option:  Many  companies 
are  instituting  so-called  alter- 
native dispute  resolution,  or 
ADK,  which  is  a  formalized 
program.  The  entire  process 
is  sped  up  because  court  is 
avoided.  Alcoa,  Brown  & 
Root,  Fairchild  Aircraft,  Levi 
Strauss,  and  business  week's 


CAREERS 


parent,  The  McGraw-Hill 
Companies,  are  a  few  of  the 
employers  that  have,  or  are 
in  the  process  of  implement- 
ing, an  ADR  progi'am. 

Although  ADR  plans  vary, 
many  incorporate  an  open- 
door  policy  in  which  workers 
having  problems  with  a  su- 
pei-visor  can  talk  to  other 
managers  up 
the  ladder. 
Some  compa- 
nies gather  up  a  panel  of 
your  peers  to  hear  a  com- 
plaint. But  most  programs 
rely  on  mediation  (a  third 
party  works  with  all  individ- 
uals to  devise  a  solution)  and, 
as  a  last  resort,  arbitration 
(an  arbitrator  hears  compet- 
ing arguments  and  imposes  a 
final  solution),  to  try  to  re- 
solve complaints  quickly,  con- 
fidentially, and  impartially. 

Employees  generally 
should  welcome  the  presence 
of  an  ADR  progi'am  at  their 
office,  but  there's  still  a  risk 
it  could  hamper  your  career 
Fii'st,  you  must  consider  youi' 
goals  in  pressing  ahead  with 
a  complaint.  Do  you  hope  to 
land  a  megacash  settlement 
and  fade  into  the  sunset?  Or 
do  you  want  to  keep  your 
present  job,  transfer  to  an- 
other department,  or  have 
the  offending  supervisor  re- 
moved? Employees  also  need 
to  take  into  account  the  cul- 
ture of  the  company  and  in- 
dustry in  which  they  work, 
says  James  Henry,  president 
of  CPR  Institute  for  Dispute 
Resolution,  a  New  York- 
based  nonprofit  coalition  of 
500  companies  and  law  fii-ms 
involved  with  adr.  Because 
even  if  you  prevail,  you 
might  end  up  with  a  Pyirhic 
victory  when  someone  retali- 
ates with  a  whisper:  "I 
wouldn't  hire  that  trouble- 
maker "  What's  more,  con- 


sidii-  I  he  |i;n1  of  ynur 

case.  If  you  didn't  get  the 
promotion,  bonus,  or  sales 
territory  you've  been  covet- 
ing, you  may  have  a  legiti- 
mate gi'ipe — but  not  a  legal 
claim. 

GET  A  LAWYER.  With  all  this 
in  mind,  many  experts  be- 
lieve it's  a  good  idea  to  spend 
a  few  hundred  for  an  hour 
with  an  employment  lawyer. 


whether  or  not  you  ph 
retain  the  attorney  thr( 
out  the  dispute.  But  you 
well  want  to.  An  attc  ;i 
schooled  in  the  subtleti 
workplace  law  can  hel] 
termine  whether  you  hi 
case,  even  in  the  absen  d, 
a  smoking  gun,  says  J 
Vladeck,  a  partner 
Vladeck,  Waldman,  Eli 
Engelhard,  a  New  Yort 
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ializing  in  employment 
Aftei-  all,  she  observes, 
;ly  does  someone  say, 
•e  not  going  to  have 
her-e,'  or  'I  wouldn't  liii'e 
ick  if  my  life  depended 

you're  pretty  certain 
have  a  case,  you  must 
le  whether  court  or  adr 
e  way  to  go.  Speed  and 


n  'inialiiy  are  key  rea- 
n  ir  choosing  the  latter, 
n     Unroe,    ceo  of 
^  /iidispute,   based  in 
>    <  alif.,  which  handles 
II  in   and  arbitration 
liuures  it  takes  up  to 
'  ks  from  the  time  his 
II  ly  is  contacted  to  the 
fi'  iiu'll  meet  with  a  me- 
\nd  the  average  me- 
ime  lasts  about  12.5 


hours.  Airing  your  griefs  in 
court  could  take  years,  and 
the  public  proceedings  may 
drag  your  I'ejjutation  through 
the  mud.  ADR  is  typically 
handled  behind  closed  doors, 
which  helps  those  who  want 
to  maintain  privacy. 

In  some  cases,  you  don't 
have  a  choice  about  which 
dispute  resolution  procedure 


is  used.  If  you're  registered 
in  the  seciu'ities  industiy,  for 
example,  you  must  agi-ee  to 
binding  ai-bitration.  But  given 
a  choice,  the  decision  rests 
on  how  much  you  tnast  youi- 
company.  "If  an  employee  be- 
lieves the  process  is  just  inb- 
ber-stamping  the  decisions  of 
management,  then  they're  not 
going  to  use  it,"  says  Wayne 
Outten,  an  employment  at- 


torney with  the  New  York 
firm  of  Lankenau,  Kovner, 
Kurtz  &  Outten. 

Sometimes  taking  the  ADR 
path  means  surrendering  all 
lights  to  sue  later.  "I  believe 
in  ADR,"  says  Alan  Sklover, 
a  Manhattan  attorney.  "But 
you  have  to  be  careful  if  you 
are  waiving  any  legal  rights 
in  order  to  enter  into  it." 

How  can  you  judge  the  in- 
house  progi'am?  Most  compa- 
nies offer  brochiu'es  that  spell 
out  how  their  dispute  reso- 
lution processes  work.  Some 
companies,  such  as  McGraw- 
Hill,  provide  a  phone  number 
so  employees  can  confiden- 
tially talk  to  an  outsider 
about  the  process. 
WHO  PAYS?  But  mediation 
is  where  most  serious  con- 
flicts end  up.  "Mediation  has 
proven  to  be  the  most  effec- 
tive and  respectful  way 
of  solving  cases,"  says  Cliff 
Palefsky,  co-founder  of 
the  National  Employment 
Lawyers  Assn.  That  said,  you 
should  actively  be  involved 
in  detennining  who  will  hear 
yom'  case.  Will  it  be  a  neutral 
third  party  provided  by  an 
outfit  such  as  JAMS/Endispute 
or  the  American  Arbitration 
Assn.  (AAA)?  Ask  your  com- 
pany for  the  list  of  potential 
mediators  or  have  your 
lawyer  do  so.  Pay  attention 
to  their  backgi'ounds,  types 
of  cases  handled  recently,  and 
whether  they  have  appeared 
before  your  company  before. 
Also  find  out  who  pays  for 
their-  sei-vices.  Sometimes  the 
company  foots  the  bill,  and 
sometimes  you'll  be  asked  to 
chip  in.  In  fact,  to  ensure  ob- 
jectivity, employees  may 
want  to  pay  part  of  the  fee. 

During  the  process,  you  or 
an  attorney  should  interview 
witnesses  and  request  any 
pertinent  documents  fr-orn  the 
company.  To  the  extent  pos- 
sible, take  notes  and  make 
cai'eful  documentation  of  youi" 
manager-'s  behavior. 

Although  the  overwhelm- 
ing majority  of  cases  are  set- 
tled in  mediation,  some  move 
on  to  arbitration — when  it's 
even  more  critical  to  be  in- 
volved in  selecting  who  hears 
I  yoiu'  case.  Palefsky  and  other 


plaintiff-side  lawyer-s  ai-e  sus- 
picious of  plans  in  which 
binding  arbitr-ation  is  a  re- 
quired final  step.  Under  such 
a  scenario,  an  arbitrator — 
usually  but  not  always  a 
lawyer  or  r-etired  judge — im- 
poses a  decision  that  cannot 
be  appealed,  i-egardless  of 
whether  it  is  unfair  or  flies 
in  the  face  of  the  law.  "Arbi- 
tration's goal  is  finality,  not 
r-eaching  the  correct  r-esult," 
Palefsky  says.  And  he  con- 
tends that  ar-bitrator-s — who 
may  worry  about  getting 
hir'ed  again — could  show  bias 
in  favor  of  the  company. 

Indeed,  a  recent  study  by 
Lisa  Bingham,  an  assistant 
professor  at  Indiana  Univer- 
sity, in  cooper-ation  with  the 
AAA,  suggests  cause  for  con- 
cern. Bingham  found  that 
when  a  corporation  has  re- 
peated experience  in  employ- 
ment ar-bitration,  odds  ar-e  5 
to  1  the  company  will  pr-e- 
vail.  But  if  the  company  is 
appearing  for-  the  fir-st  time, 
odds  favor  the  woi'ker  by 
better  than  2  to  1.  Ai'bitra- 
tors  ar-en't  trying  to  be  unfair; 
she  says.  But  having  ob- 
ser'ved  the  pr'ocess  before,  a 
company  can  plan  a  strategy. 

TRW  Inc.  pr-ovides  one  un- 
usual solution.  Wliile  its  ADR 
plan  is  mandatory  for  all  em- 
ployees, the  final  step,  arbi- 
tration, is  nonbinding.  If  an 
employee  isn't  pleased  with 
the  outcome,  he  or  she  main- 
tains the  right  to  sue.  But  if 
the  employee  is  satisfied,  the 
company  cannot  appeal. 
TIME  LIMIT.  Both  .JAMS/Endis- 
pute  and  the  AAA,  which  pi'o- 
vide  mediators  and  arbitra- 
tors to  companies,  adhere  to 
a  due-process  pr'otocol  that 
spells  out  the  minimum  rights 
people  retain  in  any  manda- 
tory dispute  progi'am.  These 
include  statutory  time  limits, 
discovery,  depositions,  and 
the  light  to  participate  in  se- 
lecting the  arbitrator 

It's  stressful  to  bring  a 
grievance  against  your  boss. 
But  if  you  calmly  investigate 
the  dispute  resolution  pr-ocess 
your  company  has  in  place, 
you  may  reach  a  favorable 
conclusion  and  move  on  with 
your  career.     Edward  Baig 


How  a  Company 
Might  Resolve  Disputes 


OPEN-DOOR  POLICY 


An  informal  and  voluntary  dis- 
cussion between  the  employee 
and  supervisor,  another  man- 
ager, or  a  human  resources 
representative. 


EMPLOYEE  HOT  LINE 


The  company  provides  a  phone 
number  where  employees  can 
air  grievances  and  get  general 
advice  about  how  to  bring  a 
formal  complaint. 


PEER  REVIEW 


A  process  in  which  complaints 
are  heard  by  a  panel  of 
employees  and  managers.  May 
use  an  ombudsman  to  investi- 
gate and  resolve  problems. 


MEDIATION 


A  nonbinding  process  where  a 
neutral  mediator  listens  to 
arguments  and  meets  with 
combatants  to  try  to  forge  a 
mutually  acceptable  solution. 


ARBITRATION 


An  arbitrator,  typically  an 
attorney  or  retired  judge, 
imposes  a  final  solution  that 
is  usually  binding  and  not 
subject  to  appeal. 

DATA  AMERICAN  ARBITRATION  ASSN  , 
COMPANY  ADR  PLANS 
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Personal  Business   


STRESSED  OUT 

OVER  STRESS  RENEFITS? 


An  increasingly 
stressful  work  envi- 
ronment, among  oth- 
er things,  has  made 

psychiatric  and  substance- 
abuse  claims  one  of  the 
fastest  grow- 
ing sectors  of 
the  disability-insurance  mar- 
ket. But  as  mental  and  ner- 
vous claims  have  risen,  cov- 
erage for  such  disabilities 
has  fallen.  Individual  disabil- 
ity insurance  policies  have 
recently  begun  to  limit  psy- 
chiatric benefits,  parroting 
the  restrictions  that  have 
been  common  in  group  poli- 
cies for  years.  The  bottom 
line  for  purchasers  of  dis- 
ability policies,  which  pro- 
vide you  wdth  a  percentage 
of  your  earnings  if  you  are 
disabled  through  illness  or 
injury  and  unable  to  work: 
Buyer  beware. 
TWO-YEAR  LIMIT.  Wliile 
you  can  still  pur- 
chase the  moi'e 
generous  policies 
at  a  higher  cost, 
the  industry's 
leading  disabil- 
ity insurers — 
UNUM,  Provident 
Life  &  Accident 
Insiu-ance,  and  Paul 
Revere  (which  just 
merged  with  Provident) — 
now  limit  coverage  for  most 
psychiatric  benefits  to  just 
two  years  for  all  ailments  for 
the  lifetime  of  an  insured  in- 
dividual. The  24-month  ben- 
efit can  be  used  all  at  once 
or  broken  up  over  a  period 
of  time.  Degenerative  dis- 
eases, such  as  Alzheimer's, 
and  mental  disorders  result- 
ing from  head  trauma  that 
require  hospital  confinement 
are  excluded  from  the  two- 
year  limitation.  The  premi- 
ums are  about  15%  to  25% 
less  for  these  newer  policies 
with  the  time  restriction 
than  they  are  for  those  with- 


NSURANCE 


out  it,  according  to  insurers. 

"The  two-year  limit  for 
stress-related,  treatable  dis- 
orders lowers  costs  and  al- 
lows for  richer  benefits  for 
the  most  severe  disabihties," 
says  Russell  Anderson,  se- 
nior vice-president  for  indi- 
vidual disabili- 
ty at  UNUM. 
The  policy  change  was 
prompted,  in  part,  by  a  205%- 
gi'owth  in  psychiatric  claims 
between  the  years  1989  and 
1994,  according  to  industry 
statistics. 

The  cost  savings,  however, 
are  at  the  expense  of  a  poli- 
cy's flexibility.  A  40-year-old, 
nonsmok- 


a  year  for  a  $4,100  monthly 
benefit  from  Guardian  Life 
Insurance  but  wouldn't  be 
subject  to  the  two-year  re- 
striction on  his  psychiatric 
benefits.  Northwestern  Mu- 
tual Life  Insurance  and 
Berkshire  Life  Insurance 
also  still  treat  mental  and 
nervous  claims  as  they  do 
any  other  illness,  which 
means  there  are  no  restric- 
tions on  the  coverage  except 
in  California  where  there 
have  been  an  extremely  liigh 
number  of  claims  (Berkshire 
limits  benefits  in  Florida  for 
the  same  reason). 

Most  insurers  will  allow 
you  to  protect  only  60%  of 
your  income.  But  given  that 
payments  from  individual 
pohcies  are  not  taxed,  a  60% 
benefit  can  equal  up  to  90% 
of  your  original  pretax  in- 
come. You  will  need  to 
choose  the  amount  of  time 


As 
claims 
rise, 
disability 
insurers  are 
curbing  coverage  for 
psychiatric  and 
substance-abuse  disorders 


ing  male  executive  with  an 
annual  income  of  $80,000 
would  pay  $1,638  a  year  for 
a  $4,705  monthly  benefit  with 
a  90-day  waiting  period  (af- 
ter the  illness  or  injury),  ac- 
cording to  Provident.  By 
contrast,  that  same  40-year- 
old  male  with  a  90-day  wait- 
ing period  would  pay  $1,983 


to  wait  until  you  begin  to 
receive  benefits  (30,  60,  90 
days,  or  more)  and  whether 
you  prefer  noncancelable  (the 
insurer  can  neither  stop  cov- 
ering you  nor  raise  yom'  pre- 
miums throughout  the  life  of 
the  policy,  usually  until  age 
65)  or  guaranteed  renewable 
(the  company  still  can't  drop 


you  but  can  increase  i)t  i 
urns  for  your  class  nf 
sured).  You  can  save  s'v 
12%  on  your  premium 
you  choose  a  longer  wiiil 
period. 

For  psychiatric  beiir 
the  most  impoitant  issu 
how  the  insurance  conip 
defines  mental  and  nvr\ 
disorders,  which  will  dit' 
the  policy  exclusions,  i 
policy  may  include  substa 
abuse  treatment  or  stress 
lated  disorders  in  its  (lis; 
ity  coverage,  and  anot 
may  not. 

PRIOR  EPISODES.  You 

need  to  know  if  the  jjl 
covers  preexisting  conditi 
This  gets  a  little  tricky 
will  depend  on  the  tin 
and  severity  of  the  prev 
mental  or  nervous  episfc 
Say  you  went  through  £ 
vorce  two  years  ago,  an 
that  time  you  consulte  1^ 
mamage  counselor  for  a  i 
of  six  sessions.  You  prob  1; 
will  have  no  pi'oblem  get  j 
covered.  "The  further  1 
in  a  person's  history  and 
briefer  the  event,  the  r 
likely  the  individual  wil  | 
able  to  get  standard  co 
age,"  says  Al  Robertsotij 


m 
to 

(  ilii 


msurance  consultant 
Peachtree  Planning  in 
lanta.  But  if  you're  sti 
counseling  two  years  1 
there's  a  good  chance  tb 
surance  company  may 
you  coverage.  Some  coi 
nies  won't  offer  individ 
coverage  if  they  have  h 
recurrence  during  the  t 
years  prior  to  when 
take  out  a  new  policy. 

One  additional  piece  o 
vice:  "Be  cautious  about 
minating  an  existing  p 
and  buying  a  new  one 
cause  older  pohcies  ' 
more  liberal  psychiatric 
efits,"  wai-ns  Barry  Bar 
a  director  at  Kwasha  Li]  e, 
a  benefits-consulting  fin 
Of  coui'se,  mental-  and 
vous-ailment  benefits 
up  just  one  category  ol 
ability  insurance.  You'll 
to  review  the  entire  p 
to  make  sure  it's  suitabl 
all  your  needs,  or  else 
could  end  up  vAth  even 
worries.  Toddi  Qi 


If,-; 
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usiness  Week  Index 


3DUCTI0N  INDEX 


Dhange  from  last  week:  -0.1% 
Change  from  last  year;  7.2% 


PRODUCTION  INDEX 

Jan,  18=135.9 
  1992=100   


_j  I  ■  I  I  I  a  ■  1  1  1  1  1  

Jan  May  Sept  Jan 

1996  1996  1996  1997 

he  index  is  a  4-week  moving  average 

production  index  was  virtually  unchanged  in  ttie  week  ended  Jan,  18  But 
e  calculation  of  tfie  four  week  moving  average,  the  index  declined  to 
5,  from  136.9  in  the  previous  week.  On  a  seasonally  adjusted  basis, 
it  levels  of  autos,  trucks,  and  coal  as  well  as  rail-freigtit  traffic  all 
)ed.  But  electric  power  was  up  stiarply  in  the  latest  week,  probably 
ting  higher  energy  demands  during  the  cold  weather  m  parts  of  the 
n, 

duction  index  copyright  1997  by  The  McGiaw-Hill  Companies 


.DING  INDICATORS 


LATEST 
WEEK 

WEEK 
AGO 

YEARLY 
%  CHG 

:k  prices  (1/24)  s&p  500 

770.52 

776.17 

24.9 

•ORATE  BOND  YIELD.  Aaa(l/24) 

7.41% 

7.39% 

9.6 

STRIAL  MATERIALS  PRICES  (1/24) 

108.4 

108.9 

-1.2 

NESS  FAILURES  (1/17) 

NA 

NA 

NA 

ESTATE  LOANS  (1/15)  billions 

NA 

NA 

NA 

•Y  SUPPLY,  M2  (1/13)  billions 

$3,841.1  $3.841. 6r 

4.0 

AL  CLAIMS.  UNEMPLOYMENT  (1/18)  ttio 

us.  355 

321r 

-12.8 

:es:  Standard  &  Poor's,  Moody's,  Journal  of 
Istreet  (tailurps  of  large  companies),  Federal 

Commerce  (inde 
Reserve.  Labor 

x:  1990=100),  Dun 
Dept 

EREST  RATES 

RAL  FUNDS  (1/28) 

LATEST 
WEEK 

5.27% 

WEEK 
AGO 

5.33% 

YEAR 
AGO 

5.53% 

lERCIAL  PAPER  (1/29)  3-month 

5.45 

5.44 

5.26 

IFICATES  OF  DEPOSIT  (1/29)  3  month 

5.42 

5.41 

5.53 

1  MORTGAGE  (1/24)  30-year 

8.01 

8.04 

7.30 

STABLE  MORTGAGE  (1/24)  one  year 

6.77 

5.85 

5.45 

I:  (1/28) 

8.25 

8.25 

8.50 

"!S:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


STEEL  (1/25)  thous.  of  net  tons 

LATEST 
WEEK 

1,999 

WEEK 
AGO 

1,954# 

YEARLY 
%  CHG 

-1.9 

AUTOS  (1/25)  units 

104,445 

110,046r# 

-11.7 

TRUCKS  (1/25)  units 

109,163 

123.543r# 

-9.3 

ELECTRIC  POWER  (1/25)  millions  of  kilowatt-hrs. 

66,257 

71.867# 

2.1 

CRUDE-OIL  REFINING  (1/25)  thous,  of  bbl,/day 

13,543 

13.633# 

-1.1 

COAL  (1/18)  thous,  of  net  tons 

18,514# 

20.253 

-4.2 

LUMBER  (1/18)  millions  of  ft. 

466, 9# 

477,9 

3.6 

RAIL  FREIGHT  (1/18)  billions  of  ton-miles 

24. 3# 

25,6 

-1.6 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports.  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAi,  SFPA2,  Association  of 
American  Railroads 

PRICES  ; 

GOLD  (1/29)  $/troy  oz. 

LATEST 
WEEK 

351.100 

WEEK 
AGO 

351,200 

YEARLY 
%  CHG 

-13.4 

STEEL  SCRAP  (1/24)  #1  heavy.  $/ton 

133.00 

133.00 

-8.0 

COPPER  (1/24)  e/ib. 

114.1 

112.1 

-5.9 

ALUMINUM  (1/24)  (z/ib. 

78.0 

77.0 

6.8 

COTTON  (1/25)  strict  low  middling  1-1/16  in..  ?/lb.  70.28 

70.26 

-11.6 

OIL  (1/28)  $/bbl. 

23.68 

24.37 

34.5 

ORB  FOODSTUFFS  (1/28)  1967=100 

237.47 

234.18 

1.6 

ORB  RAW  INDUSTRIALS  (1/28)  1967=100 

340.80 

340.34 

3.7 

Sources:  London  Wednesday  final  setting.  Chicago  market,  Metals 
market,  NYMEX,  Commodity  Research  Bureau 

Week,  fviemphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  1/29) 

LATEST 
WEEK 

122.08 

WEEK 
AGO 

118.85  1 

YEAR 
AGO 

06.62 

GERMAN  MARK  (1/29) 

1.64 

1.64 

1.49 

BRITISH  POUND  (1/29) 

1.62 

1.65 

1.52 

FRENCH  FRANC  (1/29) 

5,54 

5.52 

5.11 

ITALIAN  LIRA  (1/29) 

1616,4 

1594.5  1580.1 

CANADIAN  DOLLAR  (1/29) 

1,34 

1.34 

1.37 

MEXICAN  PESO  (1/29) 

7.819 

7.792 

7.410 

TRADE-WEIGHTED  DOLLAR  INDEX  (1/29) 

102.9 

101.5 

97.6 

Sources:  Maior  New  York  banks.  Currencies  expressed  in  units  per  U.S  dollar, 
except  for  British  pound  in  dollars.  Trade-weighted  dollar  via  J, P.  Morgan 


data  .n  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (ctiart);  other  components  (estimated  and  not  listed)  mclude  machinery  and  defense 
ent,   1-Weslern  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3-Free  market  value       NA=Not  available       r=:revised       Nfi/I^Not  meaningful 


^HE  WEEK  AHEAD 


INAL  INCOME 

/,  Feb.  3,  8:30  a.m.EST>-  Personal 
■  likely  jumped  0.7%  in  December, 
pending  was  up  0.5%.  Those  are  the 
I  forecasts  of  economists  surveyed  by 
i  ternational,  one  of  The  McGraw-Hill 
\  nies.  Both  income  and  spending  rose 
k  n  November. 

(  RUCTION  SPENDING 

1  

»  /,  Feb.  3,  10  a.m. EST     Building  out- 
ely  declined  by  0.4%  in  December, 
huge  1.9%  advance  in  November. 

SURVEY 

/,  Feb.  3,  10  a.m. EST  ^  The  National 
tion  of  Purchasing  Management's 


index  probably  dipped  to  53.5%  in  January, 
from  53.8%  in  December.  A  reading  above 
50%  indicates  the  factory  sector  is  growing. 

FOMC  MEETING 

Tuesday,  Feb.  4  ►  The  Federal  Open  Mar- 
ket Committee  of  the  Federal  Reserve  will 
meet  to  set  monetary  policy.  The  mms 
expectation  is  that  the  policymakers  will 
leave  short-term  interest  rates  unchanged. 
The  meeting  continues  on  Feb.  5. 

LEADING  INDICATORS 

Tuesday,  Feb.  4,  10  a.m.ESTP-  The  Confer- 
ence Board's  index  of  leading  indicators 
likely  rose  0.2%  in  December,  on  top  of  a 
0.1%  increase  in  November. 


FACTORY  INVENTORIES 

Wednesday,  Feb.  5,  10  a.m.Esr^  Factory 
inventories  probably  rose  0.4%  in  Decem- 
ber, the  same  gam  reported  in  November. 

EMPLOYMENT 

Friday,  Feb.  7,  8:30  a.m. est  ^  The  mms 
median  forecast  calls  for  a  rise  of  188,000 
nonfarm  jobs  in  January.  That  follows  a 
262,000  surge  in  December.  The  jobless 
rate  probably  remained  at  December's  5.3%. 

INSTALLMENT  CREDIT 

Friday,  Feb.  7,  3  p.m.EST^  Consumers 
probably  added  $6.5  billion  in  new  debt  in 
December,  a  bit  less  than  the  $7.4  billion 
m  new  borrowings  in  November. 
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This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

riYfc  Sunday 

r  ~ 


I 


The  best  mutual  funds— and 
selecting  the  best  for  your 
personal  needs;  Get  online 
help  from  Lou  Stanasolovich 
I  of  Legend  Financial  Advisors 

and  BW  mutual-fund  guru 
1  Jeff  Laderman.  Feb.  2 
9  p.m.  EST  in  the  Globe 

I  Monday 

I  How  to  save  big  bucks  for  a 
small  business— tips  from 
author  Terri  Lonier  of  The 
Frugal  Entrepreneur.  Feb.  3 
8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 

Wednesday 

BW  Online's  You  &  Your 
Health  series  continues  with 
all  the  latest  about  heart 
disease.  The  experts  are  Dr. 
Jan  Breslow  and  Dr.  Hayes 
Dansky  of  Rockefeller 
University.  Feb.  5 
8  p.m.  EST  in  the  Coliseum 

Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  eacti  event. 


For  a  free  trial  diskette 
including  50  tree  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  stoiy  or 
feature  with  a  significant  reference  to  a  company 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Inventa  78 
ITT  (im  40 

J 


JAMS/Endispute  130 
Johnson  &  Johnson  (JNJ)  62 

K 


Acer  America  70 
Actra  Business  78 
Adobe  Systems  (ADBE)  98 
Advanced  Micro  Devices  (AMD)  70 
Aetna  (AET)  100,101 
AIG  (AIG)  42 
Airbus  Industrie  52 
Alcoa  (AA)  130 
AllliedSignal  (ALD)  32 
AmanaTool  108 
American  Express  (AXP)  46 
Amencan  Sky  Broadcasting 

(NWS)  49  * 
America  Online  (AOL)  6, 46, 78, 

108 

Apple  Computer  (AAPL)  4,78,98 
Archer  Daniels  Midland  (ADM)  36, 
46 

AT&T(D  108 
Atlas  Copco  54 
Avis  42 
Avon  (AVP)  62 


Deloitte  &  Touche  4 
Deutsche  Bank  32 
Deutsche  Morgan  Grenfell  42, 78 
Diba  86 
DirecTV  49 

Donaldson  Lufkin  &  Jenrette  40, 
107 

Dow  Jones  (DJ)  40,46,107 
Dreyfus  100%  U  S.  Treasury  Long- 
Term  Fund  (DRGBX)  110 
DRI/McGraw-Hill  (MHP)  32 
DuPont  (DD)  42 


Kleinwort  Benson  50 
Korea  First  Bank  50 
KwashaLipton  132 

L 


Pohang  Iron  &  steel  50 
PointCast  78 
Portland  General  (PGN)  46 
Power  Computing  98 
Provident  Life  &  Accident 
(PVT)  132 

Prudential  Securities  70 
Putnam  Convertible  Income  j 
Growth  A  Fund  (PCONX)  \] 

R 


Eastman  Kodak  (EK)  46 
Echo  star  Communications 
(DISH)  49 
Electrolux  54 
Enron  (ENE)  46 
Equitable  Resources  (EQT)  108 
Ericsson  (ERICNY)  54 
Ernst  Institutional  Research  42 
ExidefEX)  107 
F 


B 


Bally  Entertainment  (BLY)  40 
Bank  Julius  Baer  52 
Barclays  43 
Barings  43 

Barnes  &  Noble  (BKS)  46 
Bass  40 
Bayer  46 
Be  98 

BEA  Associates  107 
Berkshire  Life  Insurance  132 
Boeing  (BA)  42, 49, 52 
Brown  &  Root  130 
Burton  Group  78 


Carr(W.l,)  59 

Cement-Lock  77 

Chase  Manhattan  (CMB)  28,107 

Chemical  Bank  107 

China  Light  &  Power  59 

Chrysler  (C)  42,136 

CIGNA  (CI)  94 

Citicorp  (CCD  42 

Citic  Pacific  59 
Coca-Cola  (KG)  44,49,62 
Colgate-Palmolive  (CD  62 
Collabra  78 
Colony  Capital  40 
Columbia/HCA  Healthcare 
(COL)  94 

Comcast  (CMCSK)  46 
Compaq  Computer  (CPQ)  70 
Conference  Board  133 
Coopers  &  Lybrand  40 
Corel  (COSFF)  21,78 
Cravath  Swaine  &  Moore  40 
Credit  Foncier  56 
Cuisinart  4 
CVS  (MES)  46 
Cyrix  (CYRX)  70 


Fairchild  Aircraft  130 
Federal  Express  (FDX)  78, 108 
Federated  Investors  62 
Fidelity  Advisor  High-Yield  T 

Fund  110 

Fokker  (DAI)  43 

Ford  (n  42 

Forrester  Research  86 

Foster  Higgins  29 

Franklin  Resources  Mutual  Shares 
Fund  107 

frogdesign  4 

Frontier  Community  Health 
Plans  100 


Lankenau  Kovner  Kurtz  & 
Outten  130 
Lazard  Freres  40 
Levi  Strauss  130 
LippoBank  4 

UR  Redbook  Research  29 
Loomis  Sayles  Bond  Fund 
(LSBOX)  110 

Lotus  Development  (IBM)  78 

M  

Macromedia  (MACR)  78 
Madison  Gas  &  Electric  (MDSN)  6 
MayfieldFund  94 
McCaw  Cellular  (MCAWA)  78 
McDonald's  (MCD)  94 
McDonnell  Douglas  (MD)  49 
McGraw-Hill  (MUP)  130,133 
Mercedes-Benz  (DAI)  43, 52 
Merrill  Lynch  (MER)  46,100.110 
Microsoft  (MSFT)  21,42,56,78, 
86, 98,138 
Mitsubishi  86 

MMS  International  (MHP)  133 
Monroe  Capital  102 
Montgomery  Ward  107 
Morgan  (J.P)  UPM)  52 
Morgan  Stanley  (MS)  78 
Morgenthaler  Ventures  94 
Morningstar  110 
Motorola  (MOT)  98 

N 


Raytheon  (RTN)  49 
Reuters  Holdings  43, 107 
Revco (RXR)  46 
RiteAid  (RAD)  46 
R  J.  Reynolds  (RN)  110 
RJR  Nabisco  (RN)  88 
Robertson  Stephens  70  ^tki^ 
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IMENTARY 
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long  Treasury  bond  jumped 
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;  small-cap  stocks  tend  to 
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;s,  which  have  been  pum- 
i  so  far  this  year,  rebound- 
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•00*'  M  U  S.  Diversified  £^  All  Equity 
)tal  return        52-week  total  return 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

6740.7 

-1.6 

27.1 

NASDAQ  Combined  Composite 

1355.2 

-2.4 

30.0 

S&P  MidCap  400 

261.1 

-2.0 

20.4 

S&P  SmallCap  600 

146.3 

-1.2 

21.9 

S&P  SuperComposite  1500 

166.0 

-1.8 

23.3 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

243.9 

-1.7 

23.7 

S&P  Financials 

86.3 

-1.7 

37.7 

S&P  Utilities 

199.2 

-2.8 

-1.4 

PSE  Technology 

261.6 

-1.4 

29.4 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4207.5 

-0.3 

12.7 

Frankfurt  (DAX) 

2999.2 

-1.0 

22.6 

Tokyo (NIKKEI  225) 

18,335.3 

1.8 

-10.9 

Hong  Kong  (Hang  Seng) 

13,285.4 

-3.0 

20.1 

Toronto  (TSE  300) 

6071.3 

0.2 

22.7 

Mexico  City  (IPC) 

3631.6 

-2.1 

17.6 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.89% 

1 .85  % 

2.14% 

S&P  500  P/E  Ratio  (Last12mos.) 

20.2 

21.8 

18.1 

S&P  500  P/E  Ratio  (Next  12  mos. 

*  16.3 

16.7 

NA 

First  Call  Earnings  Surprise* 

2.11  % 

2.63  % 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

691.4 

688.7 

Positive 

Stocks  above  200-day  average 

70.0% 

72.0% 

Neutral 

Options:  Put/call  ratio 

0.58 

0.48 

Negative 

Insiders:  Vickers  Sell/buy  ratio 

1.81 

1.89 

Positive 

BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Hardware  &  Tools 

14.4 

Oil  &  Gas  Drilling 

111.2 

Semiconductors 

12.6 

Semiconductors 

92.7 

Hotels  &  Motels 

10.3 

Shoes 

86.4 

Engineering  &  Constr. 

9.7 

Personal  Loans 

55.1 

Pollution  Control 

9.0 

Computer  Software 

51.7 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Specialty  Appar.  Retailers 

-11.0 

Broadcasting 

-20.6 

Specialty  Retailers 

-7.9 

Trucking 

-19.8 

Manufactured  Housing 

-6.3 

Gold  Mining 

-19.2 

Department  Stores 

-4.7 

Steel 

-12.7 

Oil  Exploration  &  Prod. 

-4.7 

Restaurants 

-9.3 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


Rehound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

l-month 
change 

IBM 

150^4 

-2 '/a 

Caterpillar 

75^4 

-V4 

Bell  Atlantic 

65^8 

-1% 

Ameritech 

57  Vs 

-4V8 

Berkshire  Hathaway 

33,900 

-500 

Royal  Dutch  Petroleum 

170V4 

-l'/8 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

l-month 
change 

Intel 

151 

17^4 

Microsoft 

95% 

12V8 

Cisco  Systems 

68'/8 

4 

Sun  Microsystems 

32  V4 

eVs 

Amgen 

55^4 

Republic  industries 

41  Vs 

I2V2 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.95 

4.96 

5.13 

Taxable  equivalent  yields  on  AM-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.17 

5.18 

5.17 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.02 

5.02 

4.80 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.55 

5.60 

5.05 

GENERAL  OBLIGATIONS 

4.94% 

4.91% 

5.54% 

5.51% 

10-YEAR  TREASURY  NOTES 

6.62 

6.56 

5.69 

PERCENT  OF  TREASURIES 

74.60 

74.98 

80.16 

80.71 

30-YEAR  TREASURY  BONDS 

6.91 

6.83 

6.09 

TAXABLE  EQUIVALENT 

7.16 

7.12 

8.03 

7.99 

LONG-TERM  AA  INDUSTRIALS 

7.39 

7.32 

6.68 

INSURED  REVENUE  BONOS 

5.06 

5.04 

5.79 

5.76 

LONG-TERM  BBB  INDUSTRIALS  7.82 

7.74 

7.07 

PERCENT  OF  TREASURIES 

76.41 

76.96 

83.78 

84.37 

LONG-TERM  AA  TELEPHONES 

7.61 

7.52 

7.04 

TAXABLE  EQUIVALENT 

7.33 

7.30 

8.39 

8.35 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Laggards 
%    Four-week  total  return  % 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return 


Laggards 

Four-week  total  return  % 


Lexington  Troika  Russia 
Vontobel  Eastern  Europ.  Eq. 
American  Heritage 
Merrill  Mid.  East/Africa  B 
Federated  Emerging  Mkt.  A 

Leaders 

52-week  total  return 


24.0  Capstone  Nikko  Japan  -10.2 

18.5  Dean  Witter  Japan  -10.2 

14.3  Warburg  Japan  OTC  Comm.  -10.2 

12.8  DFA  Japanese  Small  Co.  -10.0 

12.2  Fidelity  Japan  Small  Co.  -9.9 

Laggards 

%  52-week  total  return  % 


Latin  America 

Diversified  Emerging  Markets 
Technology 
Large-cap  Growth 
Financial 

Leaders 

52-week  total  return 


%   

7.6  Japan  -8.0 

7.5  Precious  Metals  -2.9 

5.0  Diversified  Pacific  -2.1 

3.5  Foreign  -0.7 

3.3  Real  Estate  0.5 

Laggards 

%  S2-week  total  return  % 


)rningstar.  Inc. 


State  St.  Res.  Glob.  Res.  A 
Interactive  Inv  Tech  Value 
Portico  MicroCap  Instl. 
PBHG  Technology  &  Common. 
Warburg  Small  Co.  Val.  Com. 


79.3  United  Svcs.  Gold  Shares  ^3.4 
70.2  Steadman  Technology  Grth.  -33.6 
69.2  Matthews  Korea  -32.1 
63.5  Fidelity  Japan  Small  Co.  -31.0 

60.4  DFA  Japanese  Small  Co.  -30.4 


Real  Estate 
Financial 

Natural  Resources 
Technology 
Small-cap  Value 


33.8  Japan 

32.0  Precious  Metals 

31.3  Diversified  Pacific 

28.6  Pacific  ex-Japan 

25.0  Foreign 


-18.0 
-10.8 
-1.5 
6.4 
9.8 


;  as  of  market  close  Wednesday,  Jan.  29,  1997,  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Jan.  28.  For  a  more  detailed  explanation,  write 
ude  S&P  500  companies  only.  Fundamentals,  technical  indicators,  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com  NA=Not  available  **Vanguard  Index  500  Fund 
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Editorials 


BALANCED  BUDGET,  YES.  AMENDMENT,  NO 


Congress  and  the  President  are  on  the  verge  of  accom- 
pUshing  the  unimaginable:  agi'eement  on  a  balanced  fed- 
eral budget  by  2002.  This  newfound  political  will  and  gov- 
ernmental belt-tightening  will  stoke  the  economy,  as  interest 
rates  decline  and  national  saving  and  investment  revive.  In- 
deed, the  Congressional  Budget  Office  calculates  that  by 
2030,  real  per  capita  gi'oss  domestic  product  could  be  25% 
higher  under  a  pemnanent  balanced  budget  than  if  the  budget 
were  allowed  to  grow  without  restraint.  ,  'j'/"/ f/,)) 

There's  the  rub:  Keeping  the  budget  in  permanent  balance 
will  not  be  an  easy  task.  Cuts  in  Medicai'e  reimbui'sements  to 
hospitals,  doctors,  and  managed-care  companies  that  the 
forthcoming  agi'eement  contains  are  fine  as  far  as  they  go. 
But  an  aging  population  is  pushing  Medicare  costs  higher  at 
a  breathtaking  pace,  and  gi'owth  in  this  entitlement  will 
have  to  be  checked  permanently  if  the  budget  is  to  approach 
balance.  Social  Security,  too,  is  due  for  some  restructuring. 

So  what  to  do?  Republicans  think  they  have  an  answer — 
pass  a  balanced  budget  amendment  to  the  Constitution  and 
thereby  ensure  that  fiscal  discipline  becomes  the  indispensable 
element  of  responsible  government.  The  balanced  budget 
amendment  has  enomnous  political  appeal  and  at  fii-st  blush 
seems  reasonable.  Most  states  and  localities  are  required  by 
law  to  operate  in  budgetary  balance,  the  argument  goes,  so 
why  not  the  federal  government?  What  better  way  to  force 
easy-spending  legislators  to  shape  up?  v ./  ti  / /[_ 
No  question,  budgetaiy  balance  is  desirable.  But  seeking  to 


achieve  it  through  a  constitutional  amendment  is  foolish 
in*esponsible.  The  one  being  debated  in  the  Senate  woulc 
quu'e  the  President  to  submit  a  balanced  budget  every 
beginning  in  2002  or  two  years  after  passage,  which( 
comes  later  Congi-ess  could  waive  the  requirement  to  ens 
balanced  budget  only  in  the  event  of  war  or  with  a  M  vol 
both  houses.  In  the  version  being  debated,  not  even  reces 
is  specifically  cited  as  reason  to  waive  the  requireme 
although  the  %  rule  could  be  used  at  such  a  time. 

It's  not  appropriate  to  liken  the  federal  government  an 
budget  to  the  states.  For  one  thing,  Washington  follow 
own  accounting  rules.  Yes,  the  Social  Security  trust  fui 
counted  as  part  of  the  unified  budget.  On  the  other  \ 
Washington  doesn't  have  a  capital  budget,  as  most  si 
do.  More  important,  though,  the  difficulty  with  likening 
federal  government  to  the  states  is  that  states  don't 
wars,  and  statehouses  don't  finance  and  direct  countercyi 
economic  policy.  Of  coui'se,  if  Congress  cuts  deeply  into  \ 
gi-ants  to  the  states  to  keep  the  budget  in  balance  a 
costs,  that  would  effectively  shift  the  recession-fighting  to 
den  to  the  states.  That  prospect  will  not  be  lost  on  govei 
and  state  legislators,  who  may  well  derail  state  ratificati( 
a  balanced  budget  amendment.  It's  easy  to  see  the  appe 
this  legislation  for  members  of  Congress  who  shun  tl:( 
tremely  tough  job  of  cutting  spending  or  raising  taxes, 
flexibility,  not  intractability,  is  what  the  budget-bal;ii 
process  demands. 


CASH  FOR  THAT  RAINY  DAY 


It's  a  problem  that  many  companies  would  like  to  have.  With 
profits  booming,  companies  such  as  General  Motors,  Chrysler, 
IBM,  Microsoft,  and  Intel  are  running  up  multibiUion  cash 
hoards.  In  particular,  gm  and  IBM,  near-basket  cases  just  a 
few  yeai-s  ago,  together  have  $25  biUion  in  cash,  enough  to  ftmd 
the  New  York  City  budget  for  almost  a  year. 

Now  the  question  is:  What  should  these  companies  do 
with  their  spare  cash?  In  the  1980s,  it  became  an  article  of 
faith,  especially  during  the  leveraged  buyout  boom,  that  a 
company  with  a  big  cash  pile  was  doing  something  wrong— 
if  it  couldn't  find  a  good  immediate  use  for  the  money,  it 
should  distribute  the  cash  to  shareholders  in  the  form  of 
stock  buybacks  or  higher  dividends.  There's  no  lack  of  either 
these  days.  Dividends  are  up  by  8%  over  the  last  year, 
and  companies  have  been  engaged  in  huge  stock  buybacks. 
IBM  bought  back  almost  $11  billion  in  shares  over  the  last 
two  years.         (  /^y/       -/  -j  f  lf( 


e'^^^veniic 


Yet  despite  the  conventional  wasdom,  cash-nch  companies 
may  be  doing  the  right  thing  by  not  rushing  to  boost  distri- 
butions. Commerce  Dept.  figures  reveal  that  corporations 
are  paying  out  about  66%  of  after-tax  profits  as  dividends. 


That's  about  the  same  percentage  as  the  1980s,  but 
higher  than  in  the  1960s  and  1970s,  when  investors  rep 
only  40%  of  profits  as  dividends.  J  '2^  "J  "/  ^  y  j 

Instead,  many  companies  are  worried  about  what  r 
happen  during  the  next  business  cycle.  In  the  chip  indi 
the  successful  businesses  are  the  ones  with  resources  to 
tinue  investing  even  duiing  downturns,  as  Intel  knows, 
auto  makers  such  as  Chrysler  and  gm  learned  the  need 
cushion  during  the  last  recession.  Indeed,  the  cash 
piles  give  U.  S.  companies  a  competitive  advantage  agjri 
foreign  competitors  who  are  mostly  not  quite  so  flush. 

Moreover,  fi'om  a  long-term  perspective,  using  some 
cash  to  reward  workers  makes  sense.  Despite  an  uptij. 
wages,  the  share  of  corporate  output  going  to  worker  i 
pensation  is  at  its  lowest  level  since  1969 — and  still  falli 
workers  cannot  share  in  the  rewards  now,  it  will  be  hare ' 
persuade  them  to  make  sacrifices  when  the  economy  slo\ 
it  inevitably  vrill.  That's  why  Intel  used  $1.3  billion  of  i 
in  1996  to  buy  back  stock  shares  that  ai'e  used  to  rewan 
ployees.  Such  measures  may  not  be  popular  with  Wall 
today  but  may  be  the  best  route  to  long-run  success. 
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Up  Front 


EDITED  BY  LARRY  LIGHT 


MAD  AVE 

BUSTING 

JOE  CAMELS  HUMP 

JOE   CAMEL   isn't   IN  THE 

clear  yet.  The  Federal  Ti-ade 
Commission  is  poised  to  re- 
open its  case  against  R.J. 
Reynolds  Tobacco's  suave  ear- 
toon  character  in  light  of  new 
evidence  contending  that  he 
inspires  kids  to  smoke. 
Sources  close  to  the  agency 
say  staffers  will  soon  recom- 


mend a  case  against  Joe 
that  may  lead  to  an 
FTC  order  to  with- 
draw the  Camel  ads  or 
restrict  their  use. 

An  earlier  FTC  at- 
tempt to  bring  a  case 
against  Joe  fizzled  in  1994 
after  three  of  the  five 
commissioners  voted  it 
down.  The  ftc  has  since 
turned  over,  and  under 
Clmton-appointed  Chainnan 
Robert  Pitofsky,  at  least  a 
thi-ee-member  majonty  would 
likely  vote  to  go  after 
the  ads,  the  sources  say. 
Reynolds  spokesman  Richard 
Williams  says  another  probe 
"amoimts  to  double  jeopardy." 
The  FTC  declines  comment. 

Seventy  lawmakers  have 
urged  the  ftc  to  revive  the 
inquii'y  after  new  studies  al- 
leged a  big  teen  smoking  in- 
crease— up  ft-om  14%  to  21% 
for  eighth-gi-aders — since  Joe's 
'88  debut.     Catherine  Yang 


SLUGFESTS 


ASTRA  GETS  PINCHED  BY  THE  EEGC 


THE    EQUAL  EMPLOYMENT 

Opportunities  Commission 
has  ended  its  investigation 
into  the  sexual  harassment 
scandal  at  Astra  usa,  and 
may  come  down  hard  on  the 
Swedish-based  dnigmaker.  In 
letters  the  agency  has  sent 
recently  to  women  who  have 
filed  charges  against  the 
company,  the  eeoc  says  that 
it  found  Astra  and  its  man- 
agers harassed  numerous 
women,  "consciou.sly  ignored" 
the  sexually  intimidating  and 
offensive  atmosphere,  and 
"engaged  in  a  concerted 
effort  to  cover  up  the 
harassment." 

In  the  letters,  obtained  by 
BUSINESS  WEEK,  the  EEOC  also 
contends  that  previous  settle- 
ments Astra  struck  with  some 
employees  were  pail  of  a  cov- 
er-up— and  thus  invalid.  While 
the  EEOC  can't  overturn  those 
settlements,  it  may  argue  that 


Astra  should  sweeten  them. 

The  EEOC  will  likely  start 
talks  vdth  Astra  this  month, 
and  the  strong  tone  of  the 
letters  suggests  that,  if  it  fails 
to  get  a  sweeping  and  costly 
settlement,  it  will  take  Astra 
to  court.  An  Astra  spokesman 
says  the  letters  "are  only  a 


Rocked  by  scandal 


probable  cause  finding,  and 
are  not  equivalent  to  a  court 
finding  us  guilty."  He  says 
Astra  has  been  cooperating 
with  the  EEOC  and  hopes  to 
reach  a  satisfactory  settle- 
ment. Mark  Maremont 


TALK  SHOW  UAveraee  sex  is  better  than  being  a 
billionaire." 

— Ted  Turner,  at  a  New  York  appearance,  on  the  relative  value 
of  great  wealth 

HEARTBREAK  HOTEL 

THE  PRINCE  AND  THE  PUZA 


DID  PRINCE  ALWALEED  STIFF 

the  broker  who  helped  him 
buy  the  Plaza  Hotel?  That's 
what  broker  Larry  Russo 
claims  happened  in  the  1995 
sale  of  the  Man- 
hattan landmark 
to  the  Prince  and 
his  partner,  cdl 
Hotels  Interna- 
tional of  Singa- 
pore, for  $325 
million.  Russo 
sued  the  Prince 
in  New  York 
State  Supreme 
Court  Jan.  14  for 
his  $9.75  million 
commission,  plus 
three  times  that  in  damages. 

Citibank,  which  took  con- 
trol of  the  hotel  in  '92  from 
then  financially  troubled  Don- 
ald Ti'umj),  had  enlisted  Rus- 
so, among  others,  to  find 
a  buyer  A  former  Ti-ump 
staffer,  Russo  had  worked  on 
Plaza  finances.  Beyond  those 
facts,  the  picture  gets  miu-ky. 

The  suit  charges  that  Al- 


SORRY!  Alwaleed 


waleed  tapped  Russo's  kno 
edge   of  the   Plaza,  tl 
dumped  him  and  turned 
the  Prince's  own  fii-m,  Hdil 
Capital  Advisers,  as  the  bi- 
ker to  seal  u 
deal.  Using  H( 
Capital  would 
illegal  since 
not  a  licensed  1 
ken  An  Ahvali 
aide  calls  the  - 
"frivolous"  and  ;- 
nies  Hotel  Capil 
functioned  asa 
broker  The  Pii  e 
hasn't  filed  a  It 
response. 

  The  tale  ,u 

more  tangled.  Citi,  whi. 
along  '■>vith  Trump  retains 
minority  interest  in  the  PI; 
ended  up  using  the  Jd 
Lang  Wootton  finn  as  its  1 
ker  Jones  says  it  brought 
waleed  to  the  table  and  i; 
so  played  no  part.  Citi. 
which  the  Prince  has  an  s 
stake,  won't  say  what  i; 
so's  role  was,  if  any. 


PLASTIC  FANTASTIC 

MORE  BLUES 
FOR  THE  PRU 

PRUDENTIAL  .JUST  CAN'T  SEEM 

to  avoid  bad  news.  It  has  suf- 
fei-ed  billion-dollar  scandals  in 
its  securities  and  life-insur- 
ance units.  Now,  its  credit- 
card  operation  has  slipped 
into  the  red.  The  Pin,  which 
as  a  mutual  insurer  doesn't 
report  its  finances  publicly, 
lost  $77  million  aftertax  on 
its  $1.7  billion  card  portfolio, 
says  a  source  at  the  Pul 

This  is  a  big  loss  by  card 
industry  standards.  Even 
with  rising  charge-offs  indus- 
trywide because  of  looser 
credit  standards  in  recent 
years,  most  issuers  still  ai'e  in 
the  black.  The  mighty  insur- 
er's financial  standing  is  ro- 
bust enough— $600  to  $700 
million  in  estimated  1996  net 


profits — to  absorb  the  setl 
on  cards,  which  are  ju- 
small  part  of  its  empire. 

Its  card  unit  sufferetl  IV 
a  large  surge  in  chargt- 
for  deadbeats  last  year:  7 
of  its  portfolio,  vs.  the  im  ■ 
try's  6%  average.  Why' 
big  reason,  the  source  s, 
is  it  didn't  charge  enm 
interest  to  riski 
er  borrowers 
to  cover  their 
nonpayments. 
Jean  Hamil- 
ton, president 
of  the  Pni  divi- 
sion that  oversees 
cards,  confirms  that  it 
money  in  1996,  but  not  i 
much.  She  says  the  princa 
culprit  is  industiywide  w  > 
The  Pin  plans  to  reposi  'i 
its  card  unit  to  focus  out 
regular  insurance  and  o' 
noncard  customers,  whoijj 
knows  best.        Alison  ^ 
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better  scannef  ^ 

than  an  tpSOII 


scan  thi  s. 


COMPARISON  CHART 

THE  EPSON 
EXPRESSION  636 

THE  HP 
SCANJET  4C 

Bit  Depth 

36 

30 

Colors 

68  7  billion 

2.0  billion 

Maximum  Resolution 

4800  X  4800 

2400  X  2400 

Optical  DPI 

600 

600 

Grayscale  Levels 

4,096 

1,024 

SCAN  SPEED-Preview 

6  seconds 

11  seconds 

Color  (4x5) 

21  seconds 

27  seconds 

Grayscale 

25  seconds 

34  seconds 

Text  OCR 

14  seconds 

28  seconds 

THE  EPSON'  EXPRESSION"  636  COLOR  SCANNER 

There's  no  denying  we're  making  a  pretty  bold  statement  about 
our  scanner.  But  with  numbers  like  this,  we  can.  Because  Epson 
TrueScan"  technology  with  36-bit  scanning  and  600-dpi  optical 
resolution,  gives  you  the  power  to  capture  68.7  billion  colors  and 
countless  details  with  incredible  clarity.  And  everything  you  need 
to  harness  that  power  is  easy  to  set  up  and  easy  to  use.  So  you'll  get  high-quality  images  that  will  turn  visual  presentations 
and  business  documents  into  bold  statements- more  quickly  and  easily  than  other  scanners  can.  And  for  a  lot  less  money,  too. 

But  there  are  other  ways  we  outdo  the  competition  that  can't  be  expressed  in  numbers.  With  our  exclusive  Text  Enhance- 
ment Technology  and  Auto  Area  Segmentation,  you  can  accurately  scan  both  text  and  graphic  images  from  the  same  page-even 
from  colored  backgrounds.  And  you'll  get  greater  versatility  with  easy,  simultaneous  hook-up  to 
both  PC  and  Mac  platforms.  Nobody  else  can  do  that.  So  now  that  you  see  what  the  numbers 
(amongst  other  stuff)  do  for  our  scanner,  wait'll  you  see  what  our  scanner  does  for  your  bus- 
mess.  For  more  information  call  1-800-GO-EPSON  and  ask  for  operator  3055. 
Or  visit  us  at  www.epson.com. 


The  Expression  636  enecutiue  PC  bundle  comes  with 
Adobe  Photoshop'  LE,  Xerox  TextBridge  Pro'  '96,  NewSoft'  Presto'  PageManager'  IE 
and  SCSI  interface  and  cable  As  well  as  a  competitive  edge 


YOU'VE  GOT  TO  SEE  IT  IN 


EPSON 


color: 


mpartson  based  on  independent  third  party  testing  using  a  200  MHz  Pentium  computet  with  Windows  95  Scanners  were  operated  in  best  quality  mode  using  Adobe  Photoshop,  TWAIN  drivers  and  SCSI  cards  included  in  the  box.  Images  were  single-pass 
400  dpi  Executive  Mac  bundle  also  available  with  Adobe  Photoshop  LE.e  Paper'"  dnd  SCSI  cable  Other  scanner  configurations  available  Awards  given  to  the  ES-uooC  one  in  the  line  of  Epson  award- winning  scanners  Do  not  scan  published  matenal  ^ 
rmision  of  the  copyright  holder  EPSON  is  a  registered  trademark  of  Seiko  Epson  Corp  Expression  and  TtueScan  are  trademarks  of  Epson  America,  Inc.  All  other  trademarks  are  the  property  of  their  respective  owners.  '£1996  Epson  Amenca,  Inc. 


Up  Front 


-WAY  PATROL 


PHONE  HOGS  OR  GOOD  CUSTOMERS? 


COMPUTER    AND  ONLINE 

outfits  are  tired  of  hearing- 
local  phone  coiTipanies  com- 
plain that  exploding  Internet 
usage  is  straining  the  public 
phone  network — and  they've 
issued   a  study 
debunking  the 
charge.  The 
Baby  Bells 
grouse  that 
while  the  aver- 
age phone  call 
lasts  just  three 
minutes,  cyber- 
surfers  often  tie 
up  the  line  for 
houi's.  The  local  caiTiers  want 
Internet  service  providers  to 
ante  up  an  access  fee  that  will 
finance  upgrades  to  handle  all 
that  data  ti'affic. 

Baloney,  says  the  Internet 
Access  Coalition,  a  lobbying 
gi'oup  representing  21  of  the 


computer  industry's  biggest 
names,  among  them  America 
Online,  Netscape,  IBM,  Apple, 
and  Microsoft.  The  coalition's 
study,  by  Boston-based  con- 
sulting group  Economics  & 
Technology,  contends 
that  Net  usage 
is     a  bonanza 
for  the  Bells.  The 
study  found  that 
local  carriers  col- 
lected revenues 
totaling  $1.4  bil- 
lion   in  1995 
fi'om  second 
home  phone  lines 
used  mainly  for  Net  links, 
while  spending  only  $245  mil- 
lion to  beef  up  theii"  networks 
for  the  additional  usage. 

The  Bells  can't  argue  with 
the  fact  that  second  phone 
lines  installed  in  homes  gTew 
by  more  than  25%  last  year. 


DRAWN  &  QUARTERED 


Ht  HNPNOINTERKT 
\N  Gd-OBAL  WARMING.. 
HE  WAS  ONLY  AFTER 
MY  50UL. 


fueling  a  hefty  8%  to  9% 
pi'ofit  growth.  But  that's  ir- 
relevant, says  a  Bell  Atlantic 
spokesman:  The  problem  is, 
they  have  no  idea  in  advance 
when  a  line  will  be  used  for 
data  rather  than  voice,  thus 
how  long  it  may  be  tied  up. 
Both  sides  agree  the  solu- 
tion is  to  build  higher  capac- 
ity phone  networks.  The 
fight  is  over  who  will  pay 
the  tab.       Catherine  Arnst 


FUND  WATCH 

SO  MUCH  FOR 
FiDELITY  LOYALTY 

ONE   FIDELITY  WATCHER  IS 

getting  off  the  sidelines. 
Eric  Kobren,  editor  of  the 
Fidelity  Insight  newsletter 
and  a  former  Fidelity 
Investments  marketing 
executive, 
says  he  is 
s t a  1" t i n g  up 
three  "funds 
of  funds"  — 
with  hardly 
any  invested 
in  Fidelity. 
Why?  He  is 
l)ut  off  by  the 
financial  giant's 
poor  performance,  manage- 
ment turnover,  and  "invest- 
ment style  drift."  Its  flagship, 
Magellan,  was  one  of  1996's 
worst-performing  growth 
funds  (560  out  of  624). 

His  Kobren  Insight  Funds 
will  invest  in  a  score  of  mu- 
tual funds,  but  stay  clear  of 
Fidelity  except  for  two  of  its 
funds  he  still  likes  (Advisor 


EX-FAN:  Kobren 


Growth  Opportunity  and  Real 
Estate).  Kobren  also  has 
drawTi  down  his  Fidelity  in- 
volvement with  the  $760  mil- 
lion he  manages  in  private 
client  assets:  Three  years 
ago,  that  was  invested  100% 
with  Fidehty.  Now,  it's  only 
38%;  the  rest  is  in  such  Fi- 
delity rivals  as  Vanguard 
Group  and  T.  Rowe  Price.  Fi- 
delitv  won't  comment. 


Senior  Fidelity  executives 
recently  went  on  a  nationwide 
road  show,  hoping  to  convince 
customers  that  the  company's 
well-chi-onicled  troubles  are  a 
media  inyth.  However,  the  im- 
usual  effort  had  zero  impact 
on  Kobren.  He  laments  that 
Fidelity  fields  tight-lipped  ftuid 
managers  who  won't  explain 
the  cb'op-off  or  theii'  comeback 
strategies.      Geoffrey  Smith 


THE  BIG  PICTURE 


BACK  TO  THE  '60$ 

The  early  1960s  stand  out  as  a  golden  era  in  the  post-war 
economy:  negligible  inflation  and  strong  growth.  If  you've 
ever  wondered  what  it  felt  like,  enjoy.  Not  since  I9G5  has 
performance  matched  the  combination  of  a  4.7%  annual 
rate  of  growth  in  output  and  a  1.4%  inflation  rate  racked 
up  in  the  final  three  months  of  1996.  Back  then,  there 
were  nine  quarters,  highlighted 
here,  that  beat  those  numbers. 


■62  '63 
DATA.  DRI/McGRAW-HILL 


*GROSS  DOMESTIC  PRODUCT 


TRENDLETS 

AH.  THE  AROMA 
OF  VINTAGE  HIKES 

OLD  ATHLETIC  SHOES  ARE 

latest  hot  collectible,  fetcl 
as  much  as  $3,000  per  j 
On  the  most-wanted  list 
Nike  basketball  models, 
ticularly  1985  Air  Jord 
and  pre- 1983  Nike  rum 
shoes.  Deal- 
ers scour  ^  ^  a 
yard  sales 
and  flea 
markets  in 
search  of 
the  desired 
footwear, 
which  are 
scarce.  The  shoes  must 
fairly  good  condition.  Ni 
holes,  please. 

The  biggest  market 
these  shoes  is  Japan,  w 
culture  stresses  confoii 
Vintage  shoes,  says  John 
ley,  a  former  Mormon 
sionary  there,  "are  a  wa.i 
set  yourself  apart."  His  1 
ley  Enterprises  of  Or 
Utah,  sells  up  to  5,000  p 
yearly,  mainly  through  i 
Internet.  He  posts  photos  !^ 
descriptions  of  his  goods, 
entertains  E-mailed 
Several  similar  busine- 
using  traditional  mail  ui 
ing,    have    sprung  ud 
the  Pacific  Northwest. 
makers,  though,  are  unn 
by  the  clamor  for  their  jj, 
cient  offerings.  Nike,  s 
spokesman  Jim  Small,  foe 
on  shoes  "for  the  year  ^ 
not  1975."       Mark  Hyi 


FOOTNOTES  Teens  with  savings  accounts,  68%;  checking  accounts,  20%;  stocks  or  bonds,  1 6%;  mutual  funds,  5% 
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Recently  we  were  part  of 
a  medical  breakthrough,  although 

HE  DESERVES  SOME  OF  THE  CREDIT. 


Remember  when  all  the  pieces  fit  together  right  out  of  the  1| 


Corporate     Headquarters;     35     1  n  J  u  s  t  r  i  .1  I     VV  .1  y  ,     K  o  c  li  c  s  t  c  r  ,     N'  H     03  8  6  6     •     L  i  ,  j 


do. 


etron.  A  simpler  way  to  work. 


Today's  enterprise  networks  are  such  a  ct>m- 
plcx  m.izc  of  disparate  parts  that  it  can  be  diffi- 
cult to  keep  the  system  runniniJ,  k-t  ak)ne  stay 
focused  on  the  bia  picture.  Woukin't  it  be  areat  to 
have  a  flexible,  seaink'ss  sokition  that  ensures  what 
you  buy  toclay  v\'orks  with  what  you'll  require 
tomorrow? 

Enter  Cabletron.  We  help  you  see  the  finished 
picture  before  another  piece  goes  into  place. 

Wc  believe  in  compatible  migration  for  the  life 
of  your  network,  protectinc;  im'estments  even  in 
the  face  of  ever-chan^jing  business  demands.  Our 
vision  remains  sharp  through  the  industry's 
strongest  investment  in  R&D  combined  with 
select  technology  acquisitions  that  sensibly  and 
seamlessly  mesh  with  our  product  strategy.  We're 
with  you  from  the  desktop  to  the  data  center,  out 
to  the  vN'idc  area/ remote  access  environment 
(ISDN,  frame  rela\-,  ATM)  and  across  the  full 
spectrum  of  enterprise  management  software. 
And  Its  all  backed  hy  our  les^endarv  commitment 
to  service  and  support,  ensuring  picture-perfect 
assistance— now  anei  for  the  long  run. 

So  whether  you're  la\'ing  out  your  company's 
strategic  network  puzzle  or  ]ust  piecing  together 
this  year's  bandwidth  needs.  Cabletron  truly  does 
offer  a  simpler  v\'ay  to  work. 

F"or  more  information  on  how  we  can  help 
simplify  your  view  of  networking,  c.ill 
603-337-0930  or  visit  us  on  the  Web  at 
www.cablctron.com. 
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JAPANESE  STOCKS 
ARE  SHORT  ON  VALUE 


"Two  Japans"  (Cover  Stoiy,  Jan.  27)  is 
right  on  the  mark.  We  have  leai-ned  to 
look  for  vakie  rather  than  velocity — sub- 
stance rathei'  than  sizzle — for  mutual- 
fund  clients.  As  early  as  1992,  we  con- 
cluded that  the  Japanese  economy  was 
biu'dened  by  behind-the-times  subsidized 
companies  and  that  only  the  few  com- 
panies succeeding  in  foreign  markets 
were  worth  an  investor's  money.  Hence, 
we  have  been  underweighted  in  Japan 
for  several  years.  And  we  see  no  signs 
of  imminent  recovery,  considering  the 
huge  social  debt  Japan  faces  for  its  aging 
population  (as  you  point  out)  and  its  ar- 
chaic banking  system.  Most  Japanese 
stocks  ai-e  still  overvalued. 

Chve  Gillmore 
Senior  Investment  Officer 
Delaware  International 
Advisers  Ltd. 
London 

HOW  NOT  TO  REMAKE 

SOCIAL  SECURITY  

Before  the  government  jumps  into 
the  mai'ket,  I  would  want  to  know:  Wlio 
handles  the  trades?  ("How  should  we 
fix  Social  Security?  News:  Analysis  & 
Commentary,  Jan.  20). 

Which  stocks?  All?  Or  only  those  of 
companies  making  envii'onmentally  sen- 
sitive products  solely  in  the  U.  S.  with  a 
diverse,  nonsmoking  workforce  that  is 
offered  child  care,  continuing  education, 
and  wellness  programs? 

As  to  the  alternative — forced  sav- 
ings— I  expect  most  people  just  starting 
out  would  rather  furnish  their  apart- 
ments fu-st. 

Lee  Wakefield 
San  Francisco 

WILL  CAR  BUYERS  REALLY  FLOCK 
TO  MEGADEALERS?  

Your  article  on  auto-industiy  mega- 
dealers  sounds  hke  an  obituary  for  ex- 
isting new-car  dealers  ("Suddenly,  De- 
troit stops  fighting  the  future,"  News: 


CORRECTIONS  &  CLARIFICATIONS 

"Why  Seoul  is  seething"  (International 
Business,  Jan.  27)  may  have  unintentionally 
given  the  impression  that  Samsung  is 
ceasing  production  of  construction  equip- 
ment. Various  companies  in  the  Samsung 
Group  are  phasing  out  a  few  noncore  prod- 
ucts for  the  Korean  market,  including  some 
construction  products.  But  this  does  not 
affect  Samsung's  construction-equipment 
operations  in  North  America  or  Europe.  C.  D. 
Chun,  president  of  Samsung  Construction 
Equipment  America  Corp.,  says  Samsung 
"remains  committed  to  the  long-term  devel- 
opment and  growth  of  our  construction- 
equipment  business." 


Analysis  and  Commentai'y,  Jan.  27).  Mj 
experience  of  more  than  30  years  as 
new-car  dealer  says  you're  vvrong. 

Today's  new-car  dealers,  like  this 
Chrysler-Plymouth-Jeep-Eagle  agency 
are  well-capitalized  and  well-educated 
They  are  experienced  businesspeople 
Many  have  become  megadealers,  owning 
scores  of  dealerships,  which  in  theon 
should  provide  economies  of  scale. 

I  beheve  it  will  be  very  difficult  fo: 
the  megadealers  to  show  a  sufficien 
profit  to  satisfy  their  stockholders. 

Arthur  Taylo: 
0.  C.  Taylor  Motors  Inc 
Delray  Beach,  Fla 


IN  DEFENSE  OF 
OKLAHOMA  NATURAL  GAS 


"Skeletons  in  Mack  McLarty's  clos 
et?"  (Finance,  Jan.  20)  was  unfair  t 
Oklahoma  Natural  Gas  Co.  The  stor 
attempts  to  tie  Mack  McLarty  to 
three-year  legal  dispute,  previously  set? 
tied,  involving  Oklahoma  Natural  Gal 
and  Creek  Systems.  The  only  link  wal 
former  attorney  Bill  Andei'son,  who  i 
the  past  has  I'epresented  numerous  uti 
ities.  Thei-e  has  never  been  an  allegatio 
that  Anderson  engaged  in  illegal  cor 
duct  of  any  kind  i-elated  to  Oklahom 
Natural  Gas. 

The  gas  contract  made  by  Oklahom 
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THE    PANAFAX     PERFORMANCE    LASER  LINE 


!!>.About 


UF-880 

A  remarkable  3-second 
high-speed  fax  with  a 
lightning-fast  3i6 
Kbps  modem. 


P, 


roductivity.  It's  critical  for  every  aspect  of  your  business.  Ttiat's  wfiy  our  new  line  of 
fax  macfiines  incorporates  breakthrough  technology  designed  to  give  your  business  the  edge. 
Have  to  send  something  fast?  Really  fasfr"  Our  UF-880  laser  has  a  33.6  Kbps  modern  that  can 
give  you  a  super /as/ 3-second  transmission  when  connecting  with  another  fax  with  a  33.6  Kbps 
modem*  It  also  employs  JBIG  compression-  the  new  international  standard  in  data  compression 
Looking  for  flexibility?  Our  versatile  UF-770  laser  is  loaded  with  features  like  10  ppm  print 
speed,  departmental  access  codes,  50-page  automatic  document  feed,  3-second  quick-scan  and 
check-and-call  diagnostics.  The  UF-770  also  has  a  future  Internet  capability  that  will  give  you 
e-mail  options  and  the  ability  to  fax  anywhere  in  the  world,  virtually  free  of 
charge  when  connected  to  another  UF-770.**  Or,  check  out  our  UF-550 
a  versatile,  feature-rich  network-ready  laser  fax  at  a  great  price. 
So  if  you're  looking  for  a  fax  machine  that  really  can  do  more, 
it's  about  time  you  looked  into  a  Panafax.  Visit  our  website  at 
www.panasonic.com,  ask  your  local  dealer  about  one  today, 
or  call  us  at  1-800-742-8086  ext.  FAM. 


UF-770 

The  versatile  Jax  with  future 
Internet  capabilities  that 
grows  with  your  business. 


^  Panasonic 

Office  Products  Company 


UF-550 

The  feature  rich,  network- 
ready  Jax  at  a  great  price. 


'Transmission  lime  applies  to  memory  transmission  of  lext  Oala  using  only  ITU-T  Image  No  1  between  same  models  at  maximum  modem  speed 
Transmission  lime  may  vary  in  actual  usage 

•  Internet  Kit  optional  Available  Summer  1997  BW-FAM 
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Natiu-al  Gas  with  principals  you  identify 
with  the  Democratic  Party  and  Mack 
McLarty  was  comi)arable  to  other  such 
contracts  to  supply  wintertime  gas  that 
Oklahoma  Natural  Gas  had  during  that 
period.  Whether  or  not  these  people 
were  friends  with  Mack  McLaily,  Ron 
Brown,  or  President  Clinton  was  irrele- 
vant to  Oklahoma  Natural  Gas. 

I  assure  you  this  is  a  reputable  com- 


FINDING  US  ONLINE 


The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW. 
To  sign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week, 


ai4n 


Shopping  for  computer  equipment'  Visit  Maven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  Maven  on  America  Online, 
or  to  the  World  Wide  Web  at 
www.maven.businessweek.com 


pany  that  tolerates  no  illegal  or  unethi- 
cal conduct  in  its  business  activities. 

David  Kyle 
President 
Oklahoma  Natural  Gas  Co. 

Tulsa 

WATERED-DOWN  ECONOMICS 
IS  BETTER  THAN  NONE  AT  ALL 

In  "Economics  made  too  simple," 
(News:  Analysis  &  Commentary,  Jan. 
20),  Karen  Pennar  says  "the  new  stan- 
dards for  teaching  economics  to  kids 
are  so  basic  they  aren't  of  much  use." 
Pennar  complains  that  the  quest  for 
consensus  drove  standards  down  to  the 
basics,  ignoring  important  complex,  con- 
troversial subjects,  such  as  the  sources 
of  aggregate  growth. 

As  chair  of  the  committee  that  wrote 
the  standards,  I  do  not  agree  with  her 
conclusion  that  economics  should  be 
taught  only  when  students  can  grasp 
its  more  complex  aspects. 

The  aim  of  the  writing  committee 
was  to  include  in  the  standards  that 
core  of  economics  that  can  be  under- 
stood by  the  75%  of  high  school  stu- 
dents who  will  never  take  a  college  eco- 
nomics course.  If  economics  is  not 


taught  in  our  schools,  the  majority^ 
American  students  will  miss  it  entir';/. 
If  it  is  taught  in  the  schools  at  a  leve'rf 
complexity  that  intimidates  and  conf  ;- 
es  many  students,  it  will  not  be  woi 
the  effort. 

John  J.  Siegfi 
Professor  of  Econdii 
Vanderbilt  Univei> 
Nasi  IV 
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Books 


IE  SUPERMEN 

e  Story  of  Seymour  Cray  and  the  Technical  Wizards  Behind  the  Supercomputer 

'Charles J.  Murray 
ley •232pp.  $24.95 


MPTEEN  GIGABYTES 
)F  GENIUS 


fn  1903,  BUSINESS  WEEK  helped  touch 
I  off  one  of  the  splashiest  legal  battles 
Lin  American  business  histoiy.  A  sto- 
in  that  yeai-'s  Aug.  31  issue  described 
w  a  cert;ain  Seymour  Cray,  working 
th  a  few  engineers  in  the  woods  of 
sconsin,  had  created  what  was  by  far 
i  world's  fastest  computer.  Control 
,ta  Corp.'s  6600,  as  it  was  called, 
jiked  thi'ough  an  astonishing  3  million 
tractions  per  second.  The  article 
sed  the  question:  How  could  such  a 
chine  ever  be  kept  busy?  Evidently, 
!  news  incensed  IBM  Chairman 
omas  J.  Watson  Jr.:  In  a  now  famous 
mo,  he  rubbed  his  heutenants'  noses 
certain  of  the  stoiy's  details:  "I  un- 
•stand  that  in  the  laboratoiy  devel- 
ng  this  [CDC]  system  there  are  only 
people,  including  the  janitor. . . .  Con- 
sting  this  modest  effort  with  oui'  own 
t  development  activities,  I  fail  to  un- 
stand  why  we  have  lost  om*  industiy 

lership  position  " 

The  giant   was   aroused.  Within 
j  tiths.  Big  Blue  was  promising  cus- 
lers  souped-up  models  of  its  new 
'  ;tem/360  computers,  claiming  they 
!  Ud  outperfoiTTi  CDC's  machine.  In  fact, 
se  high-end  360s  never  existed — and 
I  er  would — but  the  mere  pledge  was 
ugh:  For  18  months,  CDC  could  not 
k  a  single  order  for  its  very  real 
dehverable  6600.  In  response,  Con- 
Data  sued  IBM  in  1968  as  being  a 
lopoly  selling  "paper  tigers."  Big 
e  eventually  settled,  but  not  before 
.son's  scathing  memo  was  made  pub- 
-or  before  more  than  a  dozen  other 
ipanies,  and  even  the  U.  S.  govern- 
it,  filed  similar  antitrust  actions,  ibm 
kept  busy  in  court  until  1982. 

it  turns  out,  the  rather  shy  engi- 
r  who  so  angered  Watson — and  who 
'le  focus  of  Charles  J.  Muiray's  in- 
■sting  new  book.  The  Supermen — 
r  came  to  be  recogTiized  as  one  of 
tal  computing's  few  heroic  figiu'es. 


Seymour  R.  Cray  was  a  reclusive  and 
somewhat  eccentric  but  brilliant  engi- 
neer whose  name  is  now  synonymous 
with  supercomputers.  Always  pushing 
the  outer  limits  of  computer  perfor- 
mance, Cray  worked  with  every  major 
hardware  technology,  from  vacuum 
tubes  in  the  1950s  to  exotic  gallium-ar- 
senide microchips  in  the  1990s.  Tlii'ough 
it  all,  he  enjoyed  the  glory  of  great 
technical  and  commercial  success  and 
the  admiration  of  the  entire  computer 
industry.  Sadly,  it  all  ended  on  a  tragic 
note. 

Among  the  things  Mur- 
ray describes  best  is  how 
Cray  stands  out  as  one  of 
the  few  computer  designers 
who  had  the  individual  ge- 
nius and  independence  to 
conceive  new  computers 
from  scratch — not  once,  but 
again  and  again.  Nearly  all 
other  successful  computer 
families,  from  IBM's  Sys- 
tenV360  to  Intel  Coip.'s  x86 
line  of  microprocessors, 
have  been  parented  and 
nurtured  by  committees  that  stniggled 
to  exploit  new  technologies  while  mam- 
taining  compatibihty  vdth  past  designs. 

Cray,  by  contrast,  always  started 
with  a  clean  sheet  of  paper,  producing 
one  record-breaking  machine  after  an- 
other. Cray's  triple  challenge  was  al- 
ways this:  make  digital  circuits  run 
faster,  which  means  hotter,  too;  cram 
more  of  those  circuits  closer  together 
so  they  can  communicate  faster;  then, 
extract  the  heat  from  that  dense,  toast- 
er-hot package  so  it  won't  burn  up.  To 
cool  his  machines,  Cray  used  eveiything 
from  compressed  Fi-eon  to  automotive 
fuel  injectors  spraying  oil. 

It  is  Cray's  personality  and  ap- 
proach— the  wide-ranging  mind  that  was 
not  above  gi'ajjpling  with  small,  tactile 
problems — that  make  him  such  a  com- 


peUing  figure.  Moi'eover,  writes  Mun-ay, 
"the  perfoiTnance  of  his  machines — cou- 
pled with  his  well-known  eccentricities — 
ci-eated  an  exti-aordinaiy  mystique."  (By 
contrast,  consider  today's  Intemet  en- 
trepi'eneui-s,  with  their  ethereal  soft- 
ware products,  and  think  how  colorless 
their  life  stories  may  seem  in  the  fu- 
tui'e.)  Cray  even  helped  design  the  basic 
logic,  or  architecture,  of  his  machines. 
The  6600,  for  instance,  was  the  first 
computer  to  employ  an  approach  that  20 
years  later  was  hailed  as  revolution- 
ary— so-called  reduced  instruction  set 
computing,  or  RISC.  While  IBM's  com- 
mittees jammed  735  instnictions  into  a 
high-performance  computer  called 
STRETCH — which  bombed  spectacularly 
in  the  early  1960s — the  6600  sped  by 
on  only  64. 

Murray  does  a  fine  job  of  tracing 
Cray's  career  through  a  succession  of 
companies:  Engineering  Research  As- 
sociates, Remington  Rand,  Control  Data, 
Ci'ay  Research,  and  finally,  Cray  Com- 
=1;^  j|  puter.  At  each  step  along 
p .  Jh|  the  way,  he  explains  the 
technical  and  commercial 
challenges  that  confronted 
and  finally  defeated  liis  sub- 
f"^"'"  gmt  jectt  whose  final  creation, 
i  Cray-3,  never  made  it 

^     (lut  the  door.  Unfortunately, 
the  author  fails  to  probe 
much  below  the  surface  of 
cither  the  business  of  su- 
■  1 '^I'computing  or,  more  dis- 

/  9^  appointingly,  of  Cray  as  a 
.^^.i^:M,.r  person.  What  really  moti- 
vated this  man?  Where  did 
inspiration?  What  did  he 
think  about  when  not  working,  and  so 
forth?  Murray  thanks  Cray  and  his 
many  colleagues  for  allowing  interviews. 
But  nowhere,  alas,  do  we  hear  Seymour 
Cray's  own  voice. 

Sad  to  say,  we  no  longer  have  the 
chance.  In  1996,  just  months  after  shut- 
ting down  his  last  company,  Cray  Com- 
puter Inc.,  which  burned  through  $200 
million  to  produce  only  a  single  proto- 
type, Seymoui-  Ci'ay  died,  at  the  age  of 
70.  The  man  who  fathered  some  of  the 
most  advanced  technology  ever  con- 
ceived died  as  a  result  of  a  primitive 
mechanical  catastrophe — a  head-on  au- 
tomobile coUision. 

BY  JOHN  W.  VERITY 

Verity  covers  information  manage- 
ment for  BUSINESS  WEEK. 


CRAY  CONCEIVED  NEW  MACHINES  FROM 
SCRATCH-NOT  ONCE,  BUT  AGAIN  AND  AGAIN 
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iuWi7  AmtTican  Century  Semct-s  Cnrp., 
Amet lean  Century  Invt-^lmenl  Services.  Int' 


I 


I 


Please  call  1-800-345-7574 
for  a  prospectus  containing 
more  complete  information, 
including  charges  and 
expenses,  which  should  be 
read  before  investing. 
www.americancentury.com 


Help  me,  I'm  working  and  I  can't  get  up!  The  more  you  make,  the  more  they 
take.  Everybody  gets  theirs  and  you  get  what's  left.  Will  it  be  enough  for  a 
comfortable  retirement?  You've  made  some  investments,  but  now  you  may 
not  feel  quite  as  good  about  them.  And  does  anyone  need  to  ask  how  you  feel 
about  Social  Security?  Perhaps  you  should  consider  something  that  could 
give  you  a  little  more  confidence.  May  we  lend  you  a  hand?  You  will  find  a 
wide  range  of  investment  opportunities  at  American  Century  to  help  you 
meet  your  future  needs.  We  have  over  sixty  mutual  funds  organized  to 
diversify  your  portfolio.  To  help  get  you  up  and  keep  you  ahead.  More  than 
two  million  people  trust  us  to  manage  their  money-nearly  $54  billion,  and 
climbing.  They  seem  to  like  our  approach  to  investing.  It's  a  little  different 
from  most  others.  Our  funds  are  managed  by  teams.  Instead  of  individuals. 
We  think  that  allows  us  to  make  better  and  more  consistent  decisions.  We 
also  weigh  our  independent  research  against  market  trends.  To  see  if  they  are 
right.  Independent  thinking.  It  can  make  the  difference  between  winning 
and  losing.  Invest  in  our  thinking.  It  could  give  you  a  new  outlook. 


American 
Century. 


Technology  &  You 


BY  STEPHEN  H.  WILDSTROM 

THE  PC  TRAVEL 
AGENT  TAKES  OFF 


The  latest  Net-based 
services  are  better, 
clearer,  and  a  lot 
easier  to  use 

Few  chores  seem  as  ide- 
ally suited  for  online 
services  as  booking 
plane  trips.  The  complexities 
of  fares  and  schedules  seem 
perfect  for  a  system  that  pre- 
sents constantly  updated  in- 
formation. Yet  in  the  past, 
I've  found  that  trying  to 
book  flights  online  was  even 
more  fiiistrating  than  deal- 
ing with  live  agents.  The 
systems  were  too  slow, 
too  incomplete,  or  too 
confusing. 

I'm  happy  to  say  the 
situation  has  changed.  I've 
tried  three  Intemet-based 
services:  Microsoft  Expe- 
dia.  Preview  Travel,  and 
United  Connection.  And 
after  booking  a  couple  of 
flights,  I've  concluded  that 
making  reservations  online 
is  a  practical  and  attrac- 
tive alternative  for  both 
business  and  leisure  travel- 
ers. The  sei^vices  do  a  good 
job  of  taking  the  informa- 
tion you  give  about  destina- 
tions and  travel  times  and 
presenting  available  flights 
and  fares.  All  of  them  will 
book  car  rentals  and  hotel 
rooms,  too. 

Expedia  (www.expedia.com) 
and  Preview  Ti'avel  (www. 
reservations.com)  both  run 
over  the  World  Wide  Web  us- 
ing a  standaj'd  bi'owser  Unit- 
ed Connection  runs  either 
over  the  Internet  or  United's 
dial-up  network  but  requires 
special  Windows  software 
that  can  be  downloaded  ft-ee 
from  www.ual.com.  All  use 
secure  servers  and  encryp- 


tion to  protect  your  credit- 
card  data  and  travel  plans 
from  prying  eyes. 

I  was  skeptical  at  first 
about  the  United  software. 
Most  airhnes  offer  online 
booking  seivices,  but  only  for 
then-  own  flights.  United  Con- 
nection does  offer  some  ser- 
vices for  United  flights  that 
are  not  available  for  other 
airlines.  Foi-  example,  you  can 
pick  your  seats  fi'om  an  on- 
screen map  when  making 


resei"vations.  But  it  presents 
flight  info  fi-om  a  broad  range 
of  airlines  and  doesn't  seem 
to  discriminate  in  favor  of 
United  Airlines.  Tr-avelocity 
(www.travelocity.com)  is  a 
similar-  travel  service  operat- 
ed by  the  pai'ent  of  American 
Airlines,  but  it  has  been  suf- 
fering from  overload  prob- 
lems and  is  undergoing  an 
upgrade.  American  also  has 
EasySabre,  a  popular  site  on 
Pi'odigy  and  Compusei-ve,  but 
the  Web  sites  are  available 
for  all. 

United  Connection  turned 


out  to  be  my  favorite  Web 
site  for  business  travel.  It 
emphasizes  completeness 
rather  than  low  cost  and 
makes  it  easier  to  pick  just 
the  flight  you  want.  The  pro- 
gram is  very  simple  to  use 
and,  because  the  amount  of 
data  that  has  to  be  down- 
loaded is  very  small,  is  sig- 
nificantly faster  than  the 
browser-based  services. 

Expedia  and  Preview 
Ti'avel  may  be  better 
choices  for  the  bargain- 
hunter  who  is  concerned 
that  a  travel  agent  or 
reservations  clerk  won't 
find  the  best  fares.  Un- 
like United,  these  sites 
display  fare  information 
as  you  go  along.  Preview 
seemed  fastei'  most  of  the 
time,  but  the  speed  advan- 
tage is  negated  if  you  want  to 
go  back  and  make  a  change  in 
your  itineraiy:  The  software 
makes  you  restart  trip  plan- 
ning from  the  beginning. 
FARE  GAME.  Wliich  sei-vice 
does  the  best  job  of  finding 
cheap  fares?  It's  difficult 
to  say.  For  a  I'ound  trip  be- 
tween Wasliington  and  the 
Big  Island  of  Hawaii,  Ex- 
pedia offered  an  $801  fare. 
The  best  Preview  could  do 
was  $870,  and  that  re- 
quii'ed  an  au'line  change  in 
Los  Angeles.  Although  Ex- 
pedia's  bargain  special  was 
on  United,  United  Connec- 
tion couldn't  do  better  than 
a  $1,008  fai-e.  On  a  i-ound 
tr-ip  between  Washington 
and  Tampa,  all  tliree  services 
offer-ed  many  choices  at 
ar-ound  $220,  but  only  Pr-eview 
came  up  with  a  $144  flight  on 
usAii".  And  for  a  Chicago- 
London  trip,  all  offer-ed  the 
same  British  Air-ways  flights 
at  $;^91.  Since  I  was  shopping, 
not  booking,  I  couldn't  tell 
whether-  any  seats  were  actu- 
ally available  at  those  prices. 
But  shopping  this  way  is  cer- 
tainly easier-. 

I  fly  a  lot,  and  tr-ying  to 
figiffe  out  flights  and  far-es  on 
the  telephone  drives  me  to 
distraction.  From  now  on,  I 
will  be  booking  my  plane 
travel  online. 


BULLETIN  BOARD 


DIGITAL  CAMERAS 
IS  IT  STILL  OR  VIDEO? 

Look-alike  digital  cameras 
abound,  but  ttie  RDC-2  from 
Ricoh  (800  225-1899)  is  in  a 
class  by  itself.  It's  a  bit  of  a 
cross  between  a  still  and  a 
video  camera,  offering  single-: 
shot  mode  continuous  shoot- 1 
ing  at  one  frame 
per  second.  It 
also  records 
sound.  A  768-by- 


576  pixel  sensor 
yields  high-resolution  images 
and  an  optional  color  ico  dou- 
bles as  a  viewfinder  and  play- 
back display.  One  drawback: 
The  pictures  are  in  a  propri- 
etary format,  so  they  can't  be 
edited  in  programs  such  as 
.Adobe  PhotoShop  unless  first 
converted  in  Ricoh's  Windows 
or  Mac  software.  List  prices 
range  from  $1,000  for  the 
base  version  to  $1,550  for  a  i 
model  with  the  display  and  P 
five  megabytes  of  storage. 

SOFTWARE 
OFFICE  REVISIONS 

A  number  of  readers  have 
written  with  concerns  about 
the  ability  of  older  versions  o1| 
Microsoft  Office  to  read  files  j. 
produced  by  Office  97.  New 
features,  including  live  Web 
links  in  documents,  require 
new  file  formats  that  are 
incompatible  with  earlier  ver-j 
sions.  However,  Microsoft  j 
included  an  option  that  will  ! 
automatically  save  Word, 
Excel,  and  PowerPoint  files  in 
a  form  Office  95  and  Office  [ 
4.2  can  read.  The  catch:  Whei 
you  save  in  the  old  format, 
you  lose  the  new  features.  Yo 
can't  have  everything.  i 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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It  Gets  Into^ur  Soul, 
Notlibur  Pocket. 


1997  Lincoln  Continental  ^^y^'yQ 

II                 t       )              •                           •              I       Af^ftr  Tax,  Itllt  exira- 
n  truth,  you  don  t  get  into  a  Lontinental.  

It  gets  into  you.  The  meticulously  detailed 

leather  and  wood-trimmed  cabin  soothes 

you  while  the  32-valve  InTech  '  v-8  engine  invigorates 

your  spirits.  In  fact,  Continental  is  engineered  to  make  a 

lasting  impression 

in  every  area  but  one: 

your  finances.  For  a 

free  brochure  call 

I  800  446-8888,  or 

visit  www.lincolnvehicles.com 


LINCOLN 

What    A    Luxury    Car    Should  Be 


Economic  Viewpoint 


BY  GARY  S.  BECKER 


GENDER  POLITICS: 

YOU  AINT  SEEN  NOTHIN'  YET 


WIDER  GAP: 

As  stable 
family  life 
declines, 
the  economic 
interests  of 
men  and 
women  are 
diverging 
sharply 


Gary     Becker,  the  1992  Nobel 
laureate,  teaches  at  the  University 
of  Chicago  and  is  a  Fellow  of  the 
Hoover  Institution 


If  the  results  of  the  1996  WTiite  House 
race  prove  anjihing,  it's  that  the  gender 
gap  in  politics  is  wider  than  ever.  Indeed, 
tliis  may  have  been  the  tirst  Pi-esidential  elec- 
tion in  the  U.  S.  where  the  winning  candi- 
date, whether  Democratic  or  Republican,  did 
not  receive  a  plui-ahty  of  the  votes  cast  by 
both  men  and  women.  Although  Bill  CUnton 
easily  won  most  of  the  women's  votes  and 
was  especially  strong  with  both  young  and 
older  women.  Bob  Dole  received  slightly  more 
of  the  votes  by  men  and  ran  paiticuhui\"  well 
with  white  men. 

I  beUeve  the  dechne  of  stable  family  life  is 
the  main  reason  why  the  economic  and  polit- 
ical interests  of  women  and  men  are  di\-erging 
so  sharply.  Given  that  these  demographic 
trends  are  not  about  to  reverse  themselves, 
the  successful  appeal  of  Bill  Clinton  to  women 
may  be  a  hiU'binger  of  increasing  emphasis  on 
gender  poHtics  and  growing  battles  between 
men  and  women  for  a  larger  share  of  the 
public  treasury. 

The  alteration  in  families  duiing  the  past 
four  decades  can  be  seen  from  trends  in  the 
composition  of  households:  Married  couples 
with  children  were  almost  three-quarters  of 
all  U.  S.  households  in  1960.  whereas  now 
they  represent  a  little  over  half.  Unmanied 
female  heads — many  with  dependent  chil- 
dren— have  gi-own  to  almost  SO^r  of  all  fami- 
ly units.  Similar  trends  ai'e  found  in  Britain. 
Scandinavia,  and  elsewhere  in  Europe. 

The  sharp  dechne  of  intact  families  is  ex- 
plained mainly  by  the  explosion  in  divorce 
rates  and  the  rapidly  rising  gender  gap  in 
life  expectancy.  Divorces  were  hardly  typi- 
cal in  1960;  now.  almost  half  of  all  tu-st  mar- 
riages in  the  U.  S.  eiul  in  divorce.  Tlie  number 
of  older  women  who  live  alone  also  has  grown 
rapidly,  smce  women  accoimt  for  about  60^^^  of 
all  those  over  age  65.  Most  younger  manied 
w^omen  can  expect  to  spend  some  time  as 
single  heads  of  households  when  they  get 
older,  because  they  divorce  or  are  widowed. 
CATHOLIC  VOTES.  Although  Dole  was  well 
aware  that  he  badly  trailed  Clinton  with  fe- 
male votei-s,  the  Republican  Pmty  tiied  to  ap- 
peal (kuing  the  past  campaigii  to  the  tradi- 
tional married  household  by  emphasizing 
family  values,  opposing  abortion,  and  sup- 
porting middle-class  tax  cuts  and  larger  de- 
ductions for  children.  They  did  succeed  rea- 
sonably well  with  members  of  intact  families, 
including  "soccer  moms."  Contraiy  to  many 


predictions  prior  to  the  election,  marr: 
women  ay)pai'ently  gave  Clinton  only 
five  percentage  points  more  votes  than  I>' 

Clinton,  too,  stressed  family  values 
faniily  policies,  but  he  also  appealed  to  w  . 
with  favorable  stands  on  so-called  woir.r 
issues.  He  not  only  strongly  supported  : 
general  right  of  women  to  abortion  but  a; 
vetoed  a  bill  that  would  have  outlawed  stu 
late-term  abortions.  In  doing  the  latter, 
even  curried  outrage  from  officials  of  ; 
Catholic  Chiu'ch  and  opposition  fi-om  ir 
women  who  support  abortion  under  r.i  : 
circumstances.  Nevertheless.  Clinton  wuiu 
majority  of  Cathohc  votes.  He  supported  gi 
control,  and  repeatedly  claimed  that  the  I 
publicans  would  gut  Social  Seciuity  and  iiit 
ical  care  for  the  aged,  programs  that  hi 
many  more  women  than  men. 
SINGULAR  SUPPORT.  Almost  all  younger 
male  household  heads  must  work  to  supi 
themselves  and  theu-  children.  The  Pi-esidi 
appealed  to  tliese  and  other  working  w  < 
by  supporting  aftirmative-action  prograii. 
women  and  minorities,  child-care  subsiu- 
for  women  who  work,  and  job  leaves  whi 
necessaiy  to  care  for  children  and  sick  p:'r 
ents.  Clinton  also  appointed  women  to  fedi- 
al  judgeships,  his  Cabinet,  ami  his  econorj 
and  foreign  pohcies  teams. 

As  a  result  of  these  moves,  and  perhaps  f 
other  reasons  as  well.  Clinton  was  much  md 
popular  with  divorced  and  other  sinj! 
women.  He  received  over  60"^  of  the  voii 
cast  by  unmarried  women,  compai'ed  to  21) 
for  Dole. 

Gender-based  polities  also  has  been  gix)wj! 
in  other  nations  with  comparable  trends  i 
family  stiiicture  to  those  in  the  U.S.  Sod 
Democratic  and  Labor  parties  of  Europe  j- 
point  many  women  to  Cabinet  positioi- 
These  parties  advocate  chi!d-cai"e  subsid: 
for  working  women,  government  support  I 
cliildren  in  female-headed  households,  so(j 
security  for  divorced  wives  of  retired  mu 
and  generous  medical  and  other  subsidiesfc 
the  elderly.  By  contrast.  Conservative  pi' 
ties  stress  family  values,  marital  tax  dedj- 
tions,  and  other  programs  that  cater  to  Is 
traditional,  intact  family. 

Political  ct)nflict  between  the  sexes  sho' 
be  even  more  importiuit  in  the  future,  wheil 
is  fully  appreciated  that  women — especiJi 
unmariied  women — won  the  election  for  ]^ 
CUnton. 
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Everybody  knows  network  con^iputing  is  hot. 


Industry  analysts  know  that  Tivoli  Systems  is  red  hot. 


^  J/  ^ 
Tivoli  customers  know  that  Tivoli  software  can  dmmatically  reduce 
the  cost  of  managing  network  computing.  Now  that's  wicked  hot. 


You  know  that  network 
computing  technologies  such  as 
client/server,  intranets  and  Java 
are  revolutionizing  the  world  ot 
corporate  computing.  Wliich  is 
why  Tivoli's  TME  10  '  manage- 
ment solution  is,  well,  hotter 
than  a  chili  pepper  in  Texas,  our 
home  state.  It's  the  software  that 
manages  network  computing. 

With  IBM  behind  us,  Tivoli 
had  a  record  year  in  1996  and 
an  explosive  4th  quarter.  In  the 
Americas.  Europe.  Everywhere. 
TME  10  sales  in  December 
a/one  exceeded  Tivoli's  total 
revenue  {o\  the  previous  year. 


Which  makes  Tivoli  one  of  the 
most  dramatic  growth  stories  in 
the  entire  software  industry. 
Ever. 

Is  it  because  Tivoli  provides 
the  best  technology  for  man- 
aging networks,  systems  and 
applications  across  all  major 
computing  platforms  —  MVS," 
UNIX,  Windows  NT,  NetWare, 
Windows  and  others  —  ixom 
data  center  to  the  desktop? 

Is  it  because  Tivoli  has 
literally  built  an  industry 
around  TME  10  —  allowing 
customers  to  choose  compatible 
products  trom  more  than  350 

Managing  Network  Computing.  Ihe  Smart  Way. 


leading  vendors  in  our  10/Plus 
Associaticin? 

Or  is  it  because  the 
resources  ot  IBM  allow  us  to 
deliver  our  unique  management 
solution  worldwide,  wuh  unpar- 
alleled service  and  support? 

Answer:  It's  all  of  the 
above  —  and  more! 

In  1997,  as  more  and  more 
companies  around  the  globe 
embrace  TME  10,  look  for  Tivoli 
to  get  hotter  -  and  knock  the 
competition  cold.  To  find  out 
why  Tivoli  is  hotter  than  a  hilly 
goat  in  a  pepper  patch,  visit  our 
Website  at  www.tivoli.com. 


Tivoli  and  TME  10  are  trademarks  of  Tivoli  Systems.  Inc.  IBM  is  a  regtstered  trademark  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  in 
the  United  States  and  other  countries,  licensed  exclusively  through  X/Open  Company  Limited  Windows  and  Windows  NT  are  registered  trademarks  or  trademarks  of  Microsoft  Corp. 
All  other  company  and/or  pnidiict  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  ^  1997  Tivoli  Systems,  Int 


You'd  give  your  life  for  them. 
But  that's  not  what  they  want. 

They  just  want  you 
to  stay  healthy. 


The  fact  is,  you  could  be 
at  risk  of  having  a  first  heart  attack, 
if  you  have  high  cholesterol. 

PRAVACHOL  is  proven  to  help 
prevent  a  first  heart  attack. 


lAVACHOL  is  the  only 
lolesterol-lowering  drug 
its  kind  proven  to  help 
event  a  first  heart  attack, 
id  the  grim  fact  of  the 
atter  is,  up  to  33%  of 
ople  do  not  survive  their 
st  heart  attack. 
Tiproving  your  diet 
d  exercise  is  important, 
it  may  not  be  enough. 
,  ask  your  doctor  about 
avachol.  It  may  help  you 
e  a  longer,  healthier  life. 


Pravachol,  when  used  with 
diet,  is  proven  to  reduce  the  risk 
of  a  first  heart  attack,  lower  the 
risk  of  death  from  heart  disease, 
and  lessen  the  risk  of  heart 
surgery,  based  on  a  new  landmark 
five-year  study  including  over 
6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Pravachol  is  a  prescription  drug, 
so  you  should  ask  your  doctor 
or  healthcare  professional  if 
Pravachol  is  right  for  you.  Some 
side  effects,  such  as  slight  rash 
or  mild  stomach  upset,  occur 
in  about  2-4%  of  patients. 
Pravachol  should  not  be  taken 
by  women  who  are  pregnant  or 
nursing,  people  who  are  allergic 


to  any  of  its  ingredients  or  by 
anyone  with  liver  disease.  Your 
doctor  may  perform  blood  tests 
to  check  your  liver  function 
before  anci  during  treatment. 
Tell  your  doctor  right  away  if  you 
experience  any  muscle  pain  or 
weakness,  as  it  may  be  a  sign  of 
a  rare,  but  serious  side  effect.  Be 
sure  to  mention  any  medications 
you  are  taking  so  any  possible 
serious  drug  interactions  can  be 
avoided.  Please  see  important 
information  on  the  next  page. 


PR»CHOi: 

pravastatin  sodium  t^;^:.^ 


Visit  our  Web  site  at  www.pravachol.com 


Ask  your  doctor 
if  Pravachol  is  right  for  you  or  call 

1-800-PREVENT 


PRAVACHOL  helps  prevent  first  heart  attacks. 

©  1S)%  Bristol-Myers  Squibb  Co. 


PRAVACHOL® 

Pravastatin  Sodium  Tablets 

CONTRAINDICATIONS:  Hypersensitivity  to  any  component  of  ttiis  medication  Active  liver  disease  or 
unexplained,  persistent  elevations  in  liver  function  tests  (see  WARNINGS).  Pregnancy  and  lactation 
Atherosclerosis  is  a  chronic  process  and  discontinuation  of  lipid-lowering  drugs  during  pregnancy  should 
have  little  impact  on  the  outcome  of  long-term  therapy  of  primary  hypercholesterolemia  Cholesterol  and 
other  products  of  cholesterol  biosynthesis  are  essential  components  for  fetal  development  (including 
synthesis  ol  steroids  and  cell  membranes).  Since  HMG-CoA  reductase  inhibitors  decrease  cholesterol 
synthesis  and  possibly  the  synthesis  of  other  biologically  active  substances  derived  from  cholesterol,  they 
may  cause  fetal  harm  when  administered  to  pregnant  women  Therefore.  HIVIG-CoA  reductase  inhibitors  are 
contraindicated  during  pregnancy  and  in  nursing  mothers  Pravastatin  should  be  administered  to  women 
of  childbearing  age  only  when  such  patients  are  highly  unlikely  to  conceive  and  have  been  informed 
of  tlie  potential  hazards.  If  the  patient  becomes  pregnant  while  faking  this  class  of  drug,  therapy  should  be 
discontinued  and  the  patient  apprised  of  the  potential  hazard  to  the  fetus  WARNINGS:  Liver  Enzymes  — 
HfvIG-CoA  reductase  inhibitors,  like  some  other  lipid-lowenng  therapies,  have  been  associated  with 
biochemical  abnormalities  of  liver  function.  Increases  ol  serum  transaminase  (ALT,  AST)  values  to  more  than 
3  times  the  upper  limit  of  normal  occurring  on  2  or  more  (not  necessarily  sequential)  occasions  have  been 
reported  in  1  3%  of  patients  treated  with  pravastatin  in  the  US  over  an  average  period  of  18  months  These 
abnormalities  were  not  associated  with  cholestasis  and  did  not  appear  to  be  related  to  treatmeni  duration 
In  those  patients  in  whom  these  abnormalities  were  believed  to  be  related  to  pravastatin  and  who  were 
discontinued  from  therapy,  the  transaminase  levels  usually  lell  slowly  to  pretreatment  levels.  These 
biochemical  findings  are  usually  asymptomatic  although  worldwide  experience  indicates  that  anorexia, 
weakness,  and/or  abdominal  pain  may  also  be  present  in  rare  patients  It  is  recommended  that  liver 
function  tests  be  performed  before  the  initiation  of  treatment,  at  6  and  12  weeks  after  initiation  of 
therapy  or  elevation  in  dose,  and  periodically  thereafter  (e.g.,  semiannually).  Patients  who  develop 
increased  transaminase  levels  should  be  monitored  wifh  a  second  liver  function  evaluation  to  confirm  the 
finding  and  be  followed  thereafter  with  frequent  liver  function  tests  until  the  abnormality(ies)  return  to  normal 
Should  an  increase  in  AST  or  ALT  of  three  times  the  upper  limit  of  normal  or  greater  persist,  withdrawal  of 
pravastatin  ttierapy  is  recommended  Active  liver  disease  or  unexplained  transaminase  elevations  are 
contraindications  to  the  use  of  pravastatin  (see  CONTRAINDICATIONS)  Caution  should  be  exercised  when 
pravastatin  is  administered  to  patients  with  a  history  of  liver  disease  or  heavy  alcohol  ingestion  (see 
CLINICAL  PHARMACOLOGY:  Pharmacokinetics/MetabolismI  Such  patients  should  be  closely  monitored, 
started  at  the  lower  end  of  the  recommended  dosing  range,  and  titrated  to  ttie  desired  therapeutic  effect 
Skeletal  Muscle  —  Rare  cases  of  rhabdomyolysis  with  acute  renal  failure  secondary  to 
myoglobinuria  have  been  reported  with  pravastatin  and  other  drugs  in  this  class.  Uncomplicated 
myalgia  has  also  been  reported  in  pravaslatin-freated  patients  (see  ADVERSE  REACTIONS)  Myopathy, 
defined  as  muscle  aching  or  muscle  weakness  in  con|unction  with  increases  in  creatine  phosphokinase  (CPK) 
values  to  greater  than  10  times  the  upper  normal  limit,  was  rare  (<  0  1%)  in  pravastatin  clinical  trials 
Myopathy  should  be  considered  in  any  patient  with  diffuse  myalgias,  muscle  tenderness  or  weakness,  and/or 
marked  elevation  of  CPK  Patients  should  be  advised  to  report  promptly  unexplained  muscle  pain,  tenderness 
or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Pravastatin  therapy  should  be  discontinued 
if  markedly  elevated  CPK  levels  occur  or  myopathy  is  diagnosed  or  suspected.  Pravastatin  therapy 
should  also  be  temporarily  withheld  in  any  patient  experiencing  an  acute  or  serious  condition 

Rredisposing  to  the  development  of  renal  railure  secondary  to  rhabdomyolysis,  e.g.,  sepsis; 
ypotension;  major  surgery;  trauma;  severe  metabolic,  endocrine,  or  electrolyte  disorders;  or 
uncontrolled  epilepsy.  The  risk  of  myopathy  during  treatmeni  with  another  HIVIG-CoA  reductase  inhibitor  is 
increased  with  concurrent  therapy  with  either  erythromycin,  cyclosponne,  niacin,  or  fibrafes  However,  neither 
myopathy  nor  significant  increases  in  CPK  levels  have  been  observed  in  three  reports  involving  a  total  of  100 
post-transplant  patients  (24  renal  and  76  cardiac)  treated  lor  up  to  two  years  concurrently  with  pravastatin 
10-40  mg  and  cyclosponne  Some  of  these  patients  also  received  other  concomitant  immunosuppressive 
therapies  In  one  sinqle-dose  study,  pravastatin  levels  were  found  to  be  increased  in  cardiac  transplant 
patients  receiving  cycfosporine  Further,  in  clinical  trials  involving  small  numbers  of  patients  who  were  treated 
concurrently  with  pravastatin  and  niacin,  there  were  no  reports  of  myopathy  Also,  myopathy  was  not  reported 
in  a  trial  of  combination  pravastatin  (40  mg/day)  and  gemfibrozil  (1200  mg/day),  although  4  of  75  patients 
on  the  combination  showed  marked  CPK  elevations  versus  one  of  73  patients  receiving  placebo  There  was 
a  trend  toward  more  frequent  CPK  elevations  and  patient  withdrawals  due  to  musculoskeletal  symptoms  in 
the  group  receiving  combined  treatment  as  compared  with  the  groups  receiving  placebo,  gemfibrozil,  or 
pravastatin  monotherapy  (see  PRECAUTIONS:  Drug  Interactions)  The  use  of  fibrates  alone  may 
occasionally  be  associated  with  myopathy.  The  combined  use  of  pravastatin  and  fibrates  should  be 
avoided  unless  the  benefit  of  further  alterations  in  lipid  levels  is  likely  to  outweigh  the  increased  risk 
of  this  drug  combination.  PRECAUTIONS:  General  —  Pravastatin  may  elevate  creahnine  phosphokinase 
and  transaminase  levels  (see  ADVERSE  REACTIONS)  This  should  be  considered  in  the  differential  diagnosis 
of  chest  pain  in  a  patient  on  therapy  with  pravastatin  Homozygous  Familial  Hypercholesterolemia. 
Pravastatin  has  not  been  evaluated  in  patients  with  rare  homozygous  familial  hypercholesterolemia  In  this 
group  of  patients,  it  has  been  reported  that  HMG-CoA  reductase  inhibitors  are  less  effective  because  the 
patients  lack  functional  LDL  receptors  Renal  Insufficiency  A  single  20  mg  oral  dose  of  pravastatin  was 
administered  to  24  patients  witn  varying  degrees  of  renal  impairment  (as  determined  by  creatinine 
clearance)  No  effect  was  observed  on  the  pharmacokinetics  of  pravastatin  or  its  3(t-hydroxy  isomeric 
metabolite  (SO  31.906)  A  small  increase  was  seen  in  mean  AUC  values  and  half-life  (tV.-)  for  the  inactive 
enzymatic  ring  hydroxylation  metabolite  (SQ  31 .945)  Given  this  small  sample  size,  the  dosage  administered, 
and  the  degree  of  individual  variability,  patients  with  renal  impairment  who  are  receiving  pravastatin  should 
be  closely  monitored  Information  tor  Patients  —  Patients  should  be  advised  to  report  promptly 
unexplained  muscle  pain,  tenderness  or  weakness,  particularly  if  accompanied  by  malaise  or  fever  Drug 
Interactions  —  Immunosuppressive  Drugs.  Gemfibrozil.  iJiacin  (Nicotinic  Acid),  Eryttiromycin  See 
WARNINGS:  Skeletal  Muscle  Antipyrine  Since  concomitant  administration  of  pravastatin  had  no  effect  on 
the  clearance  of  antipynne.  interactions  with  other  drugs  metabolized  via  the  same  hepatic  cytochrome 
isozymes  are  not  expected  Ctiolestyramine/Colestipol  Concomitant  administration  resulted  in  an 
approximately  40  to  50%  decrease  in  the  mean  AUC  of  pravastatin  However,  when  pravastatin  was 
administered  1  hour  before  or  4  hours  after  cholestyramine  or  1  hour  before  colestipol  and  a  standard  meal, 
there  was  no  clinically  significant  decrease  in  bioavailability  or  therapeutic  effect  (See  DOSAGE  AND 
ADMINISTRATION:  Concomitant  Therapy)  Warfarin  In  a  study  involving  10  healthy  male  subjects  given 
pravastatin  and  wartarin  concomitantly  for  6  days,  bioavailability  parameters  at  steady  state  for  pravastatin 
(parent  compound)  were  not  altered  Pravastatin  did  not  alter  the  plasma  protem-binding  of  wartann 
Concomitant  dosing  did  increase  the  AUC  and  Cmax  of  wartarin  but  did  not  produce  any  changes  in  its 
anbcoagulant  action  (i  e ,  no  increase  was  seen  in  mean  prothrombin  time  after  6  days  of  concomitant 
therapy)  However,  bleeding  and  extreme  prolongation  of  prothrombin  time  has  been  reported  with  another 
drug  in  this  class  Patients  receiving  wartarin-iype  anticoagulants  should  have  their  prothrombin  times 
closely  monitorerl  when  pravastatin  is  initiated  or  the  dosage  of  pravastatin  is  changed  Cimetidine  The  AUC" 
>; for  pravastatin  when  given  with  cimetidine  was  not  significantly  different  from  the  AUC  for  pravastatin 
when  given  alone  A  significant  difference  was  observed  behween  the  AUC's  for  pravastatin  when  given  with 
cimetidine  compared  to  when  administered  with  antacid  Digom  In  a  crossover  trial  involving  18  healthy 
male  sub|ects  given  pravastatin  and  digoxin  concurrently  for  9  days,  the  bioavailability  parameters  of  digoxin 
were  not  affected  The  AUC  of  pravastatin  tended  to  increase,  but  the  overall  bioavailability  of  pravastatin  plus 
Its  metabolites  SQ  31 .906  and  SQ  31 ,945  was  not  altered  Cyclosponne  Some  investigators  have  measured 
cyclosponne  levels  in  patients  on  pravastatin,  and  to  date,  these  results  indicate  no  clinically  meaningful 
elevations  in  cyclosponne  levels  In  one  single-dose  study,  pravastatin  levels  were  found  to  be  increased  in 
cardiac  transplant  patients  receiving  cyclosponne  Gemfibrozil  In  a  crossover  study  in  20  healthy  male 
volunteers  given  concomitant  single  doses  of  pravastatin  and  gemfibrozil,  there  was  a  significant  decrease 
in  urinary  excretion  and  protein  binding  of  pravastatin  In  addition,  there  was  a  significant  increase  in  AUC, 
Cmax,  and  Tmax  for  the  pravastatin  metabolite  SQ  31,906  Combination  therapy  with  pravastatin  and 
gemfibrozil  is  generally  not  recommended.  In  interaction  studies  with  aspirin,  antacids  (1  hour  prior  to 
PRAVACHOL),  cimetidine.  nicotinic  acid,  or  probucol.  no  statistically  significant  differences  in  bioavailability 
were  seen  when  PRAVAliHOL  (pravastatin  sodium)  was  administered  Other  Drugs  During  clinical  trials,  no 
noticeable  drug  interactions  were  reported  when  PRAVACHOL  was  added  to  diuretics,  antihypertensives, 
digitalis,  ACE  inhibitors,  calcium  channel  blockers,  beta-blockers,  or  nitroglycerin  Endocrine  Function  — 
HMG-CoA  reductase  inhibitors  intertere  with  cholesterol  synthesis  and  lower  circulating  cholesterol  levels 
and.  as  such,  might  theoretically  blunt  adrenal  or  gonadal  steroid  hormone  production  Results  ol  clinical 
trials  with  pravastatin  in  males  and  post-menopausal  females  were  inconsistent  with  regard  to  possible 
effects  of  the  drug  on  basal  steroid  hormone  levels.  In  a  study  of  21  males,  the  mean  testosterone  response 
to  human  chorionic  gonadotropin  was  significantly  reduced  (pc  0  004)  after  16  weeks  of  treatment  with  40 
mg  of  pravastahn.  However,  the  percentage  ol  patients  showing  a  i  50%  rise  in  plasma  testosterone  after 
human  chorionic  gonadotropin  stimulation  did  not  change  significantly  after  therapy  in  these  patients  The 
effects  of  HMG-CoA  reductase  inhibitors  on  spermatogenesis  and  fertility  have  not  been  studied  in  adequate 
numbers  of  patients  The  eflects,  if  any.  of  pravastatin  on  the  pituitary-gonadal  axis  m  pie-menopausal 
females  are  unknown.  Patients  treated  with  pravastatin  who  display  clinical  evidence  of  endocrine 
dysfunction  should  be  evaluated  appropriately  Caution  should  also  be  exercised  if  an  HMG-CoA  reductase 
inhibitor  or  other  agent  used  to  Iowr;  cholesterol  levels  is  administered  to  patients  also  receiving  other  drugs 
(e  g  .  ketoconazole.  spironolactone,  nmetidine)  that  may  dimmish  the  levels  or  activity  of  steroid  hormones 
CNS  Toxicity  —  CNS  vascular  lesions,  characterized  by  perivascular  hemorrhage  and  edema  and 
mononuclear  cell  infiltration  of  perivascular  spaces,  were  seen  in  dogs  treated  with  pravastatin  at  a  dose  of 
25  mg/kg/day,  a  dose  that  produced  a  plasma  drug  level  about  50  times  higher  than  the  mean  drug  level  in 
humans  taking  40  mg/day  Similar  CNS  vascular  lesions  have  been  observed  with  several  other  drugs  in  this 
class.  A  chemically  similar  drug  in  this  class  produced  optic  nerve  degeneration  (Wallerian  degeneration  of 
retinogeniculate  fibers)  in  clinically  normal  dogs  in  a  dose-dependent  fashion  starting  at  60  mg/kg/day,  a 
dose  mat  produced  mean  plasma  drug  levels  about  30  times  higher  than  the  mean  drug  level  in  humans 
taking  the  highest  recommended  dose  (as  measured  by  total  enzyme  inhibitory  activity).  This  same  drug  also 
produced  vestibulocochlear  Wallerian-like  degeneration  and  retinal  ganglion  cell  chromatolysis  in  dogs 
treated  for  14  weeks  at  180  mg/kg/day,  a  dose  which  resulted  in  a  mean  plasma  drug  level  similar  to  that 


seen  with  the  60  mg/kg/day  dose  Carcinogenesis,  Mutagenesis,  Impairment  of  Fertility  —  In  a  2  ar 

study  in  rats  ted  pravastatin  at  doses  of  10, 30,  or  100  mg/kg  body  weight,  there  was  an  increased  incica 
of  hepatocellular  carcinomas  in  males  at  the  highest  dose  (p  <  0  01)  Although  rats  were  given  up  tcB 
times  the  human  dose  (HD)  on  a  mg/kg  body  weight  basis,  serum  drug  levels  were  only  6  to  10  times  hfl 
than  those  measured  in  humans  given  40  mg  pravastatin  as  measured  by  AUC  The  oral  administration  fl 
30,  or  100  mg/kg  (producing  plasma  drug  levels  approximately  0  5  to  5  0  hmes  the  human  drug  levels  IJ 
mg)  of  pravastatin  to  mice  for  22  months  resulted  in  a  statistically  significant  increase  in  the  incidenw 
malignant  lymphomas  in  treated  females  when  all  treatment  groups  were  pooled  and  compared  to  t.ohls 
(p  <  0  05)  The  incidence  was  not  dose-related  and  male  mice  were  not  affected  A  chemically  simti.v 
in  this  class  was  administered  to  mice  for  72  weeks  at  25. 100.  and  400  mg/kg  body  weight,  whu  ■ 
in  mean  serum  drug  levels  approximately  3,  15,  and  33  times  higher  than  the  mean  human  si 
concentration  (as  total  inhibitory  activity)  after  a  40  mg  oral  dose  Liver  carcinomas  were  siyinir 
increased  in  high-dose  females  and  mid-  and  high-dose  males,  with  a  maximum  incidence  of  90  pera  in 
males  The  incidence  of  adenomas  of  the  liver  was  significantly  increased  in  mid-  and  high-dose  fen  s. 
Drug  treatment  also  significantly  increased  the  incidence  of  lung  adenomas  in  mid-  and  high-dose  male  ir 
females  Adenomas  of  the  eye  Harderian  gland  (a  gland  of  the  eye  of  rodents)  were  signifcantly  ' 
high-dose  mice  than  in  controls  No  evidence  of  mutagenicity  was  observed  in  vitro,  with  or  withou 
metabolic  activation,  in  the  following  studies  microbial  mutagen  tests,  using  mutant  strains  of  .'- 
typhimurium  or  Escherichia  coir  a  forward  mutation  assay  in  L5178Y  TK  +1-  mouse  lymphoni,i  ,  • 
chromosomal  aberration  test  in  hamster  cells:  and  a  gene  conversion  assay  using  Saccharomyces  n  in 
In  addition,  there  was  no  evidence  of  mutagenicity  in  either  a  dominant  lethal  test  in  mice  or  a  micrunu , 
test  in  mice  In  a  study  in  rats,  with  daily  doses  up  to  500  mg/kg,  pravastatin  did  not  produce  any  adu.- 
eftects  on  fertility  or  general  reproductive  periormance.  However,  in  a  study  with  another  HMG-(ioA  redu 
inhibitor,  there  was  decreased  fertility  in  male  rats  treated  for  34  weeks  at  25  mg/kg  body  weight,  aitt 
this  effect  was  not  observed  in  a  subseguent  fertility  study  when  this  same  dose  was  administered  f 
weeks  (the  entire  cycle  of  spermatogenesis,  including  epididymal  maturation)  In  rats  treated  viith  this 
reductase  inhibitor  at  180  mg/kg/day,  seminiferous  tubule  degsneration  (necrosis  and  loss  of  spermato 
epithelium)  was  observed  Although  not  seen  with  pravastatin,  two  similar  drugs  in  this  class  caused 
related  testicular  atrophy,  decreased  spermatogenesis,  sperniatocytic  degeneration,  and  giant  cell  fom 
in  dogs  The  clinical  significance  of  these  findings  is  unclear  Pregnancy:  Pregnancy  Category  X.  - 
CONTRAINDICATIONS  Safety  in  pregnant  women  has  not  been  established  Pravastatin  was  notterato 
in  rats  at  doses  up  to  1000  mg/kg  daily  or  in  rabbits  at  doses  of  up  to  50  mg/kg  daily.  These  doses  rei 
in  20x  (rabbit)  or  240x  (rat)  the  human  exposure  based  on  surtace  are,;  (mq/meter-)  However,  in  studies 
another  HMG-CoA  reductase  inhibitor,  skeletal  malformations  were  observed  in  rats  and  mice.  Ther 
been  one  report  of  severe  congenital  bony  deformity,  tracheo-esophageal  fistula,  and  anal  atresia 
associahon)  in  a  baby  born  to  a  woman  who  took  another  HMG-CoA  reductase  inhibitor 
dextroamphetamine  sulfate  during  the  first  trimester  of  pregnancy  PRAVACHOL  (pravastatin  sodium)  s 
be  administered  to  women  of  child-bearing  potential  only  when  such  pahents  are  highly  unlikely  to  cor 
and  have  been  informed  of  the  potential  hazards  If  the  woman  becomes  pregnant  while  taking  PRAVA 
(pravastatin  sodium),  it  should  be  discontinued  and  the  patient  advised  again  as  to  the  potential  haza 
the  fetus  Nursing  Mothers  —  A  small  amount  of  pravastatin  is  excreted  in  human  breast  milk.  Becai 
the  potential  for  serious  adverse  reactions  in  nursing  infants,  women  taking  PRAVACHOL  should  not 
(see  CONTRAINDICATIONS)  Pediatric  Use  —  Safety  and  effectiveness  in  individuals  less  than  18  yea 
have  not  been  established  Hence,  treatmeni  in  patients  less  than  18  years  old  is  not  recommended  ■ 
hme  ADVERSE  REACTIONS:  Pravastatin  is  generally  well  tolerated:  adverse  reactions  have  usually 
mild  and  transient.  In  4-month  long  placebo-controlled  trials,  1 ,7%  of  pravastatin-treated  patients  and 
ol  placebo-treated  patients  were  discontinued  from  treatment  because  of  adverse  experiences  attrlbu 
study  drug  therapy,  this  difference  was  not  statistically  significant  In  long-term  studies,  the  most  cor 
reasons  for  discontinuation  were  asymptomatic  serum  transaminase  increases  and  mild,  non-sp 
gastrointestinal  complaints.  During  clinical  trials  the  overall  incidence  of  adverse  events  in  the  elder! 
not  different  from  the  incidence  observed  in  younger  patients  Adverse  Clinical  Events  —  All  ai 
clinical  events  (regardless  of  attribution)  reported  in  more  than  2%  of  pravastatin-treated  patients  i 
placebo-controlled  trials  are  idenbfied  in  the  table  below;  also  shown  are  the  percentages  of  patiei 
whom  these  medical  events  were  believed  to  be  related  or  possibly  related  to  the  drug: 


All  Events 


Events  Attributed 
to  Study  Drug 


Body  System/Event 


Pravastatin 
(N  =  900) 

% 


Placebo 
(N  =  411) 

% 


Pravastatin  Placel 
(N  =  900)  (N  =  i 

%  % 


Cardiovascular 

Cardiac  Chest  Pain 
Dermatologic  Rash 
Gastrointestinal 

Nausea/Vomiting 

Diarrhea 

Abdominal  Pain 

Constipation 

Flatulence 

Heartburn 
General 

Fatigue 

Chest  Pain 

Influenza 
Musculoskeletal 

Localized  Pain 

Myalgia 
Nervous  System 

Headache 

Dizziness 
Renal/Genitourinary 

Unnary  Abnormality 
Respiratory 

Common  Cold 

(Rhinitis 

Cough 


4,0 
4,0* 

73 

6,2 
54 

4,0 
3,3 
2,9 

3.8 
37 
2  4* 

100 
27 

6.2 
3.3 


70 
40 
26 


3.4 
1.1 

7.1 
5.6 
6.9 
7.1 
36 
1.9 

3.4 
1.9 
0.7 

90 

1.0 

3.9 
3.2 


6.3 
4  1 
1  7 


0.1 
13 

2.9 
2.0 
ZG 
24 
27 
2.0 

19 

0.3 
0.0 

1  4 

0.6 

1.7- 
1  0 

07 

00 
0  1 
0  1 


0.0 
0.9 

3.4 
1.9 
3.9 
5.1 
3.4 
0.7 

1.0 
0.2 
CO 

1.5 
0.0 

0.2 
0.5 

1.2 

o.o| 

0.0* 

0.0,' 


■Statistically  significantly  different  from  placebo 

In  Ihe  Pravastatin  Primary  Prevention  Study  (West  of  Scotland  Coronary  Prevention  Study)  (see  CLItJ. 
PHARMACOLOGY:  Clinical  Studies)  involving  6595  patents  treated  with  PRAVACHOL  (pravastatin  so  n' 
(N  =  3302)  or  placebo  (n  =  3293)  the  adverse  event  profile  in  the  pravastahn  group  was  comparable  1  ' 
of  the  placebo  group  over  the  median  4  8  years  of  the  study  The  following  effects  have  been  reporit" 
drugs  in  this  class,  not  all  the  effects  listed  below  have  necessarily  been  associated  with  pravastatin 
Skeletal  myopathy,  rhabdomyolysis,  arthralgia  Neurological  dysfunction  of  certain  cranial  nerves  'h 
alteration  of  taste,  impairment  of  extra-ocular  movement,  facial  paresis),  tremor,  vertigo,  men 
paresthesia,  peripheral  neuropathy,  peripheral  nerve  palsy,  anxiety,  insomnia,  depression  Hype;:  . 
Reactions  An  apparent  hypersensitivity  syndrome  has  been  reported  rarely  which  has  included  one  oi 
of  the  following  features  anaphylaxis,  angioedema,  lupus  erythematous-like  syndrome,  polym'io 
rheumatica,  dermatomyositis,  vasculitis,  purpura,  thrombocytopenia,  leukopenia,  hemolytic  anemia.pc* 
ANA,  ESR  increase,  eosinophilia,  arthritis,  arthralgia,  urticaria,  asthenia,  photosensitivity,  fever,  chills,  flui  9 
malaise,  dyspnea,  toxic  epidermal  necrolysis,  erythema  multiforme,  including  Stevens- Johnson  syndi* 
Gastrointestinal  pancreatitis,  hepatitis,  including  chronic  active  hepatitis,  cholestatic  laundice.  fatty  of:;' 
in  liver,  and,  rarely,  cirrhosis,  fulminant  hepatic  necrosis,  and  hepatoma,  anorexia,  vomiting  Skin  alofS- 
pruritus  A  variety  of  skin  changes  (e  g  ,  nodules,  discoloration,  dryness  of  skin/mucous  membranes,  ch;,« 
to  hair/nails)  have  been  reported  Reproductive  gynecomastia,  loss  of  libido,  erectile  dysfunction  if 
progression  of  cataracts  (lens  opacities),  ophthalmoplegia   Laboratory  Abnormalities  ele^ 
transaminases,  alkaline  phosphatase,  and  bilirubin,  thyroid  function  abnormalities  Laboratory » 
Abnormalities  —  Increases  in  serum  transaminase  (ALT,  AST)  values  and  CPK  have  been  observer* 
WARNINGS)  Transient,  asymptomatic  eosinophilia  has  been  reported  Eosinophil  counts  usually  returi  to 
normal  despite  continued  therapy  /Vnemia,  thrombocytopenia,  and  leukopenia  have  been  reported  with  ^■ 
CoA  reductase  inhibitors  Concomitant  Therapy  —  Pravastatin  has  been  administered  concurrentlsiif 
cholestyramine,  colestipol,  nicohnic  acid,  probucol  and  gemhbrozil  Preliminary  data  suggest  that  the  liv 
of  either  probucol  or  gemfibrozil  to  therapy  with  lovastatin  or  pravastatin  is  not  associated  with  q  f 
reduction  in  LDL-cholesterol  than  that  achieved  with  lovastatin  or  pravastatin  aione  No  adverse  'p 
unique  to  the  combination  or  in  addition  to  those  previously  reported  for  each  drug  alone  have  been  i 
Myopathy  and  rhabdomyolysis  (with  or  without  acute  renal  failure)  have  been  reported  when  anoCii 
CoA  reductase  inhibitor  was  used  in  combination  with  immunosuppressive  drugs,  gemfibrozil,  eryfhru: 
or  lipid-lowering  doses  of  nicotinic  acid  Concomitant  therapy  with  HMG-CoA  reductase  inhibitors  and  * 
agents  is  generally  not  recommended  (See  WARNINGS:  Skeletal  Muscle  and  PRECAUTIONS:  i! 
Interactions )  OVERDOSAGE:  To  date,  there  are  two  reported  cases  of  overdosage  with  pravastatin,  b  o 
which  were  asymptomatic  and  not  associated  with  clinical  laboratory  abnormalities  If  an  overdose  ocf 
should  be  treated  symptomatically  and  supportive  measures  should  be  instituted  as  reguired, 
CAUTION:  Federal  (USA)  law  prohibits  dispensing  without  prescription. 
Consult  package  insert  before  prescribing  PRAVACHOL' (pravastatin  sodium). 
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GENE  KORETZ 

ILL  EXPANSION 
ET  PHYSICAL? 

)ital  spending's  changing  shape 

t  the  moment,  it's  more  of  a  hope 
.than  a  reality.  But  if  economist 
jhen  S.  Roach  of  Morgan  Stanley  & 
is  right,  there  is  a  fair  chance  that 
srica's  extraorclinaiy  capital-spending 
>e  will  shift  gears  in  1997  and  move 
1  an  almost  exclusive  focus  on  equip- 
it  to  a  more  balanced  investment 
tegy  that  includes  physical  plant, 
here  is  no  denying  the  vigor  of  cap- 
spending  in  recent  years.  By  last 
rter,  real  business  fixed  investment 
lunted  for  a  record  11.3%  of  gi'oss 
lestic  product — up  2.4  percentage 
its  from  its  1992  cychcal  low. 
ut  almost  all  of  this  pickup  has  been 
ered  in  equipment  outlays,  which 
i  accounted  for  more  than  a  quarter 

OUTUYS  FOR  BRICKS  AND 
MORTAR  ARE  RISING 


I       '91       '92       '93       '94  '95 
'ERCENT  CHANGE,  4TH  QUARTER  TO  4TH  QUARTER 
DATA:  COMMERCE  DEPT.  MORGAN  STANLEY  «,  CO. 

e  economy's  gi'owth  dming  the  cur- 
expansion.  As  Roach  observes, 
porate  America  has  bet  the  ranch 
le  productivity  payback  of  infoi'ma- 
technologies"  while  engaging  in  an 
ecedented  wave  of  restructuring, 
le  stress  on  spending  for  shoit-lived 
lology  items,  however,  has  meant 
outlays  are  more  dedicated  to  re- 
•ment  needs  than  to  long-mn  ex- 
on.  Factoring  in  the  )'apid  depreci- 
of  new  technology.  Roach  notes 
the  nation's  total  capital  stock — 
'  )ment  plus  plant — has  grown  at  an 
ige  annual  pace  of  just  2%  or  so 
1990— far  below  the  3.6%  clip  of 
ir  decades.  And  the  stock  of  stiiic- 
by  itself  has  been  gi-ovmig  by  less 
1%  a  year. 

'iw,  Roach  thinks  this  situation  is 
;  to  change.  His  evidence:  After 
'Srating  steadily  in  the  cuirent  up- 
'l  (chart),  business  spending  on 


structures  exploded  at  a  22.5%  annual 
rate  in  the  fourth  quarter  If  this  is  a 
sign  of  things  to  come,  capacity  growth, 
which  has  quickened  in  recent  years, 
will  rocket  higher  in  the  years  ahead. 

U.  S.  business,  says  Roach,  must  shift 
its  focus  from  achieving  efficiency  gains 
through  short-lived  technologies  toward 
long-term  capacity  expansion.  If  it  de- 
lays, he  warns,  "it  risks  squandering  its 
hard-won  competitive  prowess  and  los- 
ing market  share  in  a  rapidly  expanding 
global  economy." 


TRULY  TYING  PAY 
TO  PERFORMANCE 

How  piecework  rates  goosed  output 

In  the  ideal  world  of  economic  theory, 
switching  workers  from  houi'ly  wages 
to  piecework  rates  should  boost  pro- 
ductivity. But  in  the  real  world,  such  a 
change  is  often  unworkable  because  of 
the  cost  and  difficulty  of  measuring  in- 
dividual output  or  the  possible  liarmful 
effects  on  morale  or  quality  of  output. 

When  the  conditions  are  right,  how- 
ever, reports  Edward  R  Lazear  of  Stan- 
ford University,  the  productivity  payoff 
can  be  ch'amatic.  In  a  new  study,  Lazear 
outlines  the  recent  experience  of  Safelite 
Glass  Corp.,  of  Columbus,  Ohio,  a  na- 
tionwide installer  of  auto  glass. 

In  1994  and  1995,  with  the  help  of  a 
computerized  system  to  keep  tabs  on 
inventory  and  installation  times,  Safe- 
hte's  management  gradually  changed  its 
compensation  practices — moving  from 
hourly  to  piece-rate  pay.  Wliile  guaran- 
teed a  minimum  wage  of  about  $11  an 
houi',  glass  installers  were  offered  the  al- 
ternative of  receiving  $20  per  unit  in- 
stalled, giving  them  an  incentive  to  eam 
more  by  working  faster 

To  keep  quality  from  suffering,  the 
task  of  replacing  defectively  installed 
(hence,  usually  broken)  windshields  at 
no  pay  was  assigned  to  the  same  shop. 
Because  the  names  of  initial  installers 
were  known  to  their  co-woi-kers,  em- 
ployees felt  strong  peer  pressure  to  im- 
prove their  performance  or  resign. 

The  payoff  from  piecework:  Average 
productivity  per  worker  rose  20% — a 
gain  shared  equally  by  the  company  and 
its  workers,  whose  average  earnings 
rose  by  10%.  And  overall  company  out- 
put surged  by  an  eye-popping  36%-,  as 
the  bonus  from  rising  worker  produc- 
tivity was  enhanced  by  less  absenteeism 
and  lower  turnover  among  the  most 
productive  workers,  along  with  attri- 
tion of  less  productive  workers. 


PROOF  OF  RISING 
U.S.  PRODUCTIVITY 

Sales  per  worker  have  surged 

Want  more  evidence  that  U.  S.  pro- 
ductivity gains  are  badly  under- 
stated? Then  look  at  the  gi-owth  of  real 
sales  per  employee  for  companies  in  the 
Standard  &  Poor's  500-stock  index,  ad- 
vises economist  Edward  Yardeni  of 
Deutsche  Morgan  Grenfell  Inc. 

Adjusted  for  the  gdp  price  deflator, 
sales  per  employee  closely  paralleled 
productivity  growth  in  the  nonfinancial 
business  sector  from  1977  to  1987,  re- 
ports Yardeni.  But  from  1987  to  1995, 
they  surged  at  an  average  annual  pace 
of  4.7%,  compared  with  an  anemic  1.1% 
annual  rise  in  nonfinancial  coiporate  pro- 
ductivity. The  dramatic  increase  in  sales 
per  employee,  says  Yardeni,  helps  ex- 
plain why  the  pickup  in  real  wages 
hasn't  boosted  price  inflation.  "Employ- 
ees are  simply  getting  more  pay  for  be- 
ing more  productive." 


DEALMAKERS  GO 
ON  A  GLOBAL  TEAR 

And  America  is  leading  the  pack 

According  to  kpmg  Peat  Marwick's 
tally  of  newly  announced  intema- 
tional  mergers  and  acquisitions,  the  total 
value  of  such  cross-bordei'  deals  jumped 
by  $51  biUion  last  year,  to  a  record  $284 
billion.  As  usual,  the  U.  S.  led  the  pack 
as  investment  target,  garnering  $89  bil- 
lion, compared  with  $61  billion  in  1995. 
Runners-up  were  Britain,  China,  and 
France,  with  inflows  of  $39  billion,  $14 
biUion,  and  $10  billion,  respectively. 

The  U.  S.  was  also  the  most  active  in 
acquisitions,  spending  some  $63  billion, 
foDowed  by  Britain  and  Gei'many,  whose 
companies  ponied 


up  $33  billion  and 
$27  bilhon.  Of  par- 
ticular note:  U.  S. 
companies  were  by 
far  the  biggest 
spenders  in  Japan, 
whose  inbound  in- 
vestments jumped 
to  a  record  $2.5 
billion.  In  fact, 
America  is  i-apidly 
closing  the  gap  be- 
tween its  acquisi- 
tions in  Japan  and 
Japanese  pm'chas- 
es  in  the  U.  S. 


CLOSING  THE 
ACQUISITION  GAP 


lUS  INVESTMENTS 
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8JAPANESE  INVESTMENTS 
IN  THE  US* 


'.11  MILLARS 
.  joint  uentures  and 
minority  investments 
DATA.  KPMG  PEAT  MARWICK 
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Its  not  how  far  technology  can  take 
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jt  how  high. ... 


From  the  very  beginning  in 
a  pioneering  spirit  and  advanced 
technology  have  been  hailmari<s  of  the  Hyundai 
Business  Group.  Building  on  50  years  of  success,  Hyundai 
will  further  provide  greater  value  to  our  customers  in  every 
continent  on  our  planet.  Through  realization  of  Value-based 
Management,  Hyundai  will  focus  on  enhancing  the  quality 
of  life  for  all  and  cultivating  innovative  technologies. 

Today,  Hyundai  produces  diverse  innovative  products 
■"From  Chips  To  Shipsj.  And  our  pioneering  spirit  has 
made  us  one  of  the  world's  most  influential  business 
groups  with  over  US$90  billion  in  sales.  But  more 
important  than  where  we  are  is  where  we'  re  going. 
Together,  we'  re  synergizing  technologies  from  every  field 
we  do  business  in  as  we  head  for  the  next  frontier  -  space. 
Now,  a  synergy  born  of  diversity  and  expertise  earned 
through  growth  are  preparing  us  to  take  the  next  leap 
forward  -  and  upward. 

HYUNDAI 

Building  A  Better  World  Through  Value  IVIanagement 


KPILES,  ELECTRONICS,  SHIPBUILDING.  ENGINEERING  &  CONSTRUCTION,  MACHINERY  &  EQUIPMENT,  PETROCHEMICALS.AEROSPACE  TECHNOLOGY,  TRADING  &  TRANSPORTATION,  IRON  S  STEEL. 
Find  out  iiow  Hyundai  can  help  you:  Hyundai  Corporation,  Tel  +82-2-746-1921.  Fax  +82-2-746-1092. 


HONORING  THE  YEARS  BEST  FINANCIAL  SERVICES  ADVERTISIN 
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THE  FINANCIAL  COMMUNICATIONS  SOCIETY  OF  NEW  YORK  IS  PROUD  TO  PRESENT  THE  THIR 
ANNUAL  FCS  PORTFOLIO  AWARDS,  HONORING  THE  BEST  CREATIVE  SOLUTIONS  TO  MARKETIN 
CHALLENGES  IN  THE  FINANCIAL  SERVICES  INDUSTRY.  ON  MAY  13,  1997,  AWARDS  WILL  BE  GIVE  j 
FOR  PRINT  TELEVISION,  RADIO,  DIRECT  MAIL,  OUT-OF-HOME  AND,  FOR  THE  FIRST  TIME,  INTEF 1 
ACTIVE  ADVERTISING  IN  THE  BUSINESS-TO-BUSINESS,  CONSUMER  RETAIL  AND  CORPORAT 
IMAGE  CATEGORIES.  ENTRIES  WILL  BE  ACCEPTED  FROM  AD  AGENCIES  OR  FINANCIAL  SERVICE} 
FIRMS  NATIONWIDE.  ENTER  BEFORE  MARCH  10,  1997.  FOR  ENTRY  APPLICATIONS,  CALL:  1-80( 
949-4049  CODE  460,  AND  RECEIVE  YOUR  CALL  FOR  ENTRY  FORM  INSTANTLY  VIA  OUR  AUTC 
MATED  FAX  SYSTEM.  FOR  INFORMATION  ON  THE  FCS  OR  THE  FCS  PORTFOLIO  AWARDS,  PLEAS 
CALL  1-800-FCS  AWARD. 


SPECIAL  THANKS  TO  OUR  BENEFACTORS: 
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BRUISING  ABOVE 

HE  ECONOMY'S  SPEED  LIMIT 

'  growth  doesn't  slacken  soon,  interest  rates  may  rise 


U.S.  ECONOMY 


lESOURCES  ARE  CLOSE 
TO  FULL  UTILIZATION 


Economic  growth  last  quarter 
was  a  stunner.  Real  gi'oss  do- 
jstic  product  surged  at  an  annual  rate  of  4.7%'.  The 
ce  was  far  above  expectations  and  it  confirmed  that 
J  economy  has  gained  consider-able  momentum  after  its 
nmer  slowdown.  Growth  in  the  second  half  was  3.4%, 
out  the  same  as  in  the  fii'st.  Now  the  key  question 
it  economists  are  grappling  with  is,  what  does  all 
s  mean  for  the  outlook? 

usual,  interpretations  vaiy,  but  a  few  things  seem 
ar.  First  of  all,  strong  growth  explains  why  last 
irter's  earnings  reports  have  looked  so  surpnsingly 
beat.  It  also  means  that  productivity  at  yearend 
5ted  a  solid  gain,  offsetting  some  of  the  inflationary 
Dact  of  faster  wage  gi'owth.  Moreover,  last  year's 
onger  economy  is  partly  responsible  for  the  greatly 
Droved  outlook  for  the  federal  deficit. 

But  there  is  also  a  downside. 
Last  quarter's  growth  spurt 
means  that  the  economy  has 
moved  ever  closer  to  the  point 
where  its  ability  to  grow  vdth- 
out  raising  the  inflation  rate  is 
limited  by  the  dwindling  avail- 
ability of  labor  and  production 
capacity  (chart).  The  jobless 
i"ate  is  ah'eady  below  nearly  all 
estimates  of  "ftill  employment." 
Wages  are  accelei'ating  and  la- 
jl  shortages  are  on  the  rise  (page  32).  In  addition,  in- 
Ij  trial  operating  rates  are  creeping  toward  the  84%  to 
i  5  range  that  typically  presages  production  bottle- 
i'  ks  that  create  price  pressm-es. 
I  0  fai",  these  signs  have  not  been  sufficiently  urgent  to 
I  m  the  Federal  Resei-ve  to  lift  interest  rates  in  an  ef- 
jll  to  cool  off  demand  gi'owth.  The  Fed  left  rates  un- 
[j  iged  at  its  Feb.  4-5  policy  meeting.  Even  though  the 
I  's  July  forecast  that  the  economy  would  slow  down  in 
'  second  half  of  1996  was  dead  wrong,  the  price  in- 
:  es  outside  of  energy  have  remained  tame.  The  GDP 
i  e  index  rose  only  2.1%)  duiing  the  year. 

r  UNLESS  THE  ECONOMY  SLOWS  substantiaUy  in 
first  half  of  1997,  this  happy  situation  of  strong 
vth  and  low  inflation  may  be  in  jeopai'dy.  On  that 
t,  the  latest  data  suggest  that  the  economy  has 
:  a  good  deal  of  its  yeai'end  momentum,  even  though 
ay  not  show  up  in  this  quaiter's  overall  GDP  number. 
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Most  important,  consumers  are  still  spending.  They  in- 
creased their  real  outlays  by  0.3%  in  December,  and 
real  disposable  income  in  the  month  rose  a  hefty  0.6%-, 
suggesting  good  spending  potential  going  fomard.  In 
fact,  weekly  sui-veys  of  retailers  indicate  that  shoppers 
were  busy  in  January,  and  pui'chases  of  cars  and  light 
trucks  came  in  at  an  annual  rate  of  15.5  million  in  Jan- 
uaiy,  up  sharply  fi'om  14.5  million  in  December  (chail). 
Because  consumer  outlays  ended  the  year  on  such  a 
high  plain,  even  modest  monthly  increases  would  raise 
fii'st-quarter  spending  at  a  2%-  annual  rate.  Strong  Jan- 
uary car  sales  could  lift  outlays  even  faster  than  that. 

Moreover,  the  resilience  in  the  housing  market  sug- 
gests that  spending  on  home  goods  will  pick  up  soon.  Af- 
ter surging  17.7%-  in  November,  new  single-family  home 
sales  fell  only  1%  in  December  to  an  annual  rate  of 
783,000.  Expectations  were  for  a  bigger  drop  since  se- 
vere weather  crimped  demand  in  the  West. 

FOR  THE  INDUSTRIAL  SECTOR,  the  January  pur 
chasing  nianagei-s'  report  gave  a  mixed  assessment  of  ac- 
tivity. The  overall  composite  index  of  activity  dipped 
to  52%'  from  53.8%'  in  December.  The  drop  suggests 
continued  but  slower  gi-owth,  although  the  January  lev- 
el is  close  to  the  average  for  the  fourth  quarter*.  Back 
then,  factory  output  gr-ew  at  a  healthy  4.1%  annual  rate, 
despite  a  strike  that  cut  auto  production. 

The  purchasing  managers' 
index  of  output  as  well  as  VEHICLES  SPED  OUT  OF 
BUSINESS  week's  ovm  produc-  SHOWROOMS  IN  JANUARY 
tion  index  suggest  that  indus- 
trial output  increased  at  a 
healthy  pace  in  January.  For- 
the  r'est  of  the  winter,  industri- 
al activity  will  be  helped  along 
by  Detroit's  ambitious  produc- 
tion  plans  for  the  fir-st  quarter. 

Based  on  the  top-Hne  GDP 
number  alone,  though,  growth 
will  probably  look  pretty  unassuming  in  the  first  quar- 
ter-. That's  because  the  fourth-quarter  number  was  ex- 
aggerated by  a  25%  jump  in  exports  that  just  didn't 
happen.  The  spike  was  more  statistical  than  r-eal,  relat- 
ing to  inadequate  adjustment  for  seasonal  patter-ns. 
But  it  narrowed  the  trade  deficit  enough  so  that  net  ex- 
ports alone  added  2.2  percentage  points  to  the  quarter's 
growth  rate.  That  effect  should  reverse  in  the  first 
quarter,  resulting  in  a  th-ag  on  GDP  growth.  But  even  if 
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GDP  growth  slows  to  2%  this  quarter,  the  fom-quarter 
pace  still  will  be  3.4%,  well  above  the  economy's  nonin- 
flationaiy  speed  limit,  generally  thought  to  be  about 
2M%.  That  limit  is  increasingly  important  now  that  the 
level  of  GDP  has,  by  some  estimates,  reached  potential 
GDP,  the  level  at  which  the  economy's  labor  and  capital 
are  fully  utilized. 

Tlii'oughout  this  expansion,  actual  GDP  has  been  below 
potential  gdp,  mainly  because  the  recovery  was  so  slug- 
gish, resulting  in  excess  capacity.  When  that's  the  case, 
growth  can  exceed  the  speed  limit  without  straining 
resources.  Now,  the  economy  doesn't  have  that  leeway. 
To  be  sui-e,  potential  GDP  exists  only  in  theory  and  can- 
not be  observed,  but  nearly  all  estimates  suggest  that 
the  economy  is  at  its  limit. 

ONE  OF  THE  MOST  UPBEAT  implications  about  the 
economy's  suiprising  strength  is  its  impact  on  the  budget 
deficit.  The  Congressional  Budget  Office  recently  re- 
leased new  baseUne  projections  for  the  deficit,  based 
on  cmrent  policy.  The  new  data  cut  nearly  $100  billion 
off  the  CBO's  1996  deficit  forecast  for  the  year  2002.  The 
CBO  now  projects  red  ink  totaling  $188  billion  instead  of 
$285  billion  (chart). 

The  i-easons  for  the  downshift:  Bettei-than-expected 
growth  in  1996  produced  a  lower-than-expected  short- 
fall for  the  last  fiscal  year,  which  sets  the  deficit  on  a 
lower  track.  In  addition,  low  inflation  has  restrained 
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cost-of-living  adjustments,  and  low  interest  rates  ha; 
trimmed  interest  payments.  In  addition,  health-ca.' 
expenditm-es  are  growing  more  slowly  that  anticipate, 
mainly  reflecting  slower  health-care  inflation. 

The  lower  baseline  means 
that  the  White  House  and 
Congi'ess  have  less  work  to  do 
to  reach  balance  by  2002.  But 
the  bond  mai'ket  is  looking  well 
beyond  that  to  the  longer-run 
pi'oblem  of  i-eining  in  entitle- 
ments, which  will  balloon  the 
deficit  when  baby  boomers 
start  to  retire  in  about  15 
years.  Washington  may  pro- 
duce a  credible  plan  to  balance 
the  budget  by  '02,  but  if  they  ignore  the  longer- in ; 
pi'oblem,  the  bond  market  may  give  the  package  only 
cursory  embrace. 

Right  now,  the  bond  market  has  other  things  on 
mind.  Chief  among  them  is  the  question  of  wheth' 
economic  gi'owth  will  slip  below  its  noninflationaiy  spel 
limit  long  enough  to  allow  some  slack  to  build  up  in  (- 
pacity  and  the  labor  markets.  Only  then  will  the  nc 
nascent  hints  of  price  pressures  die  down.  If,  howev . 
the  data  continue  to  suggest  that  the  economy  is  n 
shifting  down,  then  even  a  budget  deal  may  not  be  si 
ficient  to  keep  upward  pressm'e  off  interest  rates. 
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TIGHT  MONEY  WILL  SLOW  IMPORTS 


The  industrialized  nations  are 
counting  on  exports  to  boost 
their  domestic  industries.  Howev- 
er, they  may  have  to  wait  until  the 
second  half  before  demand  fi'om 
Southeast  Asia  picks  up. 

Many  members  of 
the  Association  of 
South  East  Asian 
Nations  are  grappling 
with  widening  current- 
account  deficits.  In 
particular,  the  com- 
bined deficit  of  the 
ASEAN  4 — Thailand,  In- 
donesia, Malaysia,  and 
the  PhiUppines — has 
almost  tripled  in  four 
years,  according  to  economists 
at  Dean  Witter  Reynolds  Inc. 
(chart).  So  kii\  only  Malaysia  has 
seen  significan  nairowing  in 
its  deficit  recently,  but  for  all  of 
1996,  Malaysia's  gap  equaled  about 
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6%  of  its  gross  domestic  product. 

The  gaps  create  currency  and 
interest-rate  problems  since  these 
deficits  must  be  financed  at  the 
same  time  that  the  emerging  na- 
tions are  investing  in  infrastrac- 
tm-e.  Moreover,  the 
deficits  are  expected 
to  widen  a  bit  more  in 
1997. 

Part  of  the  swelling 
reflects  a  slowdown  in 
exports,  especially 
electronics.  But  1996 
imports  of  the  asean 
4  surged  as  the  area 
grew  much  faster  than 
did  the  industrialized 
economies.  Imports  of  capital 
goods,  especially  those  for  govern- 
ment projects,  have  been  strong. 

Now,  however,  the  Asian  gov- 
ernments are  tightening  fiscal  poli- 
cies on  top  of  ab'eady  strict  mone- 


tary policies  set  up  to  slow  infla- 
tion. The  latest  austerity  move 
came  in  Thailand,  where  the  fi-  , 
nance  ministei*  said  on  Feb.  3  that! 
spending  would  have  to  be  cut  by 
$2.3  billion  to  balance  the  1997 
budget.  As  a  result,  Asian  govern- 
ment oi'ders  foi"  foreign-made  capi- 
tal goods  will  likely  slow. 

Because  of  tight  money,  inflatioii|| 
began  to  ease  in  most  Asian  na-  ' 
tions  in  1996.  So,  most  economists 
expect  somewhat  lower  rates  by 
midyear  and  a  pickup  in  growth. 
That  means  imports  will  regain 
momentum.  The  bounceback  will 
help  to  lift  growth  in  the  industri- 
alized nations.  After  all,  even  with' 
some  slowing  at  yearend,  Japanes( 
exports  to  the  ASEAN  4  likely  cam( 
to  $25  billion  in  1996.  German  ship 
ments  totaled  about  $10  billion, 
and  U.  S.  exporters  shipped  them 
about  $27  billion  in  goods. 
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NEW  FUNDS 


Iiuightful  wayj  to  c)ii>e/\nfy  beyonc)  your  core  holclingt' 


JANUS  SPECIAL  SITUATIONS  FUND 

JANUS  ^  fund  tamily.  Janus  has  built  its  reputation  on  skilKul  stock  picking.  This  unique  Fund, 

managed  by  David  Decker,  invests  in  stocks  ot  all  types  and  sizes,  but  with  a  special  twist.  Decker 
concentrates  on  companies  whose  special  situations  have  been  overlooked  by  Wall  Street. 


berger/biam  international  fund 

A  joint  venture  ol  Berger  Associates,  Inc.,  and  Bank  ot  Ireland  Asset  Management,  (U.S.)  Ltd.,  (BIAM). 
This  Funds  investment  team,  BIAM,  brings  investors  over  30  years  ot  international  investing  expertise* 
and  the  same  type  ot  solid,  bottom-up  stock  selection  people  have  come  to  e.xpect  from  the  Berger  Funds. 


invesco  realty  fund 

INVESCO,  which  manages  a  number  ol  historically  high-pertorming  sector  tunds,  is  tocusing  on  an 
asset  category  that  may  or  may  not  rise  or  fall  in  tandem  with  the  rest  ot  the  market  —  real  estate 
equities.  The  Fund  invests  primarily  in  REITs,  builders,  developers,  brokers  and  mortgage  lenders. 


THERE  MAY  BE  NO  BETTER  PLACE  TO  BUILD  A  PORTFOLIO  OF  MUTUAL  FUNDS. 


OneSource 


[fro 


M    SC  HWAB 


We  believe  a  diversified  portfolio  ot  mutual  tunds  consists  ot  both  core  holdings  and  supplemen- 
tal funds  that  can  bring  an  added  dimension  to  the  porttolio.  Both  are  available  through  Mutual  Fund 
OneSource"  —  a  service  that  gives  you  access  to  o\'er  600  tunds  free  of  loads  and  transaction  fees.** 

Stop  by  a  Schwab  branch  and  have   1  t!«.a,_r„ 

a  representative  help  you  develop  a       FREE   SUBSCRIPTION     |  JLiist 


comprehensive  strategy  for  mutual  fund  investing.  (Remember:       For  two  tree  issues  of  Schwab  s 


there  are  no  guarantees  in  investing.)  To  analyze  and  compare 
thousands  of  mutual  funds  online,  visit  our  Web  site. 


/Mutual  Fuiu)  Select  Luit™  visit  one 
of  our  240  branches  or  call: 


1  -  8  0  0  -  5  -NO-LOAD 


se  prospectuses  containing  more  complete  information,  including  management  fees  and  other  expenses,  are  available  through  Schwab.  Please  read  them  carefully  before  investing. 

I  temationai  investing  involves  additional  nsk  to  principal,  including  currency  fluctuations,  political  Instability  and  toreign  regulation. 

I  irles  Schwab  provides  recordkeeping  and  shareholder  services  For,  and  receives  remuneration  from.  Mutual  Fund  OneSource  companies.  **Schwab's  standard  transaction  tee  will  be  charged  on 
1  li  redemption  ot  fund  shares  bought  with  no  transaction  iee  and  held  for  90  days  or  less.  Schwab  reserves  the  right  to  assess  Schwab's  standard  transaction  fees  in  the  future,  should  short-term 
ling  become  excessive,  as  well  as  the  nght  to  change  the  funds  we  make  available  without  transaction  fees.  ©1997  Charles  Schwab  &  Co.,  Inc.  All  nghts  reserved.  Member  SIPCTNYSE.  (2/97) 
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Many  workers  are  asking  for-and  getting 


Don't  look  to  Patricia  E.  McDon- 
ald for  evidence  that  American 
workers  are  afraid  to  ask  for 
more  money.  She  does  it  rou- 
tinely. As  a  high-tech  temp,  the 
35-year-old  computer-networking  spe- 
cialist from  Stoughton,  Mass.,  charges 
whatever  the  market  will  bear — cur- 
rently about  $55  an  hour  for  long-term 
jobs,  $80  an  horn-  for  short  ones.  "Eveiy 
year  I  give  myself  a  fairly  aggi'essive 
raise,"  McDonald  says.  "I  just  say,  'I'll 
up  my  rate  and  see  what  it  brings.'  It 
slows  down  some  of  the  phone  calls, 
but  I  stay  busy." 

Across  much  of  the  economy,  wages 
are  starting  to  lise  faster  (chart).  Folks 
such  as  McDonald,  who  have  sought- 
after  skills  and  work  in  fast-growing 
sectors,  such  as  high  tech,  entertain- 
ment, and  consulting,  are  getting  solid 
increases.  But  even  in  some  slower- 
growth  fields  such  as  trucking,  where 
raises  have  long  lagged  behind  infla- 
tion, bosses  are  feeling  pressiu'e  to  ante 
up.  J.  B.  Hunt  Ti'ansport  Services  Inc., 
based  in  Lowell,  Ark.,  knew  it  had  a 
problem  when  annual  turnover  among 
its  long-haul  truckers  hit  80%.  So  start- 
ing on  Feb.  25,  the  trucking  company 
will  try  to  halve  defections  by  giving 
raises  averaging  33%  to  nearly  4,000 
drivers.  As  it  is,  says  Executive  Vice- 
President  Stephen  L.  Palmer,  "We  are 
not  even  paying  enough  to  make  some- 
one want  to  do  this  job." 

FAT  CITY 

Those  with  sought-after  skills  in 
fast-growing  sectors  such  as 
consulting  and  high  tech  are 
seeing  substantial  increases 


The  good  news  so  far:  The  bigger 
raises  are  putting  more  money  into  peo- 
ple's pockets  without  triggering  infla- 
tion. One  reason  is  that  increases  in 
pay  remain  scarce  in  key  sectors, 
including  government,  educa- 
tion, and  health  care.  Also, 
competition  is  so  tough 
that  employers  can't 
simply  raise  prices  to 
compensate  for  the 
higher  wages.  Most 
important  of  all, 
workers,  on  aver- 
age, are  earning 
their  wage  hikes 
by  being  more  pro- 
ductive. "Employ- 
ers are  getting  their 
money's  worth,"  says 
Chris  Varvares,  presi- 
dent of  Macroeconomic 
Advisers,  a  St.  Louis- 
based  forecaster. 
PRESSURE.  Varvai'es'  firm  pre- 
dicts a  4.1%'  rise  this  year  in  total 
hourly  compensation  in  the  nonfarm 
business  sector,  up  ft'om  a  3.5%  rise  in 
1996.  Despite  that  gain,  the  fu*m  says 
consumer  prices  should  rise  only  about 
2.8%,  down  fi-om  3.1%  in  1996,  thanks  in 
part  to  an  anticipated  drop  in  food  and 
energy  prices.  At  least  for  now,  the 
Federal  Reserve  seems  to  agree  that 
wage  growth  isn't  about  to  ignite  infla- 
tion: It  opted  not  to  raise  interest  i-ates 
after  the  latest  meeting  of  the  Federal 
Open  Market  Committee  on  Feb.  5. 

Pressure  for  higher  wages  is  likely 
to  spread,  however.  Until  recently, 
many  workers  were  reluctant  to  push 
for  higher  pay  because  of  what  Federal 
Reserve  Chairman  Alan  Greenspan  had 
called  "heightened  job  insecurity."  But 

WITH  UNEMPLOYMENT 
WAY  DOWN... 


CIVILIAN  UNEMPLOYMENT  RATE 


on  Jan.  21,  Greenspan  said  that 
phenomenon  "may  already  be  runni: 
its  course."  One  sign:  The  Conferem 
Board's    consumer-confidence  ind 
reached  a  new  high  for  the  decade 
January.  The  percentage  of  people  wl 
thought  jobs  were  hard  to  get  fell 
the  lowest  level  since  the  summer 
1989.  Indeed,  the  economic  anxiety  th 
Pat  Buchanan  and  other  Presidenti 
candidates  railed  about  last  year 
hardly  a  factor  in  many  sectors  of  tl^ 
economy. 

If  there's  any  heightened  insecuri 
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re  money.  Does  that  mean  inflation? 


these  days,  it  may  be  among 
)Ioyers.  Businesses  are  facing  wage 
>sure  on  two  fi'onts.  After  slashing 
ouse  employment  and  "outsoui'cing" 
k,  companies  are  finding  that  the 
e  of  outside  help  is  escalating, 
ips  and  contractors  are  charging  the 
-market  price  for  labor,  which  has 
ed  upwai'd.  Last  year,  houi'ly  wages 
temporary  workers  rose  5.3%,  vs. 
1  for  all  private  production  and  non- 
irvisory  workers.  Carl  T.  Camden, 
or  vice-president  for  marketing  at 
y  Services  Inc.,  says  that  some 

BUT  MORE  FOR  SOME 
THAN  OTHERS 


young  people  with  sought-after  skills 
who  once  would  have  accepted  a  low- 
paying  job  to  get  onto  the  career  ladder 
are  choosing  instead  to  take  temporary 
work — often  for  higher  pay.  And 
downsized  workers  are  demand- 
ing top  dollar  for  temporary 
work  at  their  erstwhile 
employers. 

Plus,  now  that  the 
job  market  is  so 
strong,  employers 
are  finding  that 
workers  don't  hesi- 
tate to  jump  ship 
for  more  money. 
McDonald,  the  net- 
working speciaHst, 
says  that  at  one  in- 
formation-systems 
department  where 
she  worked  recent- 
ly, "They  were  losing 
staff  faster  than  they 
could  put  staff  on."  Peo- 
ple with  hard-to-find  techni- 
cal skills  have  similar  leverage 
throughout  high-technology  industries. 
"The  market  in  Silicon  Valley  is  insane," 
says  Christopher  Hassett,  ceo  of  Point- 
Cast Inc.,  an  Internet  company.  To  meet 
demand,  Andersen  Consulting  is  training 
100  people  a  month  as  specialists  in  pop- 
ular enterprise-management  software 
from  Gei'many's  sap. 

With  unemployment  well  below  6%, 
it's  not  just  computer  whiz-kids  who 
command  a  premium.  Robert  Birrell,  a 
Ford  dealer  in  Kinsman,  Ohio,  says  he's 
being  pressured  to  pay  more  to  keep 
salespeople.  "Everybody  wants  every- 
thing right  now,"  says  Birrell. 

One  factor  contributing  to  pay 
growth  this  year  is  that  the  labor  force 

li 


is  likely  to  gTow  only  about  1.2%,  dovim 
from  i.8%  in  1996. "And  a  Sept.  1  in- 
crease in  the  minimum  wage  this  year, 
to  $5.15  an  hour,  will  cause  a  ripple  ef- 
fect, nudging  wages  higher  all  the  way 
up  to  workers  at  the  $10-an-hour  level. 
Benefits  will  be  yet  another  source  of 
wage  pressure.  Foster  Higgins  Inc.,  a 
benefits  consultant,  says  employers' 
health-care  costs  may  rise  4%  this  year, 
after  a  2.5%'  rise  last  year. 
UNDER  ASSAULT.  Econoinists  are  watch- 
ing such  numbers  warily.  Plenty  of  eco- 
nomic expansions  have  ended  in  a  burst 
of  inflation  triggered  by  wage  growth. 
"I  have  never  seen  a  situation  where 
tight  labor  markets  generate  lower  in- 
flation," says  Anthony  Chan,  chief  econ- 
omist at  Banc  One  Investment  Advi- 
sors Corp.  in  Columbus,  Ohio. 

On  the  other  hand,  there  are  plenty 
of  countervailing  forces  to  restrain  pay 
increases.  Unions  remain  under  assault, 
despite  the  recent  resurgence  of  the 
AFL-cio  (page  56).  And  workers  without 
specialized  skills  still  don't  have  much 
leverage  with  which  to  pry  more  pay 
from  employers.  Carmen  Bloom,  30,  a 
nui'sing  assistant  at  Uniontown  Hospital 
in  Uniontown,  Penn.,  says  that  she 
made  just  $17,000  last  year  between 
her  hospital  job,  a  nursing-home  job, 
and  a  tliiixl  job  as  an  in-home  caregiver. 
"I  think  it's  terrible  how  they  pay  peo- 
ple in  this  profession,"  Bloom  says. 

Another  factor  in  the  wage-inflation 

NOT  SO  FAT,  BUT . . . 

Even  in  sIow-gro\\1h  fields  such 
as  transportation,  bosses  are 
being  forced  to  ante  up  to  keep 

good  employees 
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equation  is  productivity.  Macroeconomic 
Advisers  figures  that  during  the  past 
year,  unit-labor  costs— the  cost  of  labor 
per  unit  of  output — did  not  rise  signifi- 
cantly faster  than  inflation,  indicating  a 
rise  in  productivity.  That  is  especially 
good  news  given  that  unit-labor  costs 
ai-e  generally  overstated,  says  Edwai'd  F. 
McKelvey,  a  Goldman,  Sachs  &  Co.  se- 
nior economist,  because  the  government 
chronically  understates  output  gi'ov^dh. 


For  now,  the  powers  that  be  in  the 
Clinton  Administration  remain  unwor- 
ried.  Joseph  E.  Stiglitz,  outgoing  chair- 
man of  the  President's  Council  of  Eco- 
nomic Advisers,  argues  that  the  risks 
of  the  economy  overheating  are  rela- 
tively small.  In  the  current  issue  of 
the  Journal  of  Economic  Perspectives, 
Stiglitz  says  that  if  inflation  does  ac- 
celerate because  unemployment  has 
been  held  too  low  for  too  long,  it  would 


be  easy  to  halt  the  price  spiral  by  slow 
ing  the  economy.  "In  testing  th 
waters,"  he  writes,  "we  do  not  lis 
drowning." 

The  bottom  line  is  that  many  of  uj 
will  be  paid  a  Httle  better  this  yea] 
And  in  economic  terms,  that  won't  b 
half  bad. 

By  Peter  Coy  in  New  York,  inl 
Stephanie  Anderson  Forest  in  Da  I  la 
and  bureau  reports 


COMMENTARY 


By  Michael  J.  Mandel 


ECONOMIC  FORECASTS:  WHY  BRIGHT  IS  RIGHT 


Score  one  for  the  gTOwth  opti- 
mists. The  latest  Commerce 
Dept.  report  indicates  that  the 
U.  S.  economy  expanded  by  3.4% 
from  the  fouith  cjuarter  of  1995  to 
the  fourth  quarter  of  1996,  with  infla- 
tion of  only  2.1%.  This  felicitous  mix- 
ture of  strong  gTowth  and  stable 
prices  was  completely  unforeseen  by 
mainstream  economists,  most  of 
whom  believe  the  economy's  potential 
gi'owth  rate — the  speed  at  which  it 
can  expand  without  inflation  tak- 
ing off — is  no  more  than  2.5% 

But  these  pessimists  don't 
take  into  accoimt  the  natiu'e 
of  economic  gTowth  today. 
They  still  view  the  economy 
as  if  it  were  mainly  com- 
posed  of  autos  and  steel.  In 
such  traditional  industries, 
companies  react  to  strong  de- 


the  economy — call  it  the  noninforma- 
tion  economy — only  gi'ew  at  a  1.5% 
rate  over  the  same  period,  well  below 
anyone's  estimate  of  potential  gi'owlh. 

Tlie  combination  of  rapid  but  nonin- 
flationary  gTowth  in  high  tech  and 
moderate  expansion  everywhere  else, 
is  a  recipe  for  sustainable  economic 
gTOvid;h  of  3%.  to  3.5%'.  Consider:  The 
pessimists  are  wonied  that  a  tight  la- 
bor market  vrill  lead  to  inflation.  But 
the  most  intense  wage 
pressiu-es  in  today's 
economy  are 


mand  by  raising  prices,  eventually 
creating  an  inflationaiy  spiral. 

These  days,  though,  economic 
gi'owth  in  the  U.  S.  is  being  driven 
by  high  tech,  where  prices  are  falling 
rather  than  rising.  Computers,  tele- 
communications, and  other  informa- 
tion-related industries  accounted  for  a 
stunning  40%-  of  economic  growth 
over  the  past  two  years,  according  to 
new  calculations  by  business  week. 
This  high-tech  sector  gi"ew  at  a  15% 
annual  rate.  By  contrast,  the  rest  of 


concentrated 
in  high  tech.  Wages  for 
managers  and  executives  are  rising 
fastest  in  areas  such  as  software  and 
telecom.  Help-wanted  sections  in 
newspapers  are  filled  with  pleas  for 
network  engineers  and  progi'ammers. 
Even  lower-level  workers  in  software 
and  semiconductors  toted  up  wage 
gains  in  excess  of  6%-  in  1996. 

Because  the  dynamics  of  high  tech 
aren't  the  same  as  those  of  traditional 
industries,  however,  these  costs  don't 


get  ti'anslated  into  higher  prices. 
Sure,  IBM  or  Intel  Coip.  may  have  to 
pay  more  for  software  engineers  or 
marketing  executives.  But  this  year's 
computers  and  modems  are  much 
faster  than  last  year's,  at  roughly  the 
same  price.  Result:  little  overall  con- 
tribution to  the  inflation  rate. 
ALL  THE  WAY.  At  the  same  time,  the 
expansion  of  the  noninformation  econ- 
omy is  slow  enough  to  hold  down  a 
broad  array  of  prices.  Tine,  poor  har- 
vests pushed  up  food  prices  in  1996, 
while  energy  prices  jumped  as  well. 
But  those  two  exceptions  apart,  infla- 
tion declined  last  year  in  virtually 
every  area  of  the  economy,  including 
such  key  sectors  as  housing,  motor 
vehicles,  medical  care,  home  constnic- 
tion,  and  industrial  machinery. 
In  fact,  the  potential 
gi-owth  rate  is  likely  to  rise 
further  as  the  high-tech 
a         sector  expands.  It's  a  nat- 
f     ural  process:  People  are 
m\M    drawn  from  older  industries 
W^v    into  high  tech,  where  they 
get  paid  moi-e  without  infla- 
M  '  tionai-y  consequences. 

So  let's  not  heed  the  nay- 
sayers.  Pessimists  will  contin- 
^HD^^,  ue  to  predict  that  the  U.  S. 

economy  is  about  to  bump 
/*  H    into  its  gi'owth  ceiling.  But 

they  have  made  the  same 
claim  repeatedly  since  1994,  and  each 
time  the  economy  has  soared 
through  their  so-called  ceiling  with- 
out igniting  inflation.  That's  hkely  to 
happen  again  this  year.  Right  now, 
the  facts  all  add  up  to  the  same 
thing — an  economy  that  can  sustain 
good  growth  without  inflation. 


Mandel  watches  the  economy  from 
New  York. 
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lERE'S  A  BALANCED  BUDGET 
YOUR  FUTURE 

[-fashioned  horse  trading  should  also  yield  tax  relief 


rhen  President  Clinton  unveiled  the 
fii-st  budget  of  his  second  teran  on 
Feb.  6,  he  sent  Congi-ess  a  docu- 
t  aimed  at  bridging  the  political  gulf 
has  torn  Wasliington  apart  for  near- 
)  yeai's.  By  proposing  both  tax  cuts 
Medicare  savings  long  sought  by 
iblicans,  Clinton  has  ch*amatically  in- 
5ed  the  odds  of  a  deal  that  puiports 
iminate  the  red  ink  in  five  years, 
lere's  only  one  small  problem:  A  bi- 
san  deal  based  on  Clinton's  blue- 
is  unlikely  to  reach  balance  by  the 
target  date.  It  ducks  many  tough 
ding  cuts,  relies  on  tax  hikes  that 
t  pass,  and  exagger- 
the  retum  from  sell- 
uch  assets  as  broad- 
spectium.  Moreover, 
^resident  proposes  to 
spending  for  a  wide 
9   of  popular  pro 
s — fi'om  education  to 
nvii'onment.  Serious  deficit  reduction 
rt  begin  until  2000,  just  about  the 
Clinton  staits  shipping  boxes  to  his 
dential  library. 

t  don't  expect  this  to  slow  down  a 
it  deal.  For  now,  the  White  House 
'apitol  Hill  Republicans  are  masking 
ifficult  task  ahead  with  optimistic 
!n  liis  Feb.  4  State  of  the  Union  ad- 
,  Clinton  said:  "The  people . . .  put 
i-ight  here  in  the  same  boat.  They 


gave  us  all  oars,  and  they  told  us  to 
row."  Senate  Majority  Leader  Tfent  Lott 
(R-Miss.)  found  his  own  metaphor:  "The 
President  took  a  good  fii'st  step."  That 
sort  of  rhetoric,  along  with  Clinton's  will- 
ingness to  move  toward  Republicans  on 
taxes  and  Medicare,  has  transfonned  the 
1997  budget  battle  from  an  ideological 
clash  over  the  role  of  goveniment  into  an 
exercise  to  make  numbers  add  up. 

"There's  going  to  be  a  deal,"  predicts 
Karen  Kenigan,  president  of  the  Small 
Business  Sm-vival  Committee,  a  Wash- 
ington-based lobbying  gi'oup.  "The  Pres- 
ident's budget  contains  the  core  of  what 


SMART  MONEY:  A  $10,000-tax 
break  for  liiglwr  education 

lion  over  six  years.  That's  less 
than  Republicans  want  but  a 
strong  signal  from  Clinton,  who 
savaged  the  gop  in  the  '96  cam- 
paign for  trying  to  gut  seniors' 
benefits. 

GOP  BUTTONS.  The  deal-clincher 
could  well  be  Clinton's  proposal 
for  $100  billion  in  tax  cuts.  While 
the  dollar  total  isn't  very  cUffer- 
ent  from  what  the  President 
proposed  in  1995,  Clinton  is  of- 
fering compromises  on  just 
about  eveiy  one  of  the  gop's  tax- 
code  hot  buttons.  He  has  em- 
braced a  child  credit,  new 
breaks  for  individual  retirement 
accounts,  capital-gains  tax  cuts, 
and  estate-tax  relief 

Some  Republicans,  who  are 
pushing  a  $160  biUion  tax  cut, 
ridicule  Clinton's  plan  as  GOP-lite.  His 
capital-gains  tax  cut  is  targeted  to  home- 
owners while  they  want  everybody  to 
get  it.  He  would  provide  modest  estate 
tax  relief ;  they  want  a  bigger  break. 
And  the  President  is  proposing  raising 
more  than  $70  billion  in  taxes,  mainly 
by  ending  business  tax  breaks.  The  gop 
will  likely  reject  most  of  those  measiu'es. 

While  there  will  be  lots  of  squabbhng 
over  taxes,  Chnton  and  the  Republicans 
are  about  to  give  each  othei-  a  big  wink 
when  it  comes  to  spending.  They'U  ignore 
Social  Security  and  opt  for  modest 
Medicare  trims.  That  means  nearly  60% 
of  all  savings  will  have  to  come  fi'om 
nonentitlem.ent  progTams  such  as  export 
subsidies,  national  parks,  and  the  P"BI — 
which  make  up  only  30%  of  federal 
spending.  The  military  budget,  for  ex- 
ample, would  be  frozen  for  five  m.ore 
yeai's — a  step  Defense  Secretary  William 
S.  Cohen  calls  "sti-etcliing  the  envelope." 

Clinton  vows  to  make  these  cuts  even 
as  he's  proposing  huge  increases  for  ed- 
ucation and  the  envu'onment.  He  would 


hike  education  spending  by 

i  i  The  people ...  put  us  all  right  here    "l^^Z  S's'on 
in  the  same  boat.  They  gave  us  all  oars,  i 
!  and  they  told  us  to  rowM 


BILL  CLINTON 


the  Republicans  want,  and  they're  willing 
to  do  some  hoi'se  trading  to  get  it."  In- 
deed, GOP  lawmakers  would  like  closed- 
door  budget  negotiations  to  start  right 
away.  One  reason:  They  are  no  more 
willing  than  Clinton  to  publicly  propose 
painful  spending  cuts  to  reach  balance. 

To  get  the  talks  off  to  a  positive  start, 
the  White  House  has  made  two  conces- 
sions. The  most  important  is  a  plan  to 
cut  the  growth  in  Medicare  by  $138  bil- 


$10,000  tax  deduction  for 
post-secondary  education 
and  tr-aining. 
Only  a  magician  can  pr'ovide  new 
spending  progr-ams  for-  Democr-ats,  tax 
br'eaks  for-  Repubhcans,  and  a  balanced 
budget.  Clinton  has  set  the  stage  for  a 
bipartisan  deal.  But  if  the  accord  is  based 
on  a  mutual  desu'e  to  avoid  unpopular 
spending  cuts,  neither-  the  Pi'esident  nor 
his  GOP  partner's  will  acliieve  the  goal 
they  both  claim  is  so  important. 

By  Richard  S.  Dunham  and  Howard 
Gleckman  in  Washington 
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WILL  APPLE  SLIDE  INTO 
HIGH-TECH  IRRELEVANCE? 

It's  late  in  the  game  for  new  directors  to  make  a  difference 


E 


Iver  since  Apple  Computer  Inc.  was 
little  more  than  a  dream  in  a 
Igarage,  A.  C.  "Mike"  Markkula  Jr. 
has  been  the  pivotal  player  behind  the 
company's  fortunes  and  foibles.  The  in- 
tensely private  former  chip  executive 
penned  Apple's  business  plan  in  1976, 
recruited  directors,  and  orchestrated 
every  major  management  upheaval. 
Truth  is,  Markkula  has  long  been  the 
only  director  on  Apple's  smallish  board 
who  really  mattered. 

In  the  past  year,  just  when  the  com- 
pany needed  guidance  from  its  board 
most,  Markkula  has  faded  into  the  wood- 
work. Having  passed  up  opportunities 
to  sell  Aj)ple  to  ibm  in  1994  and  Sun  Mi- 
crosystems Inc.  a  year  ago,  the  board 
now  seems  destined  to  jjreside  over  an 
accelerating  slide  into  liigh-tech 
irrelevance.  "I  don't  know  how 
many  more  mistakes  the  Ap- 
ple board  can  make,"  says 
Joseph  Graziano,  former  chief 
financial  officer.  "They  lost  the 
last  year,  and  now  they  are 
faced  with  starting  all  over 
again — unfortunately,  ft-om  an 
even  weaker  position." 
INERTIA.  Tlie  lost  yeai'  began  in 
Febmaiy,  1996,  when  Markku- 
la belatedly  moved  against  CEO 
Michael  H.  Spindler.  Rather 
than  recruit  an  outsider,  he  re- 
placed Spindler  with  director 
Gilbert  F.  Amelio.  Then,  dii-ec- 
tors  went  along  with  a  tepid 
restnicturing  that  has  left  Ap- 
ple with  just  5.2%  of  the  mar- 
ket— dowii  from  7.9%  a  year 
ago.  "Mike  Markkula  has  to 
take  full  responsibility,"  says 
Lawrence  J.  Ellison,  ceo  of 
softwai'e  maker  Oracle  CoriD. 

Now,  facing  fresh  losses 
($120  million  in  the  December 
quaiter  and  a  possible  net  loss 
of  more  than  .$500  million  this 
quarter  due  largely  to  its  buy- 
out of  NexT  Software  Inc.),  the 
board  is  again  standing  on  the 
sideUnes.  Rather  than  laying 
off  20%  of  its  workforce  and 
refocusing  on  its  core  business, 
as  had  been  expected,  Apple 
on  Feb.  4  announced  plans  for 
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a  vague  reorganization  to  be 
detailed  by  month's  end. 
That  sent  its  shares  to 
around  15.  Amelio  now  con- 
cedes Apple  executives  must 
"naiTow  oiu'  focus  more  than 
ever" 

Even  if  the  former  chair- 
man of  National  Semicon- 
ductor Corp.  can  save  his 
broken  recovery  plan,  he 
likely  won't  get  much  help 
from  Markkula.  The  long- 
time director  has  sold  2  million  shares 
since  1994  and,  according  to  soui'ces  close 
to  the  company,  has  wanted  ofi"  the  boai"d 
since  last  summer.  Markkula  couldn't  be 
i-eached  for  comment. 

Markkula's  fellow  directors  can  also 
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CEO  AMELIO 

He  has  lured 
new  players 
onto  Apple's 
lackluster  board 


A  BOARD  OF  NEWBIES 

Five  of  seven  directors  iiave  served  for  three  years  or  less 

JOINED 
BOARD 

GILBERT  F.  AMELIO  CEO,  APPLE  COMPUTER 

1994 

GARETH  C.C.  CHANG  SENIOR  VP,  HUGHES  ELECTRONICS 

1996 

KATHERIME  M.  HUDSON  CEO,  W.H.  BRADY 

1994 

BERNARD  GOLDSTEIN  MANAGING  DIR.,  BROADVIEW  ASSOC. 

1991 

DELANO  E.  LEWIS  CEO,  NATIONAL  PUBLIC  RADIO 

1994 

A.C.  MARKKULA  JR.  APPLE  CO-FOUNDER,  EX-CHAIRMAN 

1977 

EDGAR  S.  WOOLARD  JR.  FORMER  CEO,  DUPONT 

1996 

OAIA  COMPANY  REPORTS 

take  some  of  the  blame.  They  sat  1 
when  Markkula  tapped  Amelio  as  ci 
without  even  doing  an  external  searc 
headhunters  say.  Then,  Markkula  ced( 
the  board  chainnanship  to  Amelio.  Meaj 
while,  the  full  board  awarded  Amelio 
pay  package  worth  some  $10  millio 
Complains  one  fomier  major  shareholde' 
"The  board  is  a  bunch  of  dilettantes." 
Amelio  did  demand  some  new  fac 
on  the  board  when  he  to( 
the  top  job,  says  an  insid( 
He   has   added  form- 
DuPont   Co.  Chairmi 
Edgar  S.  Woolard  Jr.  ai 
Gareth    C.C.  Chang 
Hughes  Electronics  Coi 
Amelio  says  he's  trying  ! 
lean  on  the  board  more 
I'un  Apple. 

These  moves  are  loi 
overdue,  but  they  m; 
make  Httle  difference  nef 
term  because  most  dh'ectors  have  litt 
experience  with  Apple  and  its  industi 
Five  of  the  seven  directors  have  bei 
on  the  board  for  three  years  or  le 
(table).  No  outsider  boasts  any  expe: 
ence  in  the  computer  business.  Thi 
also  don't  have  much  of 
stake  in  Apple:  Six  of  the  d 
rectors  own  less  th: 
$100,000  in  company  stock. 
"HAD  ENOUGH."  One  well-i 
garded  board  member  has  ; 
ready  left  in  disgust.  B.  Ji 
gen  Hintz,  a  former  Proct 
&  Gamble  Co.  executive  w 
joined  in  1994,  chose  not 
run  for  reelection  this  year, 
friend  says  Hintz  became  "t 
tally  frustrated"  with  t 
board's  lack  of  influence.  "1 
just  had  enough." 

Now,  Markkula  has  left 
power  vacuum  into  which  c 
founder  Steven  P.  Jobs 
rushing.  Jobs,  who  return 
with  NeXT,  lobbied  to  ha 
Chief  Technology  Offic' 
Ellen  Hancock  stripped 
her  research  and  develo 
ment  duties.  He  and  c 
founder  Stephen  Wozniak  w 
sit  in  on  executive  comm 
tee  meetings.  That  has  fuel 
a  new  rumor  that  Jobs  w 
team  up  with  Oracle's  EUis^' 
to  buy  Apple.  "We  think  ti 
stock  can  get  down  to  $li 
says  Ellison.  Jobs  calls  su) 
talk  "fantasy."  Or  could  it 
wish  fulfillment? 

By  Peter  Bimvws  in  S 
Francisco  and  John  A  By 
in  New  York 
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almost 


lANDALS 


VEN  POWER  STEERING 

AY  NOT  TURN  THIS  ONE  AROUND 

n  rescue  artist  William  Brandt  save  Mercury  Finance? 


Vhile  sitting  in  a  Boca  Raton  (Fla.) 
hotel  room  a  year  ago  tiying  to 
restructure  a  bankrupt  used-car 
ier,  William  A.  Brandt  Jr  marveled 
he  earnings  growth  and  modest  loan 
es  of  industry  powerhouse  Mercuiy 
ance  Co.  Just  as  competition  was 
ting  up  and  risks  seemed  to  be  ris- 
"their  ability  to  control  their  losses 
better  than  the  industry  by  a  ton," 
ills  Brandt.  "We  were  wondering 
'  they  did  it." 

'he  dirty  little  secret  is  now  out. 
II  nings  at  Mercury,  the  suburban 
J  eago  stock  market  darling,  were 
.1  ely  mythical.  Rather  than  rising  86% 
:i  •  the  past  four  years,  as  the  compa- 
ri  breathlessly  claimed,  officials  were 
Fj  ed  to  admit  on  Jan.  29  that  income 

ally  fell  12%,  sending  Merciuy  into  a 
Ei  icial  crackup.  What  lies  behind  the 
EI  icial  irregularities  that  led  to  a  $90 
nl  on  overstatement  of  earnings  isn't 
el  ±ly  clear:  Investigators,  from  the 
f|  to  Mercury  advisers,  are  probing. 

j  Durces  familiar  with  the  investiga- 
i'  <  are  curious  about  several  issues, 
f  a  corporate  eultm-e  that  tied  most 
ei  s'  salaries  and  bonuses  to  earnings 


Agrees  to  buy  Bank- 
Boston's  consumer- 
finance  operation  in 
a  stock  deal  valued 
at  $460  million. 


gi'owth  lead  to  imderstating  loan  losses? 
One  source  familiar  with  the  probe  says 
that  for  two  years.  Mercury  appears 
not  to  have  balanced  its  books.  Another 
says  investigators  are  homing  in  on 
whether  Mercury  overstated  insurance 
premiiun  income  and  understated  claims 
expenses.  Both  were  doctored,  this 
source  says,  as  Mercmy  "created  assets 
out  of  thin  air." 

COUNTING  BEANS?  Now,  the  illusion  is 
shattered.  Mercury's  stock  has  plum- 
meted 82%,  to  just  2X  on  Feb.  5.  The 
board  announced  on  Feb.  3  that  Mer- 
cury founder  and  CEO  John  N.  Brincat 
is  leaving.  Also  gone  is  Brincat's  No.  2, 
Controller  James  A.  Doyle,  who  was 
absent  from  Mercury  headquarters 
when  the  scandal  broke — and  who  the 
company  blames  for  many  of  the  ir- 
regularities. (Tlu'ough  liis  lawyer,  Doyle 
denies  that;  Brincat  wouldn't  comment.) 

In  Brincat's  place,  the  board  turned 
to  Brandt,  a  turnaround  artist  with  a 
controversial  past.  (He  admits  he  once 
falsified  Ms  educational  recoi'd.)  But  he's 
known  as  a  quick  study  who  has  over- 
seen such  liquidations  or  restructurings 
as  Miami's  Southeast  Banking  Coip.  and 


TOO  GOOD?  Mercury  reported  oddly 
hiyli  returns  on  high-risk  loans 

Shape  Inc.,  a  maker  of  video  and  audio 
tapes.  "He's  the  brightest  turnaround 
guy  or  liquidator  I've  had  the  pleasure 
of  working  for  oi-  against,"  says  Miami 
lawyei-  Phil  Hudson. 

Brandt's  mission  now  is  complicated. 
By  Feb.  5,  he  was  seeking  to  hne  up 
$40  million  in  short-term  financing — 
enough  to  keep  Mercury  afloat  for  a 
few  weeks.  He  still  needs  to  restinic- 
ture  some  $800  million  in  commercial 
paper  and  medium-teran  notes  but  in- 
sists he  will  fight  to  keep  Mercury  out 
of  Chapter  11.  "There  is  still  a  prof- 
itable company  here,"  he  says.  Brandt 
also  wants  to  fii-e  auditors  kpmg  Peat 
Marwick  because  the  abuses  went  on 
for  so  long.  A  kpm(;  spokesman  says 
"KPMG  discovered  the  irregularities  and 
pointed  them  out  to  the  company." 

Founded  in  1983  by  ex-Marine  Brin- 
cat, Mercury  flourished  by  making  a 
wade  range  of  consumer  loans  to  mili- 
tary personnel  fi'om  offices  just  outside 
bases.  It  then  moved  into  buying  loans 
from  used-car  dealers.  Mercury  rou- 
tinely reported  eaiTiings  gains  exceeding 
20%  a  year,  sending  its  shares  soaring. 
By  last  year,  it  controlled  $1.3  billion 
in  auto  loans  fi'om  331  offices,  lending  at 
annual  rates  of  18%  to  40%. 

Executive  pay  helped  set  the  pace. 
Brincat  got  a  bonus  of  1%  of  net  income 
and  2.5%  to  3%i  if  earnings  per  share 
rose  at  least  20%-.  He  also  had  authoiity 
to  recommend  perfomiance-based  raises 
for  othei-  execs.  "This  was  a  stock-price- 
driven  company,"  says  Brandt. 

Signs  of  trouble  appeared  last  year. 
In  the  first  quarter,  Mercury  boosted 
loan-loss  reserves  after  admitting  it  had 
used  insurance  premiums  to  bolster  its 
auto  reserves,  then  boosted  resei-ves  by 
$33  million  more  in  the  third  quarter. 

On  Jan.  10,  Brincat  boldly  announced 
a  deal  that  could  have  strengthened 
Mercury:  a  buyout  of  BankBoston 
Corp.'s  consumer-finance  business  in  re- 
tiuTi  foi'  the  bank's  taking  a  16%^  stake  in 
MercLUT.  That  deal  has  since  collapsed. 
"Three  years  ago,  they  could  have  sold 
off  [Mercury]  based  on  real  numbers," 
says  John  Heffera,  senior  vice-president 
at  NatWest  Securities  Corp.  "Now, 
they're  in  a  death  spii'al."  Unless  Brandt 
is  more  rescuer  than  liquidator  this  time. 

By  Richard  A.  Melcher  in  Chicago, 
with  Geoffrey  Smith  in  Boston 


JAN.  29^ 


Mercury  says  four  years 
of  its  earnings  were 
overstated,  pointing  a 
finger  at  AWOL  execu- 
tive James  A.  Doyle. 


JAN.  30 ; 


BankBoston  pulls  out 
of  deal.  Doyle's  attor- 
ney suggests  others  are 
to  blame  for  account- 
ing irregularities. 


FEB.  3 


Founder  John  N.  Brin- 
cat steps  down.  Board 
appoints  restructuring 
expert  William  A. 
Brandt  Jr.  as  new  CEO. 
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LABOR 


CAN  AMERICAN  OR  ITS  PILOTS 
AFFORD  THIS  GAME  OF  CHICKEN? 

Pressure  is  building  on  both  sides  to  settle 


The  tension  is  palpable  at  Dallas-Fort 
Worth  International  Airport  these 
days.  With  9,000  American  Airlines 
Inc.  pilots  thi-eatening  to  walk  out  on 
Feb.  15,  thousands  of  other  workers  are 
bracing  for  the  worst.  "It's  greed," 
snorts  one  aii'port  worker  to  another  on 
a  shuttle  bus.  And  at  a  concession  stand, 
a  clerk  warns  another  how  dramatically 
daily  sales  will  plummet  in  a  shutdown. 

Still,  even  as  the  union,  management, 
travelers,  and  newsstand  employees 
brace  for  the  worst,  the  strike  at  the 
countiy's  No.  2  au'line  may  yet  be  avert- 
ed. As  the  nervousness  builds,  so,  too, 
does  the  pi'essiu*e  on  both  sides  to  settle. 
American  has  taken  steps  to  add  a  $1 
billion  credit  line  to  its  $2  billion  wai' 
chest,  but  management  knows  that  it 
cannot  easily  justify  losing  billions  of 
dollars  in  a  lengthy  strike.  Indeed,  if 
the  strike  happens  and  lasts  45  days, 
parent  amr  Corp.  would  wipe  out  what 
could  be  a  $%7  million  net  profit  in  1997, 
says  analyst  Timothy  W.  Ross  of  sbc 
Warburg  Inc.  "Wliy  they'd  want  to  do 
that,  I  don't  know,"  he  says. 

The  Allied  Pilots  Assn.  has  reason  to 
bend,  too.  A  strike  could  cost  each  jiilot 
$10,000  a  month,  plus  a  profit-sharing 
check  that  should  top  the  average 
$10,000  payout  for  1996.  And  while  61% 
of  pilots  rejected  a  tentative  pact  on 


Jan.  8,  now,  says  one  union  leader:  "I'm 
hearing  a  lot  that  'I  didn't  vote  for  a 
strike.' " 

Publicly,  however,  neither  side  is 
budging.  The  union  insists  that  its  de- 
mands are  the  "bare  minimum."  It  cal- 
culates that  they  would  cost  an  extra 
$315  million  more  than  the  rejected 
deal  over  the  four-year  pact — leaving 
American  enough  to  post  profit  gains. 
American's  math:  Costs  would  soar  by 
$600  million  and  ren- 
der it  uncompetitive. 

The  differences  may 
nan'ow  when  the  two 
sides  meet  to  exchange 
numbers  on  Feb.  6. 
They  begin  bargaining 
under  federal  media- 
tion on  Feb.  10.  "We 
will  seriously  consider 
any  numbers  they  can 
make  a  case  for,"  says 
Brian  A.  Mayhew, 
chairman  of  the  pilots' 
hard-line  new  negoti- 
ating committee.  Still, 
fi'ets  one  senior  pilot: 
"Nobody  has  built  any 
face-saving  into  this 
negotiation." 

The  biggest  sticking 
point  is  the  new  50- 
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REASON  TO  BLINK:  A  strike  ma~ 
cost  pilots  $10,000  a  month 

seat  jets  that  parent  amr  Cot 
wants  to  add  to  its  commuter  lir 
AMR  Eagle  Inc.  The  apa  wants  or 
its  members  to  fly  these  regioi 
jets.  Today,  Eagle  pilots  have  a  d 
ferent  imion  and  earn  less  than  h. 
the  APA  rates.  The  pilots  contei 
that  flying  the  small  jets  und 
American's  banner  would  rai 
costs  by  only  $85  million  over  t 
contract.  American  says  the  ext 
cost  is  closer  to  $225  million. 
WHOSE  MATH?  Outsiders  are  ske 
tical  of  the  apa's  numbers,  whi. 
the  union  presented  to  analysts 
New  Yoi-k  on  Feb.  4.  And  the  cc 
disadvantage  would  skyrocket ' 
American  goes  beyond  the  67  r 
gional-jet  hmit  it  agreed  to  in  tl 
rejected  deal.  Long  term,  Americ; 
would  need  more  of  the  planes  to  coi 
pete  with  rivals.  "No  other  earner  h 
as  unfavorable  a  deal,"  says  C.  Ro 
Stonesifer,  an  analyst  at  American  E 
press  Financial  Advisors,  which  ow 
about  5  million  AMR  shares. 

The  pilots  contend  they're  fighting  t 
job  security,  despite  a  no-fiirlough  pr 
vision  in  the  rejected  pact.  They  wor 
that  American  will  use  the  regional  je 
to  replace  APA-staffed  flights.  But  an 
lysts  say  most  of  the  jets  would  repla 
turboprops,  ensuring  that  passenge 
who  connect  to  APA  routes  aren't  lo 
to  rivals.  So  apa  pilots  wouldn't  suffei 

The  only  thing  both  sides  seem 
agi'ee  on  now  is  that  American  is 
ready  being  hurt,  as  passengers  boL, 
on  other  carriers  to  avoid  disruptiffl  ,;. 
The  pilots  themselves  figure  Americi|;k 
will  lose  $177  million  in  foregone  profti,] ; 

even  before  the  stri]  .|| 
date.  fca 
Indeed,  the  who^i 
industry     may  lijr,, 
caught  in  the  crossfii 
warns  analyst  Julii 
Maldutis  of  Salome 
Brothers  Inc.  He  fi, 
ures  American  will  o 
fares  to  win  travele: 
back  even  if  it  reach 
a  settlement.  "We  w 
have  a  jim-dandy  fai 
war,"   Maldutis  pr 
diets.  "Substanti|;(,. 
eai-nings  will  go  doV|i 
the  drain"  at  all  maji 
airlines.  The  one  sirl  , 
thing  in  this  dispute, 
Shai-eholders  don't  wiL 
By  Wendy  Zelln  [ 
in  New  York 
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XECOMMUNICATIONS 


BENCH  WARFARE  IN 
ONG  DISTANCE 

dependent  locals  outfox  the  Big  Three  with  one-stop  service 


Vhen  Congress  passed 
the  landmark  Tele- 
communications Act 
/ear  ago,  the  experts 
•eed  on  one  thing:  The 
;  Three  of  long-distance 
riers — at&t,  mci,  and 
-int — would  use  their 
jsome  brand-name  power 

I  national  reach  to  sweep 
)  the  $105  bilHon  market 
local-phone  sei-vice. 
Surprise,  surprise.  While 
Big  Thi-ee  are  tangled  up 
court  battles  with  local 
ne  companies,  competition 
coming  in  on  a  different 
.  The  non-Bell  local-phone 
ipanies,  the  so-called  inde- 
ients  that  include  giant  cte 
p.,  are  getting  the  most  out 
ne  deregulated  market.  Un- 

the  Bells,  which  still  face 
rictions  on  how  they  can  en- 
long-distance,  CTE  and  other  inde- 
lents  gained  immediate  entiy. 
AL  WRANGLE.  The  big  winner  so  far 

II  billion  GTK,  the  largest  local-phone 
pany  in  the  U.  S.  Less  than  an  hour 
r  President  Clinton  signed  the  tele- 
law  last  Feb.  8,  gte  locked  up  a 
to  resell  long-distance  service  pur- 

ied  from  WorldCom  Inc.  Today,  (;te 
;ts  827,000  customers,  10%  more 
I  it  expected,  gte  Long  Distance, 
ih  began  operations  last  March, 
3d  in  an  estimated  $50  million  to 
million  in  I'evenues  by  yearend.  The 
pany  is  predicting  a  sevenfold  in- 
se  in  long-distance  sales  this 
and  a  profit  by  late  1998. 
'E  and  the  other  independents 
getting  more  than  entree  into 
markets.  They're  the  fii'st  car- 
;  to  offer  one-stop  shopping 
•hone  services — a  key  market- 
advantage  in  a  confusing, 
gulated  market.  "People  yearn 
he  old  days,  when  one  compa- 
rovided  you  with  everything," 
Richard  C.  Toole,  a  telecom- 
ications  analyst  with  Merrill 
h  &  Co.  in  New  York.  And 


PHONE  HOME 

Bell  Atlantic  is  tiying  to  snare 
customers  outside  its  region  while 
waiting  for  permission  to  go  after 
long-distance  callers  within  its  area 

the  rules  for  entering  local  markets. 
One  of  then-  biggest  legal  adversaiies,  in 
fact,  is  gte. 

Meanwliile,  gte  and  such  independents 
as  Southern  New  England  Telephone 
Company  (SNET)  are  gaining  expeiience. 
"They're  playing  every  card  they've  got, 
and  they're  doing  it  well,"  says  Boyd  C. 

GOING  THE  DISTANCE 

BELL  ATLANTIC  is  barred  from  offering  long- 
distance in  its  service  area  but  began  serving 
North  Carolina,  Texas,  and  Michigan  in  April. 

FRONTIER,  the  former  Rochester  Telephone,  is 
now  the  No.  5  long-distance  carrier.  It  deals 
witii  34  companies  in  13  states  and  offers 
nationwide  wholesale  contracts. 

GTE  has  signed  up  827,000  customers  since 
March,  1996,  mainly  in  California,  the  South- 


miers  are  less  likely  to  switch    !!V.^_^t'Mjdwest,_  and_ South.   ^^^^^^ 


1  they  have  one-stop  service. 

le  Big  Thi-ee  want  to  sell  bim- 
llj  too.  But  for  now,  they're  on 
hi  sidelines,  locked  in  a  legal 
>n  gle  with  local  carriers  over 


Peterson,  a  telecom  analyst  with  Yankee 
Group  in  Boston,  snet,  which  gained  en- 
tiy into  its  long-distance  market  in  1994, 
has  bagged  35%  of  Connecticut's  long- 
distance customers,  mostly  fi'om  at&t. 
"It  took  AT&T  a  while  to  realize  the  na- 
tui'e  of  their  competition  was  changing," 
says  Peterson. 

The  pioneeiing  I'ole  model  for  the  in- 
dependents is  Frontier  Coip.,  the  fomrier 
Rochester  Telephone  Co.  Now  the  na- 
  tion's  fifth-largest  long- 
distance provider — and 
the   12th-largest  local- 
phone  company — Frontier 
resells  its  network  to  oth- 
er long-distance  pi'oviders 
and  offers  direct  service 
thi'ough  34  subsidiaries  in 
13  states.  In  1996,  long 
distance  made  up  75%  of 
the  company's  $2.6  bilhon 
revenue.  And  since  local 
competition  was  introduced 
in  Rochester  in  1995,  Fron- 
tier says  it  has  lost  only 
3%  of  its  customers. 

Meanwhile,  the  Baby 
Bells  are  watching  envi- 
ously. Before  they  can  offer 
long  distance  in  their  ser- 
vice areas,  the  seven  re- 
gional Bells  that  were  once 
part  of  AT&T  must  meet  a 
14-point  checkhst  that  mea- 
sm-es  the  degi'ee  of  competition  for  local 
calhng.  It  could  take  two  years  for  the 
Baby  Bells  to  prove  there's  sufficient 
competition  in  some  states. 

Still,  the  Bells  are  ready  to  pounce. 
A  key  reason  behind  Bell  Atlantic 
Corp.'s  proposed  takeover  of  Nynex 
Corp.,  now  undergoing  regulatory  re- 
view, is  to  grab  more  of  the  $20  billion 
in  long-distance  calls  made  annually  in 
their  combined  regions.  Bell  Atlantic 
Communications  ceo  A1  G.  Binford  is 
already  test-marketing  long  distance  in 
three  states  outside  his  region  to  be 
ready  when  he  can  compete  in- 
region,  possibly  by  midyear.  Bin- 
ford  thinks  Bell  Atlantic  will  have 
no  problem  picking  up  25%  of  the 
market  in  the  region.  "We'll  go 
ft-om  zero  to  $5  billion  faster  than 
anyone  in  North  America." 

MCl's  president  and  chief  oper- 
ating officer,  Timothy  F.  Price,  con- 
cedes that  local  carriers  can  do 
well  picking  off  the  least  desii-able 
customers.  But  he  wonders 
whether  the  more  prized  high-vol- 
ume callers  and  businesses  will 
a  foirner  monopoly  over  the 


SOUTHERN  NEW  ENGLAND  TELECOMMUNI- 
CATIONS has  won  35%  of  Connecticut's 
long-distance  customers  since  1994,  beating 
expectations. 


long-distance  carriers.  But  that's 
still  tens  of  billions  of  dollars. 

By  Susan  Jackson  in  New 
Haven  and  Catherine  Arnst  in 
Washington 
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COMMENTARY 

By  John  Carey 

THERE'S  NO  NEED  TO  BROWBEAT  THE  FDA 


The  Food  &  Drug  Administration, 
bashed  by  the  Republican  Con- 
gress for  taking  too  long  to  0.  K. 
life-saving  medicines,  has  pulled  off  a 
remarkable  turnaround.  Thanks  in 
part  to  a  1992  user  fee  law  asking 
drugmakers  to  shoulder  some  of  the 
cost  of  dnig  reviews,  the  median 
time  for  approvals  has  plunged  to 
less  than  16  months  in  1996 
ft'om  30  months  in  the  1980s. 
"The  U.S.  is  now  a  world 
leader  in  dinig  review,"  pro- 
claims the  outgoing  commis- 
sioner, Dr.  David  A.  Kessler. 

But  industry  applause  is 
muted  because  executives  be- 
lieve the  agency  has  only 
shifted  the  problem.  Wliile  it 
is  reviewing  dnags  faster,  the 
time  needed  to  do  clinical 
trials  and  file  for  fda  ap- 
proval has  increased  from  an 
average  of  6.7  years  in  the 
early  1990s  to  7.7  years  now, 
according  to  data  from  Tufts 
University.  So,  companies 
charge,  bringing  drugs  to 
market  is  more  costly  and 
time-consuming  than  ever. 

Many  industry  execs  fix 
the  blame  squarely  on  the 
FDA.  They  charge  that  the  agency  is 
asking  for  more  data  before  it  will 
review  a  new  dmg  application.  "The 
requirements  have  increased  tremen- 
dously," complains  Sidney  Taiu"el, 
president  and  coo  of  Eli  Lilly  &  Co. 
COMPLEX  DISEASES.  But  the  situa- 
tion is  hardly  so  black  and  white.  As 
Zeneca  Pharmaceuticals  regulatory 
specialist  John  Weet  notes,  drug 
companies  are  targeting  increasingly 
complex  diseases,  making  the  testing 
process  inevitably  riskier  and  longer 
For  instance,  Zeneca's  new  break- 
through asthma  dnig,  Accolate,  had 
a  smooth  ride  through  the  fda,  but 
it  still  took  seven  years  to  complete 
clinical  trials. 

What's  more,  companies  often  do 
poorly  designed  trials.  They  don't  fig- 


ure out  the  best  dose  soon  enough, 
for  instance,  and  waste  time  and  mil- 
lions of  dollars  doing  studies  at  the 
wi'ong  doses.  "The  fda  is  not  the 
only  thing  to  fix  here,"  concludes  Dr. 
Carl  C.  Peck,  director  of  George- 
town's Center  for  Dnag  Development 
Science. 

Happily,  some  drugmakers  are  be- 


LONG  HAUL:  Accolate's  clinical  trials  took  seven  years 


ginning  to  adopt  novel  approaches. 
They  include  using  both  biological 
knowledge  of  how  a  dioig  works  and 
computer  simulations  to  design  bet- 
ter trials.  In  fact,  preliminary  data 
from  Peck's  team  at  Georgetown 
suggest  that  development  times  for 
the  newest  dnigs  may  actually  be 
decreasing. 

Still,  it  is  time  for  judicious 
changes  at  the  FDA.  The  1992  user 
fee  law  is  set  to  expire  in  September 
Rather  than  just  continue  the  law, 
which  sets  goals  for  shortened  re- 
views, drugmakers  and  the  fda  have 
hammered  out  a  promising  pact  to 
streamline  development. 

The  plan  includes  requiring  the 
agency  to  respond  faster  to  dmg- 
makers'  requests  for  meetings,  get- 


ting agency  officials  to  sign  off  on 
clinical  trial  designs,  and  shortening 
response  time  on  appeals.  Together, 
the  measures  could  shave  more  than 
a  year  off  development  time  without 
lowering  standards. 

So  what  could  go  wrong?  In  a 
word,  Congi-ess.  Last  year.  Republi- 
cans and  their  supporters  in  think 
tanks  and  industry  failed  to 
push  through  such  "reforms" 
as  requiring  the  FDA  to  use 
outside  reviewers  or  approve 
products  based  on  just  one 
large  cHnical  trial.  But  this 
year,  the  reformers  have  a 
new  potent  weapon  in  the 
user  fee  lav/. 

POKER  GAIWE.  Unless  law- 
makers r-eauthorize  the  act, 
the  FDA  will  lose  a  badly 
needed  $88  million  chunk  of 
its  budget,  eventually  forcing 
the  agency  to  lose  more  than 
500  reviewers  through  attri- 
tion. And  Congress  will  hesi- 
tate to  "r-eauthorize  user  fees 
if  we  don't  at  least  have  a 
commitment  to  the  kind  of 
reform  that's  needed,"  warns 
Representative  James  C. 
Greenwood  (R-Pa.),  who 
heads  a  GOP  task  force  on  fda 
r-eform. 

That  appi'oach  would  lead  to  a 
high-stakes  game  of  poker,  as  Con- 
gr-ess  and  some  in  the  industry  play 
the  money  card  to  force  the  fda's 
hand.  It's  a  bad  idea  and  pr-obably 
won't  wor'k.  "If  they  think  we  are  go- 
ing to  cave,  they  ar'e  maldng  a  terri- 
ble miscalculation,"  vows  a  top  fda  of- 
ficial. It  also  jeopar-dizes  the  important 
gains  in  the  agr-eement  ah-eady 
reached  by  the  fda  and  industry.  The 
right  move?  Congress  should  pass 
these  revisions  to  the  law  and  refrain 
from  trying  to  bluff  the  agency  into 
refor-ms  the  country  might  regret. 

Carey  covers  science  from. 
Washington. 


Congress  may  try  to  force  reform  by  threatening 
the  agency's  pocketbook.  That  would  be  a  bad  idea 
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Fuels 


Long-Term 


VUTOMATIIVG 


CiOMliKY  S  SALKS  OI'liKATIONS  IS  ON  K  OF  THE 
MOST  IMPOKTAXT  HTJSINKSS  DIX  ISIONS  THAT  WE  HAVE  MADE  IN  TWENTY  Y'EARS. 


ONTGOMERY  SECURITIES 
Tfie  Power  of  Growth" 


Since  1990,  Montgomery  Securities  has  grown  explosively.  Revenues  increased  from  $104  million  in  1990  to 


more  than  $700  million  (est.  1996)  and  staff  quadrupled.  To  continue  this  growth  and  maintain  Montgomery's 
exceptional  customer  satisfaction,  Thom  Weisel  partnered  with  Siebel  Systems.  With  Siebel  Sales  Enterprise,"  Montgomery 
professionals  quickly  identify  and  analyze  new  opportunities,  slash  the  sales  cycle,  and  increase  value  to  their  clients. 
And  management  effectively  allocates  precious  sales  resources  to  maintain  Montgomery's  leadership  in  the  booming 
capital  markets.  With  Siebel,  Montgomery  is  ready  for  the  next  century.  To  learn  how  Siebel  Systems  can  prepare  your 
organization  for  the  future,  call  1-800-720-3115,  ext.  1105  or  visit  Siebel  at  www.siebel.com. 


Customer  Information  Systems 


97  Siebel  Systems,  Incorporated.  Siebel  and  Siebel  Sales  Enterprise  are  trademarks  of  Siebel  Systems,  Incorporated  and  may  be  registered  in  certain  jurisdictions.  Montgomery  Securities-The  Power  of  Growth  is  a  trademark  of  Montgomery  Securities 


News:  Analysis  &  Commentary 


J 


TOYS 


WHAT'S  PURPLE  AND 
KNOWS  14,000  WORDS? 

Microsoft's  interactive  Barney,  that's  what.  But  will  it  be  a  hit? 


When  Microsoft 
Coip.  Chaii'man 
Bill  Gates  be- 
came a  father  last 
year,  at  age  40,  com- 
putei'  industry  rivals 
predicted  the  hyper- 
aggressive  softwai'e 
billionaire  would  mel- 
low, slow  down.  In- 
stead, the  proud  pai>;i 
of  a  9-month-old  gii  l 
is  launching  a  new 
business — aimed  at 
tiny  tots. 

On  Feb.  7,  at  Toy 
Fail-  in  New  York,  Mi- 
crosoft makes  its  play- 
land  debut  with  none 
other  than  Barney. 
That's  right,  the  j^re- 
historic  preschool  idol 
is  going  high-tech.  Mi- 
crosoft's vei'sion  of  the 
dinosaur  "from  our 
imaginations"  is  a  talk- 
ing, ann-wavlng,  peek- 
a-boo-playing  plush 
toy.  With  special  hardware  and  soft- 
wai'e,  it  can  introduce  tots  to  computers. 
And  this  Barney  can  even  sing  along 
with  a  video.  Says  Sheiyl  Leach,  Bai'- 
ney's  ci'eator:  "This  one  toy  can  go  fi'om 
a  comjuiter  to  a  TV  to  the  backseat  of  a 
car  That's  what's  so  exciting." 
"RIDICULOUS."  The  excitement  comes  at 
a  price.  When  Microsoft's  Purple  One 
hits  stores  in  September,  it  will  caiTy  a 
suggested  retail  price  of  $110.  For  a  PC 
or  TV  connection  kit,  which  comes  with  a 
radio  transmitter  that  plugs  into  either 
the  computer  or  the  vcR,  add  $6.5 — and 
that  doesn't  include  the  $15  to  $24  for 
each  extra  software  or  video  title.  The 
total  tab:  $160-plus.  "That's  ridiculous," 
says  toy  analyst  Sean  P.  McGowan,  se- 
nior vice-president  of  the  Gei'ai'd  KJauei- 
Mattison  &  Co.  investment  fii'm.  "You 
can  get  plain  old  Bamey  for  $15.  Talk- 
ing Barney  goes  for  $30  to  $35.  Why  do 
I  need  interactive  Barney  for  $110?" 

Microsoft's  answer:  This  isn't  just  a 
toy,  but  an  "early  leaniing  system."  In 
short,  Gates's  motto  is  making  its  way 
into  piayland:  Information  at  your,  well, 
pawtips.  By  pressing  Barney's  hand,  a 


SAY  YOU  LOVE  ME,  TOO! 


Bill  Gates'  latest 
offering  to  the  preschool  set,  this  plush  toy 
will  cost  more  than  $160  with  all  the  add-ons 


child  can  play  counting  games  or  hear 
rhymes.  Squeeze  his  foot  and  he  sings 
17  tunes,  including  the  Alphabet  song. 
With  a  PC  connection,  Barney's  vocabu- 
lary jumps  fi'om  2,000  words  to  14,000 
as  he  guides  a  child  through  such  CD 
programs  as  Barney  Under  the  Sea  or 
Fun  on  the  Farm  with  Barney.  Says 
Stanley  Greenman,  chaimnan  of  the  31- 
store  Noodle  Kidoodle  chain:  "It's  really 
the  fii-st  interactive  toy  of  its  kind." 

Greenman  figiu'es  it  will  be  a  decent 
seller — though  he  hasn't  yet  commit- 
ted to  carry  it.  Microsoft  could  sell  any- 
where from  100,000  to 
500,000  Barneys  the  fii-st 
year,  according  to  Mor- 
gan Stanley  &  Co.  ana- 
lyst Mary'  Meeker.  At 
100,000,  it  would  be  a 
mediocre  showing,  con- 
sidering the  $15  million 
Microsoft  spent  develop- 
ing its  Barney  and  the 
$14.5  million  it  has  bud- 
geted for  mai'keting.  But 
if  sales  reach  500,000, 
which  insiders  say  is  Mi- 


MICROSOFT 
CONSUMER  SALES 


1000 


MICROSOFT 
INTERACTIVE  MEDIA  GROUP 
^         ESTIMATED  REVENUE 

Oi  i  ^  

'93         '94  '95 
A  MILLIONS  OF  DOLLARS 

DATA  BUSINESS  WEEK 


crosoft's  goal,  it  would  be  a  li 
Microsoft  execs  are  banking  oii 
Barney  rebound.  They  point  to  14  in 
lion  kids  who  watch  Pubhc  Broadcast  u 
System's  Barney  &  Friends;  the  38  ni 
lion  Barney  videos  sold  so  far;  and  t 
Barney  movie  under  way.  Vows  Ki 
Thompson,  Microsoft's  hardware 
sion  vice-president:  "This  is  going  tn 
a  profitable  business  right  fi'om  the  ,ui 
go.  And  it's  just  tl 
tip  of  the  iceberg." 

Or  toy-berg.  1' 
many  years,  Microsi 
has  been  making 
consumer  push  wi 
edutainment  cd-R( 
games,  even  a  mou 
for  toddlers — all  und 
the  umbrella  of  wli 
is  now  called  the  I 
tei'active  Media  Gnu 
(chart).  Barney  is  tl 
first  in  a  series  of  1 1 . 
Microsoft  is  planni 
under  its  new  bra; 
name,  ActiMates. 
will  use  Barney's 
sic  animation  techno' 
gy,  called  Realmati 
which  was  conceiv 
by  Long  Beai 
(Calif.)-based  Dare 
Dream.  Founde 
Chuck  Hii'sch  and  J( 
Jani  met  with  ]V 
crosoft's  Thompson 
the  spring  of  19£ 
when  they  were  seeking  a  partner 
help  market  their  animated  toj 
Thompson  Uked  what  he  saw  and  quic 
ly  E-mailed  a  business  plan  to  Gates, 
half  a  day,  Gates  gave  the  green  ligl 
and  Microsoft  bought  the  company  ai 
moved  it  to  Microsoft's  Redmoi 
(Wash.)  headquarters. 

Barney  emerged  after  months  of  e 
gineering,  300  hours  of  research  wi 
200  kids,  and  such  tests  as  14  hours  | 
tumbling  in  a  clothes  diyer.  The  resi 
is  "really  cool,"  says  Morgan  Stanlej 
Meeker.  "The  irony,"  she  adds,  "is  tl 
PC  industry  types  sa 
Bill  Gates  would  mello 
with  marriage  and  ch 
dren.  And  now  we 
learning  that  he's  real 
into  being  a  dad,  and  i 
doubt  he'll  want  his  ki( 
to  have  great  toys 
Which  might  not  be 
great  for  makers 
those  old-fashioned,  no  ;^ 
interactive  playthings. 

By  Kathy  Rebello 
San  Francisco 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  ToshilDa. 


iM-F  8  am-8  pm  EST.  In  Canada,  call  1 800  465-3299  (ID#  45294).  2MH2  denotes  internal  clock  .speed  of  the 
microprocessor  only:  other  factors  also  affect  application  performance.  3(36  =  billion  bytes  ^May  be  preloaded 
included  on  a  CD  or  available  to  order  on  a  CD.  Diskettes  and  hard  copy  documentation  available  at  extra 
charge,  'IHodel  EEF/ERF.  Estimated  IBM  authorijed  retailer  price.  Actual  prices  may  vary.  Other  models  range  up 
to  $2,999.  IBM,  ThmkPad,  TrackPoint  III  and  Solutions  for  a  small  planet  are  trademarks  of  International 
Business  Mactiines  Corporation.  Lotus  and  SmartSuite  are  registered  trademarks  of  Lotus  Development  Corp 
Ihe  Intel  Inside  logo  and  Pentium  are  registered  trademarks  of  Intel  Corp.  ©1997  IBM  Corp 


^u  could  also 
have  a  ThinlcPad. 


No  reason  to  let  a  little  thin"  like 
money  stand  between  you  and  a 
ThinkPad.  Because  now,  lor  less 
than  $2,000,  you  can  have  one  of 
your  own- with  Pentium"  processor 
power,  integrated  TrackPoint  III, 
award-winning  design  and  that 
unmatched  ThinkPad  "leelT  Just 
call  I  800  426-7255:  ext.  5011,  lor 
more  details  and  to  find  out  where 
you  can  buy  one.  Or  come  visit 
us  at  www.pc.ibm.com/thinkpad. 

A  better  |)lace  to  think. 


ThinlcPad 


ihmkl'ud  :il>r>\l) 
I2()M Hz'  processor.  8MB  memory.  I.DSGB  ' 
hard  disk.  IL.i-imh  screen.  TrackPoinI  111. 
4\  CD-ROM  Loiiis  SmiiriSiiiie.'  $I.H99:' 


Solutions  for  a  small  planet 
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KMART  TAKES  DOWN 
A  FOR  SALE'  SIGN 

FOR  TWO  YEARS,  KMAP.T  HAS 

tried  to  unload  its  fixer-upper 
of  a  home-improvement  chain, 
Builders  Square.  On  Feb.  3,  it 
announced  that  a  deal  is  in 
the  works  with  investment 
bankers  Leonard  Green  & 
Partners,  which  previously 
had  taken  PayLess  Drug 
Stores  off  its  hands.  Green 
plans  to  combine  Builders 
Square  with  Waban  Inc.'s 
HomeBase  chain  and  focus  on 
home  decor  to  differentiate  it 
from  rivals  Home  Depot  and 
Lowe's.  But  Kmart,  which  is 
expected  to  i-etain  just  under 
20%  of  the  new  venture, 
would  still  be  hable  for  some 
$2  billion  in  lease  guarantees 
on  Builders  Square  stores.  So 
if  Green  can't  make  a  go  of  it, 


CLOSING  BELL 


TRASHED 


Technologies,  the 
nation's  No.  1  waste  hauler, 
has  left  an  unpleasant  odor 
on  Wall  Street.  Expectations 
were  high  on  Feb.  4,  when  it 
pulled  the  lid  off  a  long- 
awaited  restructuring.  The 
plan  does  have  some  of  the 
goodies  analysts  wanted: 
WMX  IS  divesting  $L5  billion 
in  assets,  cutting  3,000  jobs, 
and  buying  back  50  million 
shares.  But  the  company  also 
reported  weaker-than-expect- 
ed  earnings.  "Foul,"  analysts 
cried,  and  the  stock  plunged 
8.6%,  to  $33. 


38-"  

WMX  TECHNOLOGIES  k 
SHARE  PRICE  M 

36   .^-.-■M 


Kmart  may  one  day  have  to 
add  to  the  nearly  $800  million 
in  writedowns  it  has  already 
taken  on  the  chain. 


TURBULENCE 

AT  TWA  

THE  INFIGHTING  AT  EMPLOYEE- 

owned  twa  has  risen  to  a 
crescendo.  Machinists  union 
official  William  O'Driscoll  has 
threatened  to  sue  Gerald  Git- 
ner  for  breaching  his  fiducia- 
ry duty  if  the  acting  twa  ceo 
doesn't  halt  plans  to  cut  jobs 
and  shrink  operations  at  .jfk 
International  Airport,  twa 
has  been  without  a  ceo  since 
the  departure  of  Jeffrey 
Erickson  late  last  year,  and 
the  airline  has  been  reducing 
unprofitable  operations  since 
its  Flight  800  tragedy  last 
July.  In  a  letter  dated  Feb.  3, 
Gitner  said  he  was  "dis- 
mayed" by  what  he  called 
0'r)riscoirs  misrepresenta- 
tions. He  said  twa  in  fact  is 
investing  in  its  .jfk  operation 
to  make  it  profitable  again, 
and  on  Feb.  5  announced 
plans  to  add  19  new  flights  in 
North  America. 


ANEW  PILOT  FOR 
LOCKHEED'S  L3 

A  CLASSIC  MR.  INSIDE  IS  COM- 

ing  out  of  the  shadows  to  run 
his  own  company.  On  Feb.  3, 
defense  conti'actor  Lockheed 
Martin  announced  Frank 
Lanza  will  head  its  L3  Com- 
munications spin-off.  Lanza, 
64,  for  years  was  the  main 
operations  exec  under  CEO 
Bernard  Schwartz  at  Loral 
Corp.  He  is  known  as  a  fierce 
cost-cutter  who  is  expected  to 
look  for  ways  to  fatten  profits 
at  L3,  a  group  of  10  electron- 
ics businesses  Lockheed 
picked  up  from  Loral  and 
other  deals.  The  unit,  with 
1996  sales  of  $650  million, 
may  eventually  go  public. 
Lanza  had  become  a  Lock- 
heed Martin  executive  vice- 
president  with  the  Loral  buy 
last  year. 


HEADLiNER:  RICHARD  MILLER 


RAMBLIN' AWAY  FROM  AT&T 


Richard  Miller  is  jumping 
ship — again.  The  55-year 
old  CFO  of  AT&T,  ai'chitect  of 
its  splitup  into  three 
parts,  announced  on 
Feb.  3  he'll  leave 
in  a  month  or  so 
to  "pursue  other 
interests."  That 
usually  means  a 
forced  depar- 
ture, and  it's  true 
new  President 
John  Walter  wants  to 
put  his  ov/n  stamp  on  at&t. 
But  Miller  really  is  leaving 
on  his  ovm.  He  told  CEO 
Bob  Allen  over  a  year  ago 
he  wanted  out  once  the 
spin-off  of  Lucent  Technolo- 
gies was  done  in  late  1996. 

Itchy  feet  ai-e  a  halbnark 
of  the  East  Auj-ora,  (N.Y.) 
native.  Corporate  overhauls 
are  another.  Prior  to  mov- 


ing to  AT&T  in  August,  199; 
he  was  head  of  Wang  Labs 
which  he  reorganized  at  a 
time  of  extreme  financia 
crisis.  Before  that, 
he  was  at  rca.  H 
arrived  in  1982 
when  it  was  fac 
ing  a  liquidity 
crisis.  Aiter  RC 
was  acquii-ed  b; 
GE  in  1986,  he 
stayed  on  to  reor- 
ganize its  consumer- 
electronics  unit,  which  was 
in  turn  sold  to  France's 
Thomson.  Now,  Miller  says 
he's  looking  for  "unique 
companies  and  interesting 
challenges."  For  a  change  ( 
pace,  he  says,  he  might 
even  choose  an  employer 
that's  starting  a  business  ii 
stead  of  restixicturing. 

By  Catherine  Arm 


HUlZENGA, 

THE  ROAD  WARRIOR 

DOES  WAYNE  HUlZENGA  EVER 

slow  down?  On  Feb.  3,  his 
Republic  Industries,  now  the 
nation's  biggest  car  dealer, 
snapped  up  southeast  Flori- 
da's Wallace  Automotive 
Group  for  $55  million  in 
stock,  then  on  Feb.  4  forked 
out  $30  million  in  stock  for 
Orlando's  Courtesy  Auto 
Group.  Not  just  content  to 
buy  auto  dealers,  on  Feb.  5 
Republic  did  a  $250  million 
stock  deal  with  Anaheim 
(Calif.)-based  waste  handler 
Taormina  Industries.  Since 
Jan.  1,  Republic  has  acquired 
a  total  of  eight  dealer  groups 
with  40  outlets,  as  well  as 
four  waste  haulers. 


MARTHA  STEWART: 
ON  HER  OWN 

IS  IT  A  GOOD  THING?  AFTER 
months  of  negotiations, 
Martha  Stewart  has  claimed 


control  of  hei-  minimedia  e 
pire  from  Time  Inc.,  wk 
began  launching  her  succe 
ful  Martha  Stewart  Livi 
magazine  and  other  Marti 
themed  products  in  1991 
nancial  terms  were  not  d 
closed,  and  Time  is  retaini 
a  minority  interest  in  t 
company.  "She  wanted  m( 
control  over  the  busine 
the  ft'eedom  to  expand  m( 
aggressively,"  says  a  Til 
Inc.  spokesman.  "We 
ceived  a  fair  price  for  ( 
interest." 

ETCETERA... 

■  Goodyear  and  Japan's  Siuj- 
tomo  announced  a  major  jot 
tiremaking  deal. 

■  Switzerland's  Roche  is  pij 
ing  $1  billion  for  Ohio  flau 
company  Tastemaker. 

■  Plagiarism  alert:  Bell  : 
Howell  unveiled  a  databiP 
of  dissertations  and  thesej 

■  Conoco  buys  $1.1  billionp 
gas  wells  and  pipelines  frw 
TransTexas  Gas.  L 
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Rule  one  in  fleet  huying:  get  the  most  for  your  money. 
Rule  two:  don 't  spend  a  lot. 


You've  lieard  it  Lefore.  In  fleet  buying,  tke  Lottom  line  is  tke  bottom  line.  Want  to  please 
Lotli  tke  Loss  and  tke  employees?  Get  tke  Ckevy  Cavalier  Sedan.  Witk  an  engine  tkat  can 
go  up  to  100,000  miles  kef  ore  its  first  sckeduled  tune-up*  standard  ABS  and  more  room 
tkan  you'd  tkink.  Cavalier  is  dependa  kle,  safe  and  comfortakle.  Best  of  all,  it's  actually 


affordakle.  All  making  it  easy  to  own 


As  long  as  you  keep  tkose 


expense  reports  in  line. 


C  a  V  a  I  i 


e  r 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


\  \v  w.cllcvrolet.Lom  or  call  1  -8UU-l^LhL:  1  -Ol'eratiuns.  'Mainli-'naiKc  nct-tls  vaiy  witll  ust-  antl  tlnvin^  coikIiIioiis.  Sul-  owner's  manual  for  nuir(_'  mfornialion.  Cavalier  is  a  registered  IrailetnarL 
■  ■■v\'  is  a  traJernarl?  of  the  GM  Corp.  ©1996  GM  Corp.  BucUe  up,  Anif  rica!  I*]' 


^Hcavv-hanflccl  sen.'ice  pro\  i(lei'.s  ma\'  hu\c-  been  acceptable  in  the  clavs  o\  hea\T,'  iron.  But  toda\'S  distributed  environment 
calls  lor  a  more  llexible,  customer-centric  approach.  The  kind  ol  personal  service  you  get  Irom  the  distributed  computing 
prolessu)nals  at  Vanstar.^  Vanstar's  IT  services  support  each  phase  of  the  PC  lite  c\'cle  with  consideration  lor  \  our  unique 
environment.  Our  thousands  ot  technical  protessionals  are  trained  to  team  w  ith  \  our  stati  to  deli\er  the  services  required 
to  support  your  evolving  computing  infrastructure.  We  de\  elop  custom  solutions  lor  design,  acquisition,  deployment,  sup- 
port and  technological  migration  -  all  tocused  on  helping  you  cut  costs,  reduce 
nsks  ano  increase  productivity.     Put  a  world  ot  IT  e.xperlence  at  your  ser\'ice. 

The  Technologv  Services  Comp 

Call  N'anstar  at  I -800-99^-23^5  or  visit  our  web  site  at  vv'W'vv. vanstar.com.  WWW.Vanstar.COm 


VST 

Rasa 

NYSE 

(jlW7  Vaiistar  Ciirjinrntlnll  .  I//  lr,i,l,  'N.id  .  ,i:r  l//,-  /'n:p,rlti  .^l' llmr  ir.'/vJi:', 


iVashington  Outlook 


>ITED  BY  DOUGLAS  HARBRECHT 


iLEXIS  HERMAN:  THE  TRAIL 
IF  QUESTIONS  GETS  LONGER 


Vhen  President  Clinton  nominated  Alexis  M.  HeiTnan  as 
his  new  Labor  Secretary,  little  did  he  realize  that  her 
impressive  political  comiections  would  become  a  liability, 
e  49-year-old  Alabama  native  has  emerged  as  a  central  fig- 
!  in  the  latest  flap  over  Clinton's  questionable  fusion  of 
^eming  and  fimd-raising.  The  White  House  is  accused  of  be- 
ning  a  neighborhood  Starbucks  where  donors  sipped  coffee 
1  discussed  issues  with  the  President, 
w  the  Senate  is  investigating  whether 
fman,  who  as  head  of  the  Office  of  Public 
ison  helped  aiTange  a  controvei-sial  meet- 
of  bankers,  violated  federal  niles  bailing 
ipaign  activities  in  the  Wliite  House.  If 
rman  is  rejected.  Republicans  could  be 
boldened  to  try  to  inflict  fiulher  dam- 
over  Democratic  fimd-raising. 
ilie  tempest  isn't  the  fii-st  in  Hennan's  20- 
r  Washington  career  Hill  Republicans 
finding  she  has  long  been  a  strong  civll- 
its  advocate  and  innovative  biu'eaucrat — 
no  saint.  Senators  are  looking  into  her 
ire  at  the  Labor  Dept.  in  the  1970s  and 
it  BUSINESS  WEEK  has  learned  are  possi- 
conflicts  of  interest  involving  a  company 
formed  after  leaving  government.  For- 
'  Democratic  National  Committee  stafiei-s 
n  that  her  liberal  use  of  dnc  e.xpense  ac- 
rits  fi'om  1988-92  make  her  unfit  to  lead 
agency  vdth  16,000  employees  and  a  $35 
I  on  budget.  While  no  one  is  accusing  her 
illegality,  her  conduct  over  the  years  is 
1  ing  questions  about  her  judgment. 
1  TY  APPROVALS.  Hennan  built  a  reputa- 
t  in  her  20s  as  a  minority-rights  pioneer. 
'   ran  local,  federally  funded  progi-ams 
t  helped  integi^ate  Mississippi's  shipyai'ds. 
i  also  helped  persuade  such  large  coqDO- 
1  ins  as  Delta  Air  Lines  Inc.  and  Coca- 
(  1  Co.  to  hire  their  fii'st  black  women 
i  essionals.  In  1977,  the  29-year-old  Her- 
1    l)ecame  the  youngest  person  ever  to 
i  !  the  Labor  Dept.'s  Women's  Bureau,  a 
u  that  aided  disadvantaged  women. 
I  ut  at  the  end  of  her  tenure  there,  con- 
bj  ersy  erapted  when  Labor  officials  hasti- 
lyi  .  K.'d  miUions  in  job-training  gi-ants  to  keep  the  incoming 
E,  lan  Administration  li-om  a.xing  them.  Some  went  to  gi'oups 
iij  'r  Hennan's  aegis,  but  most  went  to  progi'ams  overeeen  by 
Ej  5st  G.  Green,  head  of  Labor's  Employment  &  Training 
Aj  linistration.  Green,  one  of  nine  black  students  who  de- 
st'  egated  Little  Rock  High  School  in  1957,  was  later  cleared 
0!,  rongdoing  in  the  so-called  "inidnight"  contracts  scandal. 

le  lai-gest  of  these  last-minute  awai-ds  went  to  New  York- 
Oi  1  Recniitment  &  Ti"aining  Pi-ogi'am  Inc.,  where  both  Green 
ai  Hennan  had  worked,  and  to  a  youth  training  progi'am  nm 
b;  vil-rights  leader  Jesse  Jackson.  When  negotiating  remedies 


HERMAN:  Labor  Secretary  nominee 


with  businesses  he  had  criticized  for  failing  to  hire  minorities, 
Jackson  often  recommended  a  consulting  finn  Herman  and 
Green  fonned  after  they  left  Laboi;  Green,  now  a  managing  di- 
rector of  the  Wasliington  office  of  Leliman  Brothers  Inc.,  says 
he  did  notliing  improper.  Hennan  says  through  a  Wliite  House 
spokesman  that  she  played  no  role  in  the  controversy. 

Critics  also  chai'ge  that  she  benefited  ft'om  nales,  wliich  she 
helped  to  wiite  as  a  Labor  official,  requiiing 
federal  contractors  to  comply  with  goals 
and  timetables  for  hiring  minorities.  One 
such  contract,  for  example,  paid  her  $500,000 
over  fom-  yeai's — all  of  it  from  taxpayei'  dol- 
lars— to  monitor  minority  hiring  by  con- 
tractors erecting  the  soon-to-open  Ronald 
Reagan  Biuldbig.  Heirnan  says  she  did  noth- 
ing improper 

SOUR  GRAPES?  In  the  mid-1980s,  Herman 
bought  out  Green's  share  of  theii'  pailner- 
ship  and  continued  to  nm  the  firm  even  af- 
ter  taking  on  a  ftill-time  job  as  chief  of  staff 
III  DNC  Chairman  Ronald  H.  Brown.  Al- 
tliough  Brown  relied  on  her  organizational 
sldUs,  ex-DNC  staffei's  say  her  brasque  man- 
ner offended  many  colleagues.  Her  spending 
habits  especially  irked  DNC  aides,  one  of 
whom  recalls  that  Herman  often  rode  in 
chauffeured  cars  and  flew  fu'st-class  at  a 
time  when  the  party  was  in  a  cash  crunch. 
"Blue-hau'ed  ladies  donated  fimds  to  elect 
Democrats,  but  Alexis  used  that  money  to 
live  like  the  queen  of  EgyiJt,"  says  an  ex- 
DNCer.  Tlu'ough  a  spokesman  Herman  says 
the  complaints  ai-e  soiu-  grapes  and  that  her 
expenses  were  appropriate. 

But  it's  Herman's  White  House  tenure 
that  is  now  her  biggest  pi-oblem.  At  issue:  A 
May,  1996,  dnc  kaffeeklatsch  she  helped  or- 
ganize at  wliich  17  top  U.S.  bankers  met 
with  the  President,  Ti'easury  Secretary 
Robert  E.  Rubin,  and  Eugene  A.  Ludwig, 
Comptroller  of  the  Cmrency.  Lud\\ig  was 
cDnsidering  regiilatoiy  issues  important  to 
i  he  bankei-s  at  the  time.  Cluiton  and  Ludwig 
now  say  the  meeting  was  inappropriate,  and 
Hennan  says  she  was  imawai'e  that  it  was  a 
dnc  event.  On  Feb.  4,  the  Wliite  House  gave  the  Senate  doc- 
uments it  contends  support  Herman's  version. 

Nonetheless,  the  bankers  and  their  pohtical  action  commit- 
tees collectively  gave  Democratic  candidates  $558,000  toward 
theu-  1996  elections,  vrith  80%  of  that  coming  in  after  the  cof- 
fee. "You  bet  she  had  a  conflict  of  interest,"  says  Ellen  Miller 
of  Public  Campaign,  which  promotes  campaign-finance  refonn. 

No  stranger  to  overcoming  tough  hurdles,  Herman  is  in 
the  fight  of  her  cai'eer  to  prove  the  claims  wi'ong — and  convince 
the  Senate  she  didn't  bend  any  niles  on  her  way  to  the  top. 

By  Paula  Dwyer 
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ISRAEL 


REMAKING 
ISRAEL 

Will  rolling  back  state  control  double  the  economy's  size? 


From  a  penthouse  terrace  over- 
looking the  Swiss  Alps,  Benjainin 
"Bibi"  Netanyahu  is  talking  ex- 
citedly about  his  bold  plans  to 
transform  Israel's  economy.  To 
a  point,  he  chops  the  air  as  he 
down  roast  chicken  and  wine  to 
restore  himself  after  negotiating  with 
Palestinian  leader  Yassir  Arafat  and 
EgyjDtian  President  Hosni  Mubarak.  The 
47-year-old  Israeli  Prime  Minister 
sounds  like  a  man  in  a  huiry.  "Eveiyone 


make 
wolfs 


talks  free  markets  in  Israel,  but  very 
few  are  doing  anything  about  it,"  he 
says  emphatically.  "We  are  doing  some- 
thing about  it.  We  are  committed." 

Netanyahu's  underlying  message: 
Don't  underestimate  me  when  it  comes 
to  either  peace  or  economics.  After 
months  of  delay,  Netanyahu  finally 
pulled  off  a  gr-oundbreaking  accord  on 
Hebron  with  Arafat's  Palestinian  Au- 
thority in  mid-January,  shocking  many 
of  his  hard-line  supporters.  The  deal, 
which  hands  over  80%  of  the  last  big 
Palestinian  population  center  on  the 
West  Bank,  firmly  committed  the  Likud 
leader  to  an  Arab-Israeli  peace  process 
he  once  was  quick  to  disdain.  Now,  the 
ambitious  Prime  Minister  wants  to  press 
ahead  toward  a  goal  that  may  be  only 
marginally  easier 
to  attain  than 


Arab-Israeli  peace:  bringing  free-m;- 
ket  ideas  to  Israel,  where  the  govei- 
ment  has  long  dominated  the  econo;  ; 
and  provided  one  out  of  three  jobs. 

Netanyahu's  vision  is  bold.  By  roUi' 
back  the  state,  he  seeks  to  creates 
high-growth,  high-tech  economy — t 
"Silicon  Valley  of  the  Eastern  Her 
sphere"  (page  50).  Armed  with 
American  mba  and  business  experier 
both  in  the  U.  S.  and  Israel,  he  aims 
push  through  a  revolution  similar 
those  undertaken  by  Margaret  Thatcl 
and  Ronald  Reagan  in  the  1980s. 

For  the  first  time,  Netanyahu 
openly  talking  about  including  Isra( 
Aj'ab  neighbors  in  his  country's  futu 
By  asking  skilled  Palestinian  and  Egy 
ian  workers  to  join  Israel's  high-te 
push,  he  hopes  that  spreading  prospe 
ty  will  lock  in  peace.  "We  can  think  o 
marriage  of  com_mon  interests,  whi 
will  get  some  of  the  economies  arou 
us  into  the  high-tech  era,"  he  says. 

The  hui-dles,  to  be  sure,  are  formic 
ble.  Not  only  does  Netanyahu  face  ( 
ficult  peace  negotiations  with  Syria, 
must  persuade  Israelis  that  his  econor 
shakeup  will  benefit  them.  Still,  t 
Prime  Minister's  aides  insist  he  has  t 
pohtical  will.  "You  have  to  rememb 
Bibi  is  stubborn  and  he  wants  to 
this  thing  pushed  through,"  says  Iz 
Tapoohi,  an  Australian-Israeli  businei 
man  whom  Netanyahu  brought  on 
senior  economic  adviser.  "He's  going 
bulldoze  these  things  through." 

The  first  demolition  site  is  Israe 
public  banking.  The  three  large 
banks — Hapoalim,  Leumi,  and  Isn 
Discount — control  not  only  80%  of 


il's  banking  and 
inks  of  industry  but 
3  dominate  securities 
ding  and  pension  man- 
•ment.  Bank  Hapoalim 
cunts  for  40%  of  Is- 
I's  bank  deposits  and 
irectly  controls  8%  of 
economy  through 
iings  from  chemicals 
•eal  estate. 

BEST?  The  plan  is  to 

down  on  rikuzyut, 

arew  for  "concentra- 

1."  "By  breaking  up 

3oalim  there  will  be 

iter  competition,"  says 

liel  Doron,  a  disciple 

ililton  Friedman  who 

ds  the  Israel  Center 
Social  &  Economic 

gress,  a  Jerusalem 

k  tank.  Doron,  now  a 

anyahu  adviser,  says  the  Prime  Min- 
I  r  "will  have  to  do  what  Teddy  Roo- 
1 3lt  did:  bust  monopolies." 
I  Jthough  Netanyahu  claims  his  first- 
I  r  goals  are  "modest,"  they  are  any- 
I  g  but.  The  government  is  already 
j  ig  up  potential  buyers  for  controlling 
j  :es  in  the  banks.  They  include  Ted 
I  !on,  founder  of  Carnival  Cruise  Lines 
i  Republic  National  Bank  shareholder 
j  nond  J.  Safra,  who  flew  to  Israel  for 
(  3  with  Netanyahu  in  December.  Also 
j  for  fast-track  seU-offs  through  public 
:  rings  and  private  deals  are  13  state- 
:,  rolled  companies,  from  Bezeq  Israeli 
Ij  communications  Coi-p.  to  El  Al  Israel 
ij  lies  Ltd.  The  aim:  to  raise  $1.2  billion 
:(  1  privatizations  in  1997. 


If  Netanyahu 
can  push 
through  even 
some  of  his 
agenda,  he 
will  have 
permanently 
changed  the 
contours  of  the 
Israeli  economy 


Netanyahu  wants  to 
go  further,  from  privatiz- 
ing Tel  Aviv's  water- 
treatment  plants  to 
setting  up  privately  man- 
aged toll  roads  to  ease 
Israel's  chronic  traffic 
congestion.  He  plans  to 
dismantle  the  monopoly 
on  domestic  public  trans- 
portation enjoyed  by  lo- 
cal bus  cooperatives.  And 
he  is  taking  aim  at  other 
traditional  concessions 
such  as  air  cargo. 

If  he  can  push 
through  even  some  of 
this  agenda,  he  will 
change  the  contours  of 
Israel's  economy.  By  un- 
leashing competitive 
forces,  Netanyahu  be- 
Ueves  he  can  spur  rapid 
growth.  He  sees  a  doubling  of  Israel's 
$17,000-per-capita  gdp  in  10  to  12  years. 
The  pay-off  could  also  be  considerable 
for  the  entire  Middle  East.  "As  the 
peace  process  proceeds,  our  region  will 
become  a  much  more  attractive  eco- 
nomic entity,"  predicts  Jacob  Frenkel, 
Bank  of  Israel  governor.  He  has  a  green 
light  from  Netanyahu  for  measures 
aimed  at  bolstering  Israel  as  a  regional 
financial  center,  such  as  full  currency 
convertibihty. 

Although  the  Prime  Minister's  re- 
forms take  direct  aim  at  vested  inter- 
ests— from  the  700,000-strong  Histadmt 
trade  unions  to  Big  Business — timing 
may  be  on  his  side.  The  unions  are 
weak.  And  as  the  fii'st  dii'pctly  elected 


Prime  Minister,  Netanyahu  has  a  lock 
on  power  that  no  head  of  government 
has  enjoyed  since  independence  in  1948. 

The  situation  hardly  looked  so 
promising  last  May,  when  he  startled 
the  world  by  winning  the  election.  Ne- 
tanyahu's apparent  backtracking  on  the 
Oslo  peace  accords  with  the  Palestinians 
threatened  a  return  of  war  drums  to 
the  region.  There  was  also  sheer  inepti- 
tude, from  hurried  decisions  to  second- 
rate  appointees.  Some  blame  it  on  Ne- 
tanyahu's status  as  a  relative  outsider  in 
Israel's  power  sti-uctui'e.  He  spent  many 
of  his  formative  years  fai'  from  home,  as 
a  high  school  student  in  suburban 
Philadelphia  and  at  Massachusetts  In- 
stitute of  Technology.  So,  he  had  no  sol- 
id, old-boy  network  to  rely  on. 
ALOOF.  To  make  matters  worse,  virtual 
war  broke  out  between  Big  Business 
and  the  new  administration.  Before  the 
May  elections,  more  than  300  business 
leaders  had  come  out  for  Netanyahu's 
Labor  Party  rival,  Shimon  Peres.  They 
feared  that  a  collapse  in  the  peace 
process  would  thi"ow  the  economy  into  a 
tailspin.  Only  after  the  Hebron  deal  did 
business  warm  up  to  Netanyahu. 

Some  analysts  worry  that  Netanyahu 
has  surrounded  himself  with  yes-men. 
But  he  is  proving  he  can  get  things  done. 
With  Finance  Minister  Dan  Meridor,  once 
a  rival  for  leadership  of  the  Likud  Party, 
he  pushed  through  .$2  billion  in  budget 
cut.s — Israel's  biggest  ever — in  January. 
Meridor  designed  Israel's  trade  liberal- 
ization in  the  late  1980s.  As  a  result,  in 
the  past  seven  years,  the  economy  has 
gi'own  an  average  6%,  with  exports  in- 
creasing 7%  a  year.  Now,  Meridor  aims 


COMPETITION 


rkets  in  long-distance  telephone  service  this  year 
al  phone  service  in  1998;  boost  competition  in 
ul  transportation.  The  goal:  creation  of  a  high- 
igh-tech  economy. 


TRADERS:  Stocks  soar  as  the  economy  grows  at  6%  a  year 


CAPITAL  MARKETS 

Futher  liberalize  financial  markets  and  make  shekel  fully 
convertible  by  2000  to  boost  Israel  as  international  and 
Middle  Eastern  financial  hub. 

DATA:  BUSINESS  WEEK 
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to  cut  red  tape  impeding  cross-boi'der 
trade  between  Israelis  and  Ai'abs. 

As  he  works  to  carry  out  his  plans, 
Netanyahu  will  be  steering  through 
minefields.  Although  the  Hebron  Ac- 
cord proved  that  the  peace  process  is 
alive,  further  progress  will  not  come 
easily.  He  also  must  overcome  skepti- 
cism about  his  economic  effort.  "By  the 
year  2000  Netanyahu  will  not  have  sub- 


stantially reduced  the  government's 
share  of  the  economy,"  argues  Tel- Aviv 
University  economist  Haim  Ben-Shahar. 

No  way,  Netanyahu  rephes.  While  he 
admits  that  reality  checks  may  temper 
his  economic  plans,  there  is  no  doubting 
his  will  to  make  a  lasting  mark.  When 
close  friend  Rolando  Eisen  telephoned 
the  Prime  Minister  to  congi-atulate  him 
on  the  Hebron  Accord,  Netanyahu's  i-e- 


sponse  was  telUng.  "He  said,  'Now  b 
what  I'm  going  to  do  to  the  econoii, 
recalls  Eisen,  who  gave  Netanya! 
job  marketing  fiuTiiture  when  the  yi  . 
MIT  gi-ad  returned  to  Israel  in  the  Uijfe 
In  today's  Middle  East,  Netanyiv 
seems  convinced  that  peace  and  p  : 
perity  must  go  together. 

By  John  Rossant  in  Davos  and  ?ti 
Sandler  in  Jerusalem 


A  TALK  WITH  BENJAMIN  NETANYAHU 


Israeli  Prime  Minister  Benjamin  Ne- 
tanyahti  took  a  break  from  a  busy 
schedule  of  high-level  political  and 
business  meetings  in  Davos,  Switzer- 
layid,  to  talk  to  business  week  Editor- 
in-Chief  Stephen  B.  Sliepard  and  Mid- 
dle East  Correspondent  John  Rossant. 
Here  are  some  excerpts  from  the  in- 
terview: 

Q:  Wliat  is  your  vision  for  Israel's 
economy? 

A:  This  is  pi-obably  the  fu'st  time  in 
Israel's  history  that  you 
have  a  Prime  Minister 
who  is  genuinely  commit- 
ted to  fi'ee  markets  as  a 
No.  1  priority.  And  this  is 
coming  at  a  time  when  Is- 
rael is  making  a  techno- 
logical leap.  We're  not 
built  for  low-knowledge, 
high-disciphne  industries; 
we're  made  for  high- 
knowledge,  low-disciphne 

industries  Changing 

production  and  marketing 
because  of  the  computer 
revolution  fit  the  Israeli 
workforce  like  a  hand  in 
glove  Israel  is  the  Sili- 
con Valley  of  the  Eastern 
Hemisphere  The  only  things  hold- 
ing us  back  are  the  concentration  in 
the  economy  and  the  anachronistic 
socialist  restraints  that  have  to  be 
discarded. 

Q:  How  quickly  can  Israel  grow? 
A:  We  can  double  gross  domestic 
product  per  capita  in  10  to  12  years. 
But  that  will  more  than  double  the 
economy,  because  the  population  will 
grow  because  of  immigTation.  I  ex- 
pect to  see  immigration  not  only 
from  most  of  the  remaining  [Jewish] 
population  of  the  former  Soviet 
Union,  but  as  income  levels  rise, 
Jews  fi-om  Western  countries  will 


start  immigi'ating  to  Israel  to  im- 
prove their  economic  lot.  Don't  laugh. 
It's  ah-eady  happening  from  parts  of 
England. 

Q:  Aren't  there  limits  to  growth  in 
such  a  small  land? 
A:  What  we  have  to  do  is  increase 
the  supply  of  knowledge  workers. 
Our  high-technology  industries  need 
an  infusion  of  15,000  high-quality 
technologists,  programmers,  and  so 
on.  I  talked  to  [Palestinian  leader] 


NEW  GOAL:  "I'd  like  a  resumption  of  talks  with 


Arafat  and  [Egyptian  President] 
Mubarak  about  ways  we  can  use 
Egypt's  university  population.  The 
assumption  that  the  Middle  East  di- 
vides into  high-tech  Israel  and  low- 
tech  Arabs  may  generally  be  true, 
but  it  doesn't  have  to  always  be  tine. 

Q:  What  hopes  do  you  have  for  re- 
gional econom  ic  integration  ? 
A:  I  think  you  have  three  economies 
in  the  Middle  East.  The  have-nots, 
who  have  nothing.  Then  the  haves 
who  have  oil,  basically  a  single-crop 
economy,  and  Israel,  which  is  in- 
creasingly a  postindustrial  econo- 
my  In  a  paradoxical  way,  it's  the 

have-nots  who  can  make  the  greatest 


progress.  They  have  no  choice  but  t( 
reform. 

Q:  How  does  the  peace  process  play 
into  this  situation? 
A:  Peace  will  enable  the  reduction  o 
some  armaments  [expenditures],  but 
not  that  much.  The  major  effect 
would  be  to  create  a  better  climate 
for  investment.  As  we  have  peace, 
Israel's  iabor-mtensive  industries,  to 
the  extent  we  have  any,  are  moving 
to  the  [surrounding  Ai-ab]  neighbor- 
hood. The  next  element  is 
whether  we  can  find  a 
way  to  involve  these 
economies  in  [our]  high- 
tech growth.  I  think  some 
of  that  will  happen. 

Q:  You  talk  about  Israel 
(IS  such  a  wealthy  state. 
Does  this  mean  you  mil 
be  asking  for  a  reduction 
in  aid? 

A:  No,  I'm  not.  Because 
I've  said  to  Congress  that 
I  intend  to  begin  this 
l)rocess  of  drawing  down 
I  lur  financial  aid  by  the 

end  of  this  teirn  Obvi 

ously,  the  fu'st  year  when  you  go 
through  horrendous  budget  cuts, 
that's  not  exactly  the  time.  Secondly 
I  never  talked  about  defense,  be- 
cause the  defense  burdens  of  Israel 
are  enormous. 

Q:  What's  the  next  big  step  in  the 
peace  process? 

A:  I'd  hke  to  see  a  resumption  of 
talks  with  Syiia  but  I  can't  guaran- 
tee it  I  don't  think  Syria  can  staj 

the  odd  man  out  indefinitely.  Remen 
ber,  the  Syrian  economy  is  backwarc 
For  them  peace  would  give  bene- 
fits  But  if  they  don't  want  peace, 

pressure  won't  help.  You  can't  force 
a  country  to  make  peace. 
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International  Business 


TAIWAN 


A  RADIOACTIVE 
HOT  POTATO 

Taiwan's  nuke-waste  problem  becomes  power  politics 


Taiwan  easily  disposed  of  the  envi- 
ronmentalists who  were  protesting 
its  agi-eement  to  ship  nuclear  waste 
to  North  Korea.  The  local  authorities 
charged  the  protesters,  who  had  trav- 
eled to  the  island  from  South  Korea, 
with  violating  their  visas.  Then  they 
put  them  on  a  plane  before  they  could 
start  a  planned  hunger  strike.  No  pro- 
testers, no  protest.  Crisis  averted. 

If  only  handling  the  whole  nuclear 
waste  issue  were  so  easy.  The  entire 
region  is  wrestling  with  the  problem, 
yet  Taiwan  is  in  an  especially  bad  spot. 
In  trying  to  find  a  storage  site,  Taipei 
has  enmeshed  itself  in  an  envii'onmental 
and  diplomatic  mess  involving  China 
and  both  Koreas.  If  it  does  not  find 
a  smart  solution,  it  risks  worsening  re- 
lations with  some  powerful  "i^^ii" 
neighbors. 

Taiwan  needs  to  store  its 
low-level  nuclear  waste  now  and 
dispose  of  more  dangerous 
waste  within  10  years.  "If  we 
can  ship  60,000  dnims  to  North 
Korea,  we  can  relieve  the  pres 
sure,"  says  Chen  Fang-hsien,  di 


to  ship  waste  to  the  Marshall  Islands. 

Then  China  growled.  Beijing  officials 
want  China  to  handle  Taiwan's  nuclear 
waste  as  part  of  a  strategy  to  force  the 
island  into  closer  cooperation.  "China 
discouraged  the  Marshall  Islands  from 
doing  any  business  with  Taiwan,"  says 
Chung  Chien,  a  nucleai-  physicist  at  Na- 
tional Tfeing  Hua  University  who  advis- 
es the  Taiwan  government  on  nuclear 
issues.  "China  killed  all  three  deals  to- 
gether because  Taiwan  was  involved." 
For  its  part,  Taiwan  remains  wary  of 
depending  on  China  for  a  solution  to 
the  waste  issue. 

China's  intervention  left  Taipower  of- 
ficials in  a  dilemma.  Taiwan  has  urged 
Russia  to  end  its  ban  on  imported 
waste,  but  nothing  has  come  of  that 


FOUR-HANDED  POKER 

THE  PROBLEM  Low-level  waste,  generated  by  nuclear 
plants  on  Taiwan,  needs  burial  now.  High-level  waste 
will  be  an  issue  in  10  years. 


SHORT  STAY:  South  Korean  proteste 
got  a  quick  boot  off  the  island 

yet.  Meanwhile,  Taipower  is  looking  !• 
several  sites  in  Taiwan,  but  it  faces  st  ' 
opposition  from  local  environmentalis 
So  when  the  North  Koreans  contact 
Taiwan  to  suggest  a  deal,  the  Taiwane 
were  ready  to  hsten. 

The  North  Koreans  will  let  Taipow 
ship  them  60,000  barrels  of  contamin; 
ed  clothing,  gloves,  and  the  hke.  A 
other  140,000  barrels  may  folio 
Taipower  officials  won't  disclose  tern 
but  a  source  familiar  with  the  deal  sa 
Pyongyang  would  get  around  $1,090 
barrel,  or  as  much  as  $218  milUon- 
huge  sum  for  the  North  Koreans. 

If  Taiwan  succeeds  in  this  gambit, 
would  be  a  victory  of  sorts  against  C"l 
na.  Taiwan  and  North  Korea  recent 
opened  representative  trade  offices 
each  others'  capitals.  Ties  with  Pyon 
yang  would  give  Taipei  an  importa 
strategic  connection  on  China's  nort 
em  border,  mirroring  Taiwan's  steac 
courtship  of  Hanoi,  to  the  south. 
WASTE  BLOCKADE?  But  this  prospe 
has  triggered  a  diplomatic  assault  fro 
Seoul.  South  Korean  officials  have  visib 
Taipei  to  make  their  case,  and  Seoul 
even  contemplating  a  naval  blockade  ' 
any  waste  shipments.  Policymakers  the 
say  North  Korea  is  not  capable  of  ha 
dling  the  waste.  They  also  oppose  ai 
initiative  that  gives  North  Korea  fund 
Taipower  officials  say  North  Kon 
has  10  years'  experience  operating  6; 
perimental  reactors  and  disposing  \ 
waste.  They  insist  the  transfer  wouj 
confomi  to  international  standards,  b' 
the  South  Koreans  are  hardly  mollifie 
"This  deal  is  a  new  kind  of  environme 
tal  ten'orism  disguised  as  a  legal  busine 
activity,"  said  Cho  Won  Myung,  assi 
tant  representative  at  the  South  Korej 
Mission  in  Taipei.  Meanwhile,  the  U. 
has  remained  aloof,  despite  Seoul's  desi 
for  an  official  condemnation.  The  Ti 
wanese  think  the  U.  S.  would  secret 
welcome  the  deal,  which  provides  an  0 
portunity  to  gain  insights  in 
North  Korea's  nuke  program. 

It's  a  hornet's  nest.  Ai 
though  other  nations  in  the  r 
gion  may  publicly  disapprov 
countries  such  as  South  Kor< 
and  Japan  know  they  haM 
their  own  disposal  problem 
which  could  trigger  simil 


THE  PROPOSAL  Ship  60,000  barrels  of  the  stuff 
to  North  Korea  for  an  estimated  fee  of  $218  million. 

rector  of  waste  management  at     Sh^P^.^.^^^.^U^OjOOO^    diplomatic  dustupslf  they  mi 

THE  OPPOSITION  South  Korea  is  protesting  furious- 
ly, and  China  does  not  want  Taiwan  pursuing  its  own 
disposal  program. 


utility  Taipower.  It's  not  the  fii-st 
effort  to  find  a  solution.  Two 
years  ago,  Taiwanese,  South  Ko- 
rean, and  Japanese  olBciaLs  were 
all  negotiating  separate  deals 
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handle  them.  Nuclear  was 
will  dog  the  governments 
East  Asia  for  years  to  come 
By  Jonathan  Moo 
in  Taip 
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IRAZIL:  CARDOSO  MAY  GET  THE  TIME 
0  WORK  HIS  MAGIC 


^baking  up  Brazil's  state-dominated  economy  is  rather 
kiike  wrestling  an  octopus  in  the  dark.  But  the  odds  that 
"reformist  President  Fernando  Henrique  Cardoso  can 
:ceed  are  improving  dramatically.  He  corralled  enough 
,es  in  the  fractious  Chamber  of  Deputies  on  Jan.  28  to 
nch  a  constitutional  amendment  that  would  allow  him  to 
1  for  a  second  four-year  term  in  1998. 
Foreign  investors  and  local  business  leaders  are  dehghted 
it  the  popular  President,  who  scores  60%  approval  ratings 
ong  voters,  is  likely  to  be  in  office  for  an- 
ler  six  years.  They  beUeve  Cardoso  and  his 
iter-left  Social  Democratic  Party  are  Brazil's 
;t  bet  to  assure  economic  stability  and  ignite 
g-term  gi'owth.  "Other  potential  presidential 
ididates  don't  have  Cardoso's  commitment 
reform,"  says  Antonio  Luis  de  Castro,  head 
nvestment  analysis  at  Citibank  in  Sao  Paulo. 
The  stakes  are  huge.  With  160  million  peo- 

and  an  estimated  $760  billion  gi'oss  do- 
stic  product,  Brazil  is  by  far  the  largest 
rket  in  Latin  America.  A  robust,  open 
izil  could  be  a  launchpad  for  investments  in 

whole  region.  First,  though,  Cardoso  has 
deliver  on  his  promises  to  puncture  the 
ated  public  sector,  redraw  inefficient  so- 

security  and  tax  systems,  and  privatize  or 
ow  open  to  foreign  competition  key  indus- 
'S  from  telecom  to  mining. 

iASY.  Brazil's  President  has  notched  up  some  notable 
nomic  gains  since  he  came  to  power  on  Jan.  1,  1995. 
,  Real  Plan  slashed  annual  inflation  rates  to  10%,  the 
est  since  the  1950s,  and  spurred  a  wave  of  $15  billion  of 
3ign  investment  during  his  fu'st  two  years  in  office.  And 
re's  more  to  come.  Auto  makers  General  Motors  Corp. 
;  Ford  Motor  Co.,  for  instance,  plan  investments  totaling 
billion  through  2000. 

Ul  the  same,  Cardoso  isn't  home  free.  Investors  are  get- 


CARDOSO 


ting  queasy  about  Brazil's  budget  deficit,  now  4.5%  of  gdp. 
And  his  bolder  stnictural  reforms  have  stalled  in  Congi-ess, 
blocked  by  politicians  eager  to  keep  tight  hold  of  their  priv- 
ileges and  pork  baiTels.  Critics  say  Cai'doso  hasn't  pushed  leg- 
islators hard  enough.  But  he  can't  afford  to  ride  roughshod 
over  them.  The  constitutional  amendment  must  be  approved 
again  in  the  Chamber  and  also  pass  the  Senate  twice. 

To  guarantee  support,  Cardoso  may  have  to  offer  Cabinet 
posts  to  opposition  parties.  And  he  will  probably  need  to 
divert  some  revenues  from  the  delayed  priva- 
tization of  $10  billion  mining  conglomerate 
Companhfa  Vale  do  Rio  Doce  (cvrd)  to  the 
six  states  where  the  company  operates. 

Fortunately  for  Cardoso,  some  refoiTns  with 
potential  big  payoffs  are  in  the  pipeline.  The 
cellulai'  phone  mai'ket,  for  instance,  is  scheduled 
to  open  to  foreign  competition  by  the  end  of 
1997.  It  is  the  first  step  in  the  gi-adual  privati- 
zation of  Brazil's  mammoth  telecommunications 
system.  This  measure  alone,  says  the  govern- 
ment, could  open  the  floodgates  for  massive 
investments  in  the  industiy,  totaling  as  much  as 
•SlOO  biUion  over  the  next  seven  years. 

Cash  is  starting  to  roll  in.  Motorola  Inc.  be- 
gan making  cell  phones  in  Br-azil  last  year  and 
plans  to  open  two  more  plants  in  1997.  "With 
economic  stability  and  the  opening  of  the  mar- 
ket,  the  conditions  today  ai'e  favorable  for  us  to 
invest,"  says  Flavio  Grynszpan,  president  of  Motorola  do 
Brasil.  "We're  committed  to  Brazil  for  the  long  term." 

Endorsements  of  that  sort  are  turning  Cardoso  from  a 
lame  duck  to  a  ft'ontmnner  in  just  a  few  weeks.  He  now  has 
a  chance  to  move  his  program  ahead  before  the  political 
system  grinds  to  a  halt  for  the  1998  campaign.  With  his 
broad  public  support  as  leverage  to  push  the  reforms  in 
Congress,  Cardoso  has  nothing  to  lose. 

By  Ian  Katz  in  Sao  Paulo 
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GLOBAL  WRAPUP 


>NKS  ROLL  IN  TURKEY 

Political  tensions  are  riding  high  in 
irkey  as  top  generals  react  to  what 
ey  see  as  assaults  by  Islamic  par- 
5S  on  the  country's  traditional  secu- 
r  society.  Istanbul's  stock  market 
■opped  7.5%  on  Feb.  4  amid  coup 
imors  as  tanks  rolled  into  the  Sincan 
:burb  of  Ankara.  The  show  of  force 
flowed  an  incident  there  two  days 
rlier.  The  local  mayor,  a  member  of 
e  pro-Islamic  Refah,  or  Welfare 
irty,  had  staged  a  ceremony  at 
hich  an  Iranian  diplomat  urged  the 


application  of  Islamic  laws  in  Turkey. 

Political  analysts  don't  believe  a 
coup  is  imminent,  despite  the  saber 
ratthng.  Instead,  they  say,  the  gener- 
als ai'e  working  behind  the  scenes  to 
topple  Refah  Prime  Minister  Necmet- 
tin  Ei'bakan  by  urging  his  partner,  the 
Tr'ue  Path  Party,  to  quit  his  coalition. 
The  tactic  is  risky:  It  could  force  early 
elections  in  which  Refah  emerges 
stronger  rather  than  weaker 

COLD  COMFORT  IN  TOKYO 

►  Japan's  moribund  real  estate  mar- 
ket received  a  bit  of  a  boost  when  a 


Feb.  3  land  auction  in  central  Tokyo 
yielded  a  better-than-expected  price. 
The  government  sold  off  a  13-acre 
railroad  freight  yard  called  Shiodome, 
near  the  Ginza  shopping  area,  to  a 
group  of  corporate  investors  for  about 
$3  biflion. 

It  was  cold  comfort,  though,  as  the 
property  was  valued  at  about  10  times 
as  much  during  the  late-'80s  boom. 
Commercial  real  estate  prices  have 
plummeted  nearly  80%  since  1992,  and 
analysts  expect  fiirther  declines  of 
15%  before  the  dismal  market  finally 
hits  bottom. 
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UNIONS 


SWEENEYS 
BLITZ 


He  wants  to  turn 
labor  into  a  lean, 
mean  recruiting 
machine 

It's  7:80  on  a  cool  December  evening 
in  Las  Vegas,  and  150  off-duty  hotel 
maids,  cooks,  and  bellhops  are  wait- 
ing for  their  monthly  union  meeting 
to  stall.  It  has  been  a  long  day  working 
in  the  big  casino  hotels,  but  still  the 
room  buzzes  with  energy.  One  by  one,  a 
dozen  or  so  members  recount  their  suc- 
cess in  recruiting  2,700  new  colleagues 
at  the  M(;m  Grand,  the  world's  largest 
hotel.  After  a  three-year  campaign  of 
street  demos,  mass  arrests,  and  attacks 
on  the  company's  business  record  that 
members  say  helped  oust  the  stridently 
anti-labor  ceo  in  1995,  M(;m  Grand  rec- 
ognized the  union  in  mid-November 
without  an  election.  Another  group  re- 
ports on  the  victory  at  New  York  New 
York,  a  new  hotel  that  acceded  to  imion- 
ization  of  900  workers. 

Such  victories  have  turned  Local  226 
of  the  Hotel  Employees  &  Restaurant 
Employees  into  one  of  the  country's 
fastest-grovdng  local  unions.  The  local's 


ranks  have  doubled  in  the  past  decade, 
to  40,000  members,  and  it  now  repre- 
sents virtually  every  major  hotel  in 
town.  Much  of  the  success  Ues  with  the 
spirited  rank  and  file.  As  the  meeting 
ends,  the  crowd,  largely  black  and  His- 
panic women,  jumps  to  its  feet,  clap- 
ping to  a  vigorous  crescendo,  shouting 
"Unions,  yes."  Some  members  gather 
the  next  morning — on  their  day  off — 
to  sign  up  recruits  outside  the  New 
York  New  York  hiring  office.  Says 
Edelisa  Wolf,  an  $11.25-an-hour  wait- 
ress at  the  MOM  Grand:  "I  spend  a  day  a 
week  volunteering  for  the  union  because 
otherwise,  we  would  earn  $7.50  an  hour 
and  no  benefits." 

FED  UP.  Since  John  J.  Sweeney  took 
over  as  president  of  the  afl-cio  in  1995, 
the  slumbering  labor  movement  has 
been  shovdng  remarkable  signs  of  life. 
Thrust  reluctantly  into  labor's  top  post 
by  union  leaders  fed  up  vdth  the  inertia 
of  former  President  Lane  Kirkland, 
Sweeney  is  shaking  things  up.  The  61- 
year-old  New  Yorker  was  president  of 
the  Service  Employees  International 
Union  (SEiu)  for  15  years,  during  which 
time  he  doubled  membership,  to  1.1  mil- 
lion. His  formula:  a  combination  of  in- 
your-face  activism  and  a  single-minded 
focus  on  recruitment. 

Now,  after  15  months  on  the  job, 
Sweeney  is  whipping  up  a  whirlwind  of 


Labor's 

New 

Activism 

How  unions  are 
liopitifi  to  boost 
grfupft/bership 


AFL-CIO 

Spending  a  third  of 
its  $95  million 
annual  budget  on 
organizing, 
coordinating 
concurrent  multi- 
union  membership 
drives,  and  helping 
its  members 
restructure. 


activity  as  he  tries  to  apply  tliis  fo 
mula  to  the  afl-cio  and  its  78  mei 
ber  unions.  He  and  the  new  breed  of 
ficials  he  has  brought  into  the  federatic 
are  out  stimiping,  caUing  for  a  new  foci 
on  low-wage  sei-vice  workers,  partic 
larly  minorities  and  women.  Sweem 
also  pushes  union  leaders  to  nurtu] 
rank  and  filers,  like  hotel  worker  Wo 
to  become  ambassadors  to  unorganizi 
employees.  Sweeney  and  his  new  org 
nizing  director,  Richard  Bensinger,  evi 
urge  unions  to  ditch  formal  election 
instead  opting  for  aggressive  campaigi 
to  force  employers  into  recognizir 
unions  after  a  majority  of  employee  si| 
natures  have  been  collected. 

Most  of  all,  Sweeney  wants  lab( 
leaders  to  pour  everything  they  can  in 
membership  grovvlh.  He  shifted  a  thii 
of  the  SEiu's  budget  into  organizing- 
and  he  has  done  the  same  at  the  af: 
CIO.  By  contrast,  most  unions  havT 
spent  a  mere  3%  or  so  in  receil 
decades,  letting  recruitment  languish  i 
they  struggled  to  defend  current  men 
bers.  To  achieve  tliis  change,  Sweeney 
urging  unions  to  embark  on  wholesaj 
restructurings  similar  to  those  of  Coi 
porate  America — from  staff  layoffs 
performance  standards.  "We  have 
change  every  level  of  our  structure 
says  Sweeney.  "If  we  do,  labor  uniori 
will  grow  again." 

Labor's  new  activism  is  just  gettin 
under  way  at  many  unions,  so  it's  to 
soon  to  gauge  its  success.  In  fact,  unioi 
membership  shpped  by  100,000  in  199< 
to  16.8  million.  Still,  early  efforts  seem  t 
be  bearing  fruit.  The  United  Farri 
Workers  (UFW)  shifted  40%  of  its  r(i 
sources  into  organizing  and  won  13  ele(: 
tions  in  a  row  and  thousands  of  net ' 
members.  The  Teamsters'  aggressive  nf 
cruitment  stopped  its  decline  last  year  » 
they  scored  victories  at  companies  sue 
as  Overnite  Transportation  Co.,  whic 
had  fended  off  the  union  for  decade: 
And  the  United  Food  &  Commerci; 


FARM 
WORKERS 

Shifted  from  boy- 
cotts to  visiting 
workers  in  the 
fields,  talk  shows  on 
a  union-owned  radio 
network,  and  links 
with  church  and 
community  groups. 
At  20,000,  growing 
20%  a  year. 


FOOD  ft  COMMERCIAL 
WORKERS 

Organized  70,000 
new  members  last 
year — more  than 
any  other  union — 


by  forcing  emip^ 
ers  to  stay  net|8; 
in  unionizatioi' 
drives  mounteiv 
out  federally  sib 
vised  elections 
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rkers  recruited  70,0U0  members  in 
16  in  representation  drives  mounted 
hout  grueling  formal  elections. 
Jverall,  unions  win  73%  of  elections 
en  they  use  rank-and-file  campaigns, 
just  27%  when  they  rely  on  profes- 
lal  organizers,  according  to  studies  by 
rnell  University  labor  researcher 
te  Bronfenbrenner.  "There's  clearly 
'ay  to  organize  that  works,"  she  says. 
)ther  unions  are  heeding  the  lesson, 
it  month,  the  United  Steelworkers 
nched  their  first  systematic  effort  to 
n  up  the  entire  minimill  industry, 
ich  is  only  half  unionized.  The  United 
to  Workers  is  going  after  the  auto- 
ts  industry,  long  a  less-unionized 
sin  to  the  Big  Three.  And  this 


month,  15  building  trades  unions  are 
mounting  an  ambitious  effort  to  organize 
Las  Vegas  constmction  worker's — a  joint 
effort  most  unions  shun.  Sweeney  will 
visit  the  gambling  mecca  mid-month  to 
trumpet  labor's  recent  victories.  "We 
have  to  make  these  campaigns  exam- 
ples of  how  aggi'essive  labor  is  going 
to  be  nationally,"  Sweeney  says.  He 
plans  to  float  the  idea  of  a  .$60  million  tv 
advertising  campaign  to  market  unions 
to  the  pubUc  when  the  afl-cio  execu- 
tive council  meets  in  Los  Angeles  start- 
ing on  Feb.  16. 

Sweeney's  comeback  strategy  may 
mark  a  turning  point  for  labor.  While 
unions'  shai"e  of  the  workforce  peaked  at 
36%  in  1945,  membership  continued  to 


FRESH  FOCUS 

Sweeney  wants  to  concen- 
trate on  recruiting  low-paid 
service  workers,  particularly 
women  and  minorities 

chmb  until  1978,  though  not  enough  to 
maintain  market  share.  Since  then,  em- 
ployer opposition,  globalization,  and  the 
growth  of  services  have  sliced  their 
share  to  14.5%  (chart,  page  58). 

Today,  though,  workers  may  be  recep- 
tive to  labor's  renewed  message,  coming 
as  it  does  after  two  decades  of  wage 
stagnation  and  heightened  inequality.  In 


RMENT 
RKERS 

erged 
tped 
ig  50%, 
new  mem- 
he  South. 

lORERS 

ns joint 
s  with 
rs  to  train 


and  market  skilled 
workers  to  contrac- 
tors. Hiked  its 
recruitment  spend- 
ing fivefold. 

OIL  &  CHEMICAL 
WORKERS 

Set  up  organizing 
unit,  boosting 
spending  from  1%  to 
11%  of  budget,  and 
is  training  hundreds 


of  members  in 
recruitment. 

SERVICE 
EMPLOYEES 

The  country's 
fastest-growing 
national  union  aims 
to  triple  its  growth 
rate  by  pushing 
locals  to  spend  20% 
of  their  budgets  on 
recruitment. 


STATE  &  COUNTY 
EMPLOYEES 

Regional  councils 
have  shifted  $5  mil- 
lion a  year  from 
I  their  budgets  to 
recruitment. 

STEELWORKERS 

Winning  more  elec- 
tions with  rank-and- 
file  organizers,  it 


wants  to  unionize 
all  minimills. 

TEAMSTERS 

Spearheading 
national  drives,  the 
union  is  training  its 
locals  to  organize. 
So  far,  34  locals 
have  agreed  to 
boost  recruitment 
spending. 
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the  1980s,  for  example,  the  10-year  av- 
erage eaiTiings  of  the  bottom  fifth  of  male 
wage-earners  plunged  by  34%.  Now, 
more  than  half  of  families  say  two  mem- 
bers must  work  to  make  ends  meet.  And 
constant  downsizing  has  chewed  away 
at  pay  and  job  stability,  even  among  pro- 
fessionals. "Coiporate  America  is  doing  a 
lot  of  restiTJctuiing  to  become  competi- 
tive, and  unions  are  trying  to  capitalize 
on  that  fear,"  says  James  D.  Douglas, 
president  of  Union  Pacific  Coip.'s  Over- 
nite,  the  country's  fifth-largest  tracker, 
where  Teamsters  have  unionized  16%  of 
12,000  employees  since  1995. 

If  unions  do  regain  power.  Corporate 
America  is  certain  to  feel  the  squeeze. 
With  just  a  tenth  of  pinvate-sector  em- 
ployees in  unions  today,  most  employers 
have  had  a  li'ee  hand  to  hold  down  labor 
costs.  Reunionization  would  force  up 
pay  and  benefits,  which  typically  are 
20%  higher  among  union  members.  Yet 
today's  competitive  pressures  make  it 
hard  to  pass  along  the  increase  to  con- 
sumers, so  profits  and  stock  gains  could 
get  dented. 

Of  course,  labor's  renaissance  is  by 
no  means  assured.  Sweeney's  failed  at- 
tempt to  help  Democrats  retake  Con- 
gress in  1996  damaged  the  robust  image 
he's  trying  to  create  for  unions  and  led 
to  Republican  vows  to  curb  labor's 
spending  on  politics.  Globalization  and 
the  growth  of  sei'vices,  too,  will  contin- 
ue. Employers  still  have  the  upper  hand 
in  most  unionization  battles.  And 
Sweeney's  combative  tactics  could  back- 
fii'e.  "Ultimately,  he  will  lose  the  support 
of  working  Americans  with  his  extreme 
approach,"  says  Keith  Sherman,  labor 
relations  head  at  Vencor  Inc.,  a  60,000- 
employee  nursing-home  chain  based  in 
Louisville  that  has  battled  the  seili. 
NOLIMO.  Sweeney  couldn't  be  a  more 
unlikely  fii-ebrand.  A  pudgy,  unassimiing 
man  who  rarely  gets  excited,  he's  no 
orator  in  the  style  of  fomner  mine  work- 
er John  L.  Lewis.  His  strength  lies  in 
finding  top-notch  activists  and  channel- 
ing their  energy  into  the  union.  Nor  is 
Sweeney  a  flamboyant  figure  who  at- 
tracts attention.  He  grew  up  in 
the  Bronx,  the  son  of  a  unionized 
bus  driver  and  a  maid.  He  and  his 
wife,  Maiu'een,  who  have  a  son  and 
a  daughter  in  their  twenties,  are 
active  in  Catholic  and  Irish  circles 
and  regularly  attend  church  din- 
ners and  functions.  They  live  in  a 
plain  suburban  house  in  Bethesda, 
Md.,  and  Sweeney  tyiMcally  drives 
himself  to  and  from  work  in  a 
Chrysler  lhs. 

Despite  his  homespun  image, 
Sweeney  is  more  media-savvy  and 


able  to  stir  up  crowds 
than  the  curmudgeonly 
Kirkland.  But  his  primary 
aim  is  to  act  as  a  catalyst 
for  unions.  To  set  an  ex- 
ample, he  retired  or  fired 
about  a  fifth  of  the  feder- 
ation's 450  staffers.  He 
slashed  departments  in 
the  sleepy  bureaucracy, 
restructured  others  to  fo- 
cus on  organizing,  and  set 
up  new  ones  to  help 
unions  wage  pressure 
campaigns  against  corpo- 
rations, foster  employee 
ownersliip,  and  wield  pen- 
sion power  on  Wall  Street. 

Sweeney  also  hopes  to  spur  broad- 
based  organizing.  The  AFL-CIO  is  putting 
up  .$10  million  to  match  new  union  funds 
for  recmitment  drives  that  involve  sev- 
ei'al  unions  or  encompass  a  city  or  in- 
dustry. In  December,  with  federation 
help,  thi'ee  unions  put  aside  a  histoiy  of 
turf  wars  to  jointly  organize  35,000 
Maryland  state  employees.  The  AFL-rio 
is  helping  the  Farm  Workers  target  all 
20,000  workers  in  the  West  Coast  straw- 
berry industry.  And  it's  sinking  some 
.$2  million  into  the  Las  Vegas  campaigns 


SUCCESS  STORIES 

Newly  uni(3nized 
workers  range  fron 
kitchen  help  in  Las 
Vegas  hotels  to 
asbestos  clean-up 
crews  on  the 
streets  of  New  York 

K 

by  the  building  trades  anh 
the  SEiu.  which  is  pursu?: 
ing  the  city's  health-cari  i 
mdustry. 

Siiii,  l.iiid}-  has  yet  to  plow  all  its  n 
sources  into  revival.  Organizing  honch 
Bensinger  argues  that  unions  are  partli :. 
responsible  for  their  own  decline:  Rtl  ," 
cruiting  efforts  ciounpled  when  employeji; 
opposition  soared  in  the  early  1980s.  Ipi 
the  1930s,  unions  devoted  up  to  50%  Q': 
their  resources  to  recruitment.  Toda;i  ? 
the  3%  most  unions  spend  fimds  3,00 
elections  a  year,  vs.  nearly  8,000  in  1971 
when  the  workforce  was  a  thii'd  smalle 

Yet  unions  still  have  the  wherewith  ■ 
al  for  a  comeback.  Collectively,  the  ar|  i. 
nual  income  of  the  country's  unions  tc 
tals    only    $5  billior 


CAN  UNIONS  REVERSE  THE  SLIDE? 


mostly   from   membe  t> 
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UNION  MEMBERS  AS  A 

r  PERCENT  OF  WAGE  AND  - 

^SALARY  EMPLOYEES 

UNION 
MEMBERSHIP 


V  '85 
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75 
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DATA:  FLORIDA  STATE  UNIVERSITY,  BUREAU  Of  LABOR  STATISTICS 


dues,  according  to 
forthcoming  book  b; 
University  of  Pittsburgj 
business  professor  Maij' 
ick  F.  Masters.  Their  ir 
come  has  lagged  inflatio 
by  20%.  since  its  198 
peak.  Still,  committing  j 
third  to  organizin 
would  hike  recruitmen 
spending  dramatically,  ti 
$1.65  billion  a  year.  A 
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▼  MITSUBISHI 
jrm  MOTORS 

_  Built  For  Living™ 


Arthur  Andersen's 

Global  Conference  for  Business  Executives  and  Educators 
LEARNING  FOR  THE  list  CENTURY 

April  9 -11, 1997,  St.  Charles,  lUinpis 


■  Understand  the  co-evolution  of  schools,  higher-education  and 
business  training  toward  a  self-directed,  lite-long  learning  system. 

■  Interact  with  thought  leaders: 

•  Peter  Drucker  -  Father  of  Modern  Management 

•  Morton  Egol  -  Director  of  Arthur  Andersen's  School  of  the  Future 

•  Charles  Handy  -  Author  of  The  Age  of  Paradox 

•  Peter  Senge  -  Author  of  The  Fifth  Discipline 

•  Hirotaka  Takeuchi  -  Author  of  The  Knowledge-Creating  Company 

•  Margaret  Wheatley  -  Author  of  Leadership  and  the  New  Science 

•  Benjamin  Zander  -  Conductor  of  the  Boston  Philharmonic  Orchestra 

■  Visit  the  Arthur  Andersen  Community  Learning  Center 

via  interachve  videoconference  with  facilitators  and  learners.  This  modem 
version  of  the  one-room  schoolhouse  for  mulHage,  self-directed  learners  is 
evolving  tovv'ards  a  learning  environment  for  all  ages. 

■  Participate  in  workshops  on  Global  Best  Practices  for  learning  in 
schools,  higher-education  and  business. 

For  registration  information,  call  630-444-4987 
or  fax  your  address  to  630-444-4975 


Will  the  tvajTanty  expire 
on  the  truck  ride  over? 


Just  How  Worried  Are 

You  About  Choosing 
THE  Right  Business  PC? 

Picking  a  PC  for  your  company  raises  a  lot 
of  questions.  Questions  that  we  can  answer. 
To  see  why  HP  PCs  make  good  business 
sense,  call  us  at  800-322-HPPC,  Ext.  1876* 
Or  visit  http://www.hp. com/go/vectr-a. 


FROM  SJ^JJQ^ 


'in  Canada,  call  1-800-387-3867  'Starting  U  S  street  pnce  tor  HP  Vertra  VE3.  Monitor  not  included  TVie  Intel  Inside  logo  and  Pentium  are  registered  trademarlis  ot  Intel  Corporation.  ©1996  Hewlett-Packard  Company  PP6431 


Will  they  be  outdated 
before  the  check  clears? 
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short  of  infrequent  formal  arbitrations. 
The  local  liiked  i-ecniitment  spending  to 
half  its  budget.  "A  union  has  to 
be  something  you  do,  not  something 
you  pay  someone  else  to  do  for  you," 
says  Tom  Woodruff,  Local  1199's  presi- 
dent before  becoming  seiu's  Organizing 
Director. 

The  new  zeal  is  not  shared  by  all 
unionists.  Some  resist  reforms,  argu- 
ing that  unions  are  abandoning  current 
members'  needs  for  a  dicey  growth 
strategy.  In  fact,  getting  unions — na- 
tional and  local — to  i-edirect  priorities  is 
Sweeney's  biggest  challenge.  Some  60% 
of  union  assets — and  all  members — lie 
in  the  country's  35,000  local  and  re- 
gional bodies.  Masters  figures.  "We've 
gotten  100  locals  involved  in  rank-and- 
file  organizing,  but  that  means  about 
1,200  haven't  yet  done  so,"  says  Larry 
Cohen,  Organizing  Dii-eetor  of  the  Com- 
munications Workers  of  America. 
COVERING  THEIR  BET.  Even  some  locals 
that  are  trying  remain  skeptical.  The 
Michigan  council  of  the  American  Fed- 
eration of  State,  County  &  Municipal 
Employees  i-ecently  shifted  10%  of  its  $9 
miUion  annual  budget  to  organizing,  up 
from  $100,000.  But  the  money  came 
from  sources  other  than  restnacturing. 
"If  it's  not  successful,  we  can  always 
go  back  and  amend  our  budget,"  says 
council  President  Flora  Walker. 

The  new  activism  may  not  affect 
wages  on  a  national  scale  for  several 
years.  Still,  unions  can  raise  pay  local- 
ly. Just  look  at  what  the  Laborers'  In- 
ternational did  for  2,000  or  so  work- 
ers in  New  York  City  who  clean 
asbestos  out  of  buildings.  Mostly  Polish 
immigrants,  they  were  hired  on  Brook- 
lyn street  corners  by  contractors  who 
drove  by  looking  for  help.  The  pay:  $6 
to  $12  an  hour,  with  no  benefits  and 
no  job  security.  The  Laborers  helped 
300  workers  foiTn  a  committee  and  paid 
for  20  of  them  to  recruit  full-time.  Af- 
ter a  quick  campaign  last  summer  and 
a  one-day  strike,  the  union  was  able 
to  get  the  contractors  who  hire  70%- 
of  asbestos  workers  in  the  city  to  sign 
pacts  paying  $22  an  houi",  with  benefits. 

Sweeney's  gi-and  campaign  to  resur- 
rect American  labor  remains  a  gamble 
that  seems  to  go  against  the  tide  of  re- 
cent history.  Should  he  succeed,  the  ef- 
fect may  be  profound.  Politics  could  be- 
come even  more  polarized.  Society 
would  look  different  if  some  church  and 
social  gi'oups  aligTi  with  labor,  as  they 
did  back  in  the  1930s.  Executives  would 
face  a  weighty  new  challenge,  and 
American  workers  would  gain  a  louder 
voice  than  they've  had  for  years. 

By  Aaron  Bernstein  in  Washington 


MEET  THE  AL  DUNUP 
OF  THE  UNION  HALL 


Douglas  J.  McCarron  sounds  like 
a  typical  boss  as  he  explains 
why  he  had  to  fii'e  workers  and 
slash  departments.  "We  have  a  prod- 
uct to  deliver,  and  we  have  to  do  it 
more  efficiently,"  he  says.  But  Mc- 
Carron isn't  just  any  boss.  He's  the 
hard-driving  new  president  of  the 
500,000-member  United  Brotherhood 
of  Carpenters.  "Who  says  you're  en- 
titled to  a  lifetime  job  just  because 
you  work  at  a  union?"  he  asks. 
Such  words  might  have  been 


heresy  in  labor  circles 
before.  But  McCaiTon, 
who  won  a  union  power 
straggle  in  October, 
1995,  is  one  of  the  new 
breed  of  labor  leaders 
pushing  for  change.  And 
his  efforts  show  just  how 
much  of  an  ovei-haul 
many  unions  require. 
"McCaiTon  is  labor's  own  Al  Dun- 
lap,"  says  an  afl-cio  official,  refer- 
ring to  the  Sunbeam  Corp.  chief  ex- 
ecutive known  for  slashing  workers, 
"and  we  need  some  of  that  attitude." 

Indeed,  McCaiTon,  46,  has  tapped 
many  of  Corporate  America's  tech- 
niques. To  refocus  on  organizing,  he 
brought  in  a  management  consultant 
who  helped  him  restructure  the 
SoutheiTi  California  Carpenters  coun- 
cil, which  McCaiTon  headed  before 
he  became  the  national  president. 

Once  in  Washington,  McCarron 
fired  or  retired  more  than  a  third  of 
the  225  headquarters  staff  and  out- 
sourced some  functions,  like  printing. 


CHAINSAWDOUG? 

"Outsourcing"  is 
not  a  dirty  word 
to  McCarron, 
who  cut  one- 
third  of  his  staff 


He  pumped  the  savings  into  recruit- 
ment. McCaiTon  then  set  out  to  cre- 
ate a  new,  leaner  stracture,  eliminat- 
ing 110  of  the  union's  1,251  councils 
and  locals,  which  cut  costs  and  creat- 
ed larger  councils  covering  broader 
regions.  This  appeals  to  contractors 
looking  to  fill  jobs  from  a  single  hir- 
ing hall.  Before,  "contractors  had  to 
hire  separate  crews  in  areas  with  dif- 
ferent coimcils,"  says  H.  D.  Lavere, 
labor  relations  head  at  the  Michigan 
State  Carpentry  Assn.,  a  contractor 
group. 

The  new  stixicture  also 
helps  councils  mount 
more  effective  area-wide 
organizing  drives.  "We've 
organized  1,300  new 
members  since  we  put  in 
the  new  system  seven 
months  ago,"  says  Ralph 
Mabry,  the  head  of  a  new 
Michigan  council.  His 
council  cut  its  locals  Irom 
27  to  10  and  used  the 
savings  to  pay  20  rank- 
and-filers  to  be  ftill-time 
organizers. 

OLD  GUARD.  Now  the  lo- 
cal leaders  losing  their 
posts  are  mad.  In  several 
states,  they  have  orga- 
nized petitions  and 
turned  meetings  into  an- 
giy  confrontations. 
"There  was  a  lot  of 
cronyism  and  Mob  guys 
before,  which  McCaiTon 
has  changed,"  says  Henry 
Zieger,  a  program  direc- 
tor at  the  Association  for  Union 
Democracy,  a  labor  watchdog  group 
based  in  Brooklyn,  N.  Y.  "But  he's 
also  consolidating  his  power  vrith 
these  big  councils."  McCan'on  ac- 
knowledges the  pain  that  he's  caus- 
ing but  says  "people  have  to  under- 
stand that  we're  here  to  deliver  the 
best  possible  product  for  members' 
dues  money." 

Other  union  leaders  are  watching 
McCarron  closely,  amazed  that  he  is 
pushing  so  hard  so  fast.  If  he  suc- 
ceeds, moi-e  of  them  could  follow  in 
his  footsteps. 

By  Aaron  Bernstein 
in  Washington 
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Vee  for  a  Limited  Time. .  A  Guide  to 

rhe  Top  New 
Data  Warehousing 
Software 


When  200,000  IS  managers  were  asked  to 
choose  the  top  software  for  data  warehousing, 
their  answer  had  a  frmiiliar  wig: 

SAS'  software  from  SAS  Institute. 

With  SAS  software,  you  can  integrate 
your  company's  vast  data  resources  with 
proven  data  discovery  capabihties  that 
can  be  custom  tailored  to  «.„,„,™»„ 
you  and  your  lu,.ine«s:  BSTMITION 
multi-dimensional 
analysis,  tlata  mining, 
database  marketing,  ' ' ' ' 

data  visualization,  data  query  and 
reporting,  and  much  more. 

It\s  never  been  easier  to  access  your 
data... or  to  arrive  at  informed  decisions. 
No  wonder  more  than  3.5  million 
decision  makers  already  rely  on  SAS 
software.  Or  why  it's  now  at  work  in 
the  Fortune  100. 


PRODUCT 

OF  THE 

YEAR  1996 


m 


SAS  Institute 


Software  for  Successful  Decision  IVIaldng 

Phone  919.677.8200     Fax  919.677.4444 

Get  the  facts  for  yourself  in  our  free  data  warehous- 
ing guide.  Just  give  us  a  call  or  visit  SAS  Institute 
on  the  Worhl  Wide  Wel>  at  httj)://www.sas.coin/ 


E-mail:  bw@sas.com 


Institute. 


Software 


Making. 


SAS  is  a  registered  trademark  of  SAS  Institute  Inc.    Copyright  c  1996  by  SAS  Institute  Inc. 


The  floor  plan  of  the  Chicago  hotel  conference  room 
provided  a  compeUing  metaphor  for  the  problem  at 
hand.  Seated  in  rows  were  80  women,  all  partners' 
at  Coopers  &  Lybrand.  Before  them,  atop  a  stage- 
like platform,  presided  eight  senior  members  of 
the  management  committee.  All  eight  were  men. 
All  eight  were  white. 
Didn't  these  guys  get  it?  Chairman  and  Chief  Executive 
Nicholas  G.  Moore  and  his  seven  colleagues  were  there  be- 
cause Coopers'  women  wanted  to  know  why,  after  a  decade  of 
gender-neutral  hiring  at  the  firm,  females  still  made  up  just 
8%  of  the  1,300-person  partnership.  Why  weren't  women  re- 
sponsible for  more  of  the  firm's  key  chents?  Why  did  they 
head  just  3  of  70  regional  offices? 

Answers  came  quickly  in  the  ensuing  exchange.  Some 
men  believed  female  partners  didn't  want  to  travel.  As- 
tounded, the  women  countered  that  in  fact  they  were  eager  to 
get  out  and  meet  clients.  Even  though  men  said  they  were 
open  to  lunching  with  female  counteiparts,  women  said  they 
felt  excluded  fi"om  such  infoi-mal  gatherings.  Opinions  also  di- 


into  smaller  companies,  self-employment,  or  families 
The  failure  is  borne  out  in  study  after  study.  A  report  i-i 
leased  last  October  by  Catalyst,  a  nonprofit  research  gi-ouj 
found  that  only  10%  of  top  jobs  at  the  nation's  500  larges 
companies  are  held  by  women.  When  the  field  is  naiTowed  t 
the  elite  tier  of  chainnan,  president,  ceo,  and  executive  vicel 
president,  the  portion  drops  to  just  2.4%.  Some  105  of  thesj 
500 — companies  as  varied  as  Walt  Disney,  Whirlpool,  ami 
Exxon — have  no  women  corporate  officers  at  all.  "This  coun; 
documents  that  the  view  held  in  some  quarters — that  this  i 
a  'been  there,  done  that'  issue— is  not  right,"  says  Catalys 
President  Sheila  WeUington. 

TARNISHED  IDEALS.  The  I'esults  reflect,  in  part,  the  deteriora 
tion  of  societal  supports  that  once  promised  women  progi'es 
in  business.  Attacks  on  affirmative  action — most  recentl; 
California  voters'  approval  of  a  referendum  barring  preferer 
tial  state  hiring — have  lessened  the  pressure  once  firmly  aj 
plied  to  business  by  government  agencies  or  shareholder  ac 
tivists.  So  most  simply  haven't  stuck  to  strong  divereity  goalij 
Of  the  24  "Best  Companies  foi'  Women"  featured  in  Busr 


Cover  Story 


verged  over  whether  the  road  to  paitnership  favored  men.  "If 
you're  in  an  environment  mostly  dominated  by  a  male  cultm-e, 
many  of  the  things  you  must  do  to  succeed  are  more  com- 
fortable for  men  than  women,"  says  Linda  A.  Hoffman,  a  39- 
year-old  partner  who  co-chaired  the  gatheiing.  Recalls  Moore: 
"That  surprised  me.  But  there  were  enough  women  who 
said  it  that  I  believe  it's  an  issue." 

The  watershed  confrontation  last  April  launched  Coopers 

&  Lybrand 
on  a  series 
of  initiatives 
aimed  at  nar- 
rowing its 

gender  gap.  Two  women  now  sit  on  the  14-person  manage- 
ment committee,  there's  foirnal  training  ajid  mentoi^ing  for  up- 
and-comei-s,  and  a  jjortion  of  partner  bonuses  is  linked  to  per- 
formance on  diversity  issues.  In  a  June  21  memo,  Moore 
even  proclaimed  that  30%  of  new  partners  by  the  year  2000 
would  be  women — up  from  17%  this  yeai\ 

Women  may  be  forgiven  for  asking:  "So  what?"  They  have, 
after  all,  heard  such  pronouncements  from  employers  be- 
fore. For  all  the  bravado  of  the  past  decade,  women  in  most 
organizations  aren't  much  further  along.  The  glass  ceiling 
hasn't  been  shattered.  Instead,  throngs  of  women  are  aban- 
doning Corporate  America,  pouring  their  energy  and  talent 


NESS  week's  Cover  Story  of  Aug.  6,  1990,  just  four — Mercl 
Avon,  Gannett,  and  Pitney  Bowes — have  women  in  more  ti 
25%  of  corporate  officer's  posts,  according  to  Catalyst. 

Amid  the  detritus  of  failed  initiatives  and  abandoned  idei 
however,  a  few  companies  are  achieving  success  in  the  battj 
to  get  women  into  the  executive  suite.  Swimming  against  tl 
tide,  they  have  backed  sound  strategies  with  elfort,  mom 
and  long-term  commitment.  The  results  are  compeUin; 
Women  now  hold  5  of  the  top  11  jobs  at  Pitney  Bowes  I: 
Motorola  Inc.,  thanks  to  zealous  planning  for  succession,  no' 
boasts  38  female  vice-presidents,  up  from  just  two  in  198 
Avon  Products  Inc.  has  women  in  44%  of  its  most  senior  pes 
and  in  4  of  13  board  seats.  "Women  are  in  the  pipeline 
droves,"  says  Avon  Chairman  and  ceo  James  E.  Preston. 

These  companies  understand  three  crucial  axioms.  Firs 
this  isn't  about  morality,  or  even  morale:  Putting  women 
senior  posts  helps  bring  more  talent  in  the  door,  a  key 
long-term  profitability.  Second,  the  best  women  will  becon 
harder  to  attract  and  retain,  so  companies  that  start  now  ai 
stick  to  their  plan  will  have  an  edge  down  the  road.  Last! 
more  women  at  all  levels  means  that  businesses  can  ser  ivi| 
theii-  increasingly  female  customers  better  "If  we  don't  ha' 
people  of  diverse  backgi'ounds  in  the  back,  how  in  the  wor 
can  we  satisfy  the  diversity  of  people  coming  in  through  tl 
front  door?"  asks  William  R.  Howell,  who  was  J.  C.  Penn 
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COLGATE-PALMOLIVE 


MOTOROU 


COOPERS  S  LYBRAND 


1997.  How  much  PROGRESS  have 
aen  made  in  Corporate  America? 
my  measure,  the  answer  seems  to 
lOT  ENOUGH.  But  a  few  enlightened 
ipanies  are  helping  themselves  by 
ling  their  best  and  brightest  women 
nagers  reach  their  full  POTENTIAL. 


WOMEN  UNLIMITED 


ICIFICTELESIS  GROUP 


SYDNEY  S.  SHERRY 

Plant  Manager, 
Colgate-PalmolK'e 

"Colgate  let  me  do  things 
I  had  no  business 
doing.  [The  company] 
bet  on  me  and 
my  abilities" 

Co.'s  chairman  until  this  year. 

That's  why  Penney,  Motoro- 
la, Colgate-Palmolive,  and  Dow 
Chemical,  among  others,  have 
committed  serious  resources 
and  credibility  to  setting 
women  on  the  right  track. 
They  are  pairing  female  fast- 
ti'ackers  with  senior-executive 
mentors  outside  their  own 
companies  and  are  devising 
novel  succession  strategies. 
Some  companies  even  lay 
down  quotas  mandating  mini- 
mum numbers  of  women  in 
the  senior  ranks.  "We  are  not 
going  to  get  to  where  we  need 
to  get  to  with  diversity  issues 
unless  we  push  it,"  says  David 
T.  Buzzelli,  a  vice-president 
and  board  member  at  Dow 
Chemical  Co.,  who  is  an  advis- 
er to  the  company's  women's 
network. 

Women  now  fill  108  of 
Dow's  top  1,205  U.S.  jobs— a  145%  increase  from  1990,  the 
year  before  the  company  began  encouraging  managers  to 
promote  women  at  a  rate  at  least  equal  to  that  of  men. 
When  Juhe  Fasone  Holder,  a  promising  manager,  resisted  a 
promotion  to  district  manager,  Dow  strongly  m-ged  her  to  re- 
consider. "My  boss  at  the  time  said,  'We  really  need  good 
women  to  be  good  district  managers.  And  if  you  want  to  con- 
tinue to  move  up,  you  have  to  do  this  job,' "  she  explains.  Fa- 
sone Holder  accepted — and  since  then  has  been  given  flexi- 
bility to  meet  family  and  community  demands.  Now  a 
business  director,  she  expresses  no  regi'ets. 

Similarly,  Hoechst  Celanese  Corp.  has  doubled  the  per- 
centage of  women  in  its  most  senior  ranks  since  1991.  One 
tactic  it  used  was  setting  numerical  targets  for  its  work- 
force. Colgate-Palmo- 
live Co.,  which  invests 
heavily  in  diversity 
training,  has  seen  the 
number  of  its  senior  women  executives  climb  from  27  in 
1993  to  48  today.  "This  is  the  next  generation,"  says  Lois 
Juliber,  who  was  promoted  in  January  to  executive  vice- 
president  at  Colgate-Palmolive,  where  she  is  widely  regard- 
ed as  likely  successor  to  Chainnan  and  ('EG  Reuben  Mark. 

How  do  these  companies  do  it  when  so  many  others  are 
missing  the  boat?  Motorola's  initiative  began  in  1989  with  a 
detailed  look  at  census  data.  The  company  predicted  what  the 
future  demogi'aphics  would  be  for  workers  in  such  fields  as 
electrical  engineering  and  computer  science.  It  then  set  tar- 
gets: By  2000,  it  wants  management  to  miiTor  the  share  of 
men,  women,  blacks,  Asians,  and  othei'  groups  in  these  fines 
of  work.  It  won't  say  how  close  it  is  to  meeting  that  goal.  But 
"we  see  the  handwriting  on  the  wall,  and  we  have  to  get 


Cover  Story 


ready,"  explains  liolieila  W.  Gutman,  Motorola's  vice-presideif 
and  director  of  global  divei-sity.  Mi' 

Simply  establishing  objectives,  however,  wasn't  enoug  ifJi 
So  Motorola  revamped  its  succession  planning — focusing  firs  Tar: 
unfike  other  companies,  on  its  most  senior  staff.  Top  manage:  loi  : 
now  must  supply  names  of  the  three  people  most  likely  to  r  « 
place  them.  The  fii'st  is  the  manager  who  would  fill  the  job  | 
an  emergency.  The  second  slot  is  for  someone  who  could 
gi-oomed  for  the  job  in  tlu-ee  to  five  yeai's.  The  new  third  sp 
is  dedicated  to  the  woman  or  minority  closest  to  being  qusT 
tfied  for  the  position.  Managere  are  expected  to  give  that  thii  ^(f 
person  opportunities  to  get  the  experience  needed  to  mei 
the  promotion.  As  a  result,  women  have  moved  into  the  fir  fOJi 
or  second  slots  for  approximately  75  of  the  company's  3(^(1:; 
most  prized  jobs. 

The  entire  process  is  completely  confidential.  Not  ev(  ^ 
the  chosen  few  know  who  they  are.  The  secrecy,  says  M 
torola,  refieves  pressure  and  averts  personnel  conflicts.  No^-i; 
Gutman  is  roUing  out  diversity  strategies  worldwide.  "Peopu. 
will  land  at  companies  whei'e  they  see  visible  evidence  th . 
people  at  the  top  look  fike  them,"  she  says.  ^'^'i 
SETTING  TARGETS.  Case  in  point;  Karen  J.  Cassel  consil)  .  :' 
ered  five  job  offers  before  gi"aduating  in  June  from  Stanfo:  iss-fr; 
Graduate  School  of  Business.  The  30-yeai-old  chose  to  join  P  fj^, 
cific  Telesis  Group  Inc.,  in  part  because  she  saw  that  38% 
the  company's  top  800  jobs  were  filled  by  women.  "The  coi  OPf| 
pany  had  more  women  at  higher  levels  than  anybody  els(  [j]^. , 
recalls  Cassel.  "They  seemed  to  have  all  the  respect  and  o  (]|-  - 
portunities  their  male  co-workers  had." 

Hoechst  Celanese  has  a  similar  agenda.  By  2001,  it  war^''~: 
34%  of  its  managers  to  be  women  and  minoiities.  Tho  'it'; 
gi'oups  now  represent  20%  of  middle  management  and  14% 
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director  of 


ROBERTA  W.GUTMAN 

Director  of 
Global  Diversity, 
Motorola 

"We  see  the  handwriting 
on  the  wall,  and  we 
have  to  get  ready" 


r  I'xecLitives.  To  bridge  the  gap,  Hoechst  has  started  at 
Hit  torn,  aiming  to  raise  the  proportion  of  women  and  mi- 
les in  entry-level  management  fi"om  the  current  37%  to 
Target  levels  came  from  the  gender  and  ethnic  break- 
ni'  students  graduating  in  engineering  and  other  fields 
\\  hich  Hoechst  recruits.  "It's  a  bubble-up  process,"  says 


LINDAJ.WELTY 

Global  Business  Director, 
Hoechst  Celanese 

"My  management 
was  willing  to  take 
some  calculated 
risks  [on me]" 

^      ^^^B   .      Clyde  Jones, 

^^^D^      ^^^^P  In  addition  to  its  compa- 

^^^r         ^K^m  nywide  diversity  training, 

the  chemical  giant  has  for- 
malized  a  mentoring  pro- 
gram  that  pairs  senior  men 
with  up-and-coming  women 
^^■IIHI    ^^^^  minorities.  These  young 
^^^^1    fast-trackers  gain  exposure 
^l^^^^l  company's  decision 

makers,  while  the  mentors 
learn  to  be  more  comfortable  working  outside  all-male  cliques. 
Managers  have  25%  of  their  bonuses  tied  to  diversity  per- 
formance. As  a  result,  "my  management  was  willing  to  take 
some  calculated  risks  [on  me],"  says  41-year-old  Linda  J. 
Welty,  who  worked  in  engineenng  and  sales  before  becoming 
a  global  business  director  for  superabsorbent  materials. 
BROAD  SKILLS.  Colgate-Palmolive  doesn't  buy  into  quotas 
or  even  internal  goals,  but  it's  seeking  the  same  result.  For 
key  female  employees,  it  rehes  on  initiatives  such  as  cross- 
training — that  is,  e.xi)osure  to  different  aspects  of  the  business. 
Sydney  S.  SheiTy,  for  example,  began  her  career  as  an  engi- 
neer. But  the  32-year-old  Harvard  mba  has  since  acquired 
skills  in  manufacturing,  marketing,  and  operations.  Now,  as 
manager  of  a  22-person  plant  making  flavors  and  fi'agrances, 
she  has  done  everything  from  configiu'e  budgets  to  drive 
forklifts.  "Colgate  let  me  do  things  I  had  no  business  doing," 
says  Sherry.  The  company  "bet  on  me  and  my  abihties." 

Such  support  is  reinforced  consistently  by  ceo  Mark 
and  other  executives.  Employees  who  are  unable  to  at- 


Where  Diversity  Gets  Top  Billing 


strategies  of  some  employers  seeking  to  attract  and  promote  more  women 


'ON  PRODUCTS  The  cosmetics  maker  set  mini- 
im  quotas  for  hiring  women  and  linked  managers' 
/  to  performance  on  diversity.  Now,  managers  win 
ards  for  promoting  women.  Overseas,  Avon  identi- 
;  and  grooms  women  for  management. 

tLGATE-PALMOLIVE  Mandatory  two-day  diversity 
ining  for  all  employees  includes  role-playing 
d  video  presentations.  High-potential  women  are 
ss-trained  to  gain  broader  experience  in 
ferent  roles. 

i  'OPERS  &  LYBRAND  The  accounting  firm  wants 
V  -nen  to  account  for  30%  of  new  partners  by 
^  DO.  To  get  there,  it  has  created  mentoring 
grams  and  sensitivity  training  and  ties  part  of 
tners'  bonuses  to  meeting  diversity  goals. 


DOW  CHEMICAL  Senior  management  takes 
responsibility  for  diversity  and  wants  women 
to  account  for  at  least  as  many  promotions  as  men. 
Men  participate  in  company-sponsored  women's 
groups  to  understand  gender  issues. 

HOECHST  CELANESE  Hiring  and  promotion  of 
women  are  expected  to  mirror  the  college  recruiting 
pool  by  2001.  A  quarter  of  managers'  bonuses  is 
tied  to  diversity  progress;  senior  managers  oversee 
the  strategy  and  serve  as  mentors. 

MOTOROLA  Using  census  data,  it  has  set  goals 
for  diversity  in  management  that  it  aims  to  reach  by 
2000.  Top  execs  are  required  to  name  the  woman 
or  minority  best  suited  to  succeed  them:  Those 
people  are  targeted  for  career  development. 
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KARENJ.CASSEL 

Recent  MBA  hire, 
Pacific  Telesis  Group 

"The  company  had  more 
women  at  higher  levels 
...[with]  all  the  respect 
and  opportunities  their 
male  co-workers  had" 

tend  a  mandatory  two-day 
seminar  on  diversity,  for 
example,  must  personally 
call  Juliber,  the  executive 
vice-president,  to  explain 
their  absence.  Colgate  also 
recently  began  spending 
$3,000  apiece  to  send  se- 
lected women  to  women 
Unlimited,  a  New  York 
outfit  that  teaches  how  to 
succeed  in  a  male-dominated  envii-onment  (page  70). 

Such  resources  are  crucial:  Ty^Dically  isolated  in  male  cul- 
tures, many  women  have  little  gi*asp  of  the  corjDorate  "mles." 
Coopers  &  Lybrand's  Hoffman  says  that  once  she  became  a 
managing  partner,  she  noticed  that  men  routinely  asked  for 
promotions  and  raises — far  more  often  than  women  did.  And 
men  gave  themselves  higher  evaluations  than  women  did 
during  reviews.  "I  started  to  see  these  subtle  things  that  in- 
fluence whether  you  succeed  or  you  don't,"  she  says. 
TRANSFORMATION.  With  the  firm's  new  formal  mentoring 
jjrogram.  Coopers  partners  are  expected  to  shepherd  women 
and  minorities  through  career  land  mines — such  as  when  to 
push  for  that  promotion  or  how 
to  get  on  key  committees.  Says 
Allison  T.  Levin,  a  pait-time  fast- 
tracker  at  Coopers  &  Lybrand: 
"My  boss  right  now  has  been  like 
a  dog  with  a  bone.  He's  watching 
me,  monitoring  me,  and  giving 
me  the  exposure  that  I  need." 

J.  C.  Penney  has  put  in  place 
similai-  supports  as  part  of  a  com- 
panywide  transfoiTnation.  In  1988, 
when  the  retailer  moved  its  head- 
quaitei-s  fii-om  New  York  to  Piano, 
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Tex.,  1,000  management  jobs  sud- 
denly opened  up.  At  the  same 
time,  Penney  was  tiying  to  tiun 
itself  from  a  mass  merchandiser 
into  a  retailer  more  focused  on 
women's  fashion.  Former  Chair- 
man Howell  sensed  the  opportu- 
nity— and  the  need — for  change. 
"I  can  pick  out  a  competitive  as- 
sortment of  dresses,"  he  says. 
"But  a  woman  would  do  it  more 
from  her  taste  level  and  knowing 
what  women  want  today." 

Before  implementing  specific 
initiatives,  Penney  conducted  10 
focus  groups  in  1990  to  deter- 
mine its  employees'  attitudes 


JULIE  FASONE  HOLDER 

Business  Director, 
Dow  Chemical 

When  a  promotion  was 
offered,  "my  bo.ss  said:  'We 
really  need  good  women  to 
be  good  district  managers.' 


about  gender  What  it  discovered  was  a  litany  of  sterc 
typed  perceptions:  Women  weren't  serious  about  their  caree 
men  said,  because  of  family  commitments.  White  males  in  i 
per  management,  women  said,  were  imcomfortable  socializi 
with  women  and  minorities.  And  women  thought  they  had 
behave  like  men  in  order  to  advance. 
BACKLASH  THREATS.  With  these  results  in  hand,  Penn 
mounted  its  campaign.  The  company  set  nimierical  targets  a 
created  formal  mentoring  and  networking  programs.  Woni 
tapped  as  upper-management  candidates  regularly  have  lun( 
es  and  roundtable  discussions  with  senior  managers.  The  i 
suits  are  striking:  Women  now  j-epresent  26.6%  of  mid( 
and  senior  managers,  up  from  18.! 
in  1990.  Ultimately,  managenic 
wants  that  number  to  hit  46%. 

Not  surprisingly,  such  gains  c 
create  tension.  When  one  group 
targeted  for  advancement,  otl 
groups  gain  ammunition  for  chai'j 
of  favoritism  or  double  standar. 
The  threat  of  a  white  male  ba( 
lash  unnerves  many  employe. 
One  successful  female  at  Moto- 
la,  for  instance,  says  she  kno 
that  some  men  wonder  whetl 
she  truly  earned  her  promotio 
"If  they  [men]  think  you  have  yc 

LINDA  A.  HOFFMAN 

Managing  Partner, 
Coopers  &  Lybrand 

"Many  of  the  things  you  must  d( 
to  succeed  are  more  comiortab 
for  men  than  women" 

NICHOUS  G.  MOORE 

Chairman, 
Coopers  &  Lybrand 


"That  surprised  me.  But  there 
were  enough  women  who  said  ip" 
that  I  believe  it's  an  issue" 
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The  NCR  Scalable  Data  Warehouse. 


NTIUMhPRO 


Hiree-quarters  of  tlie 
world's  top  banks  bank  on 
our  data  warehouses. 

Looking  to  use  data  warehousing  to  gain  a  competitive 
edge?  Choose  NCR,  the  company  that  is  recognized 
^j^j-^^^  worldwide  ils  the  industiy  leader  Our  NCR 
Teradata"  database  is  the  most  proven 
and  robust  parallel  database  engine  in 
the  industry,  scaling  from  a  few  gigabytes  ail  the  way 
up  to  10  terabytes  and  beyond.  And  our  NCRWoridMark' ' 
servers  are  the  only  platform  that  scales  from  SMP  to 
clusters  to  MPP  allowing  businesses  to  start  their  data 
warehouse  small  and  grow  it  to  any  size. 

NCR  Worldwide  Services  professionals  can  help 
you  set  up  and  maintain  a  data  warehouse  that 
is  just  right  for  your  needs. 
To  learn  more  about  NCR's 
scalable  data  warehouse,  call 
1  800  CALL-NCR,  ext.  3000.  Or 
visit  http://www.ncrcom 

®NCR 


"'"p  frtn!'."  ^[^°"" 'f  1";;^  1"'^'  Ps"""-^       Processors.  The  Intel  Inside  Logo  and  Pentium  are  registered  trademarks  and  the  Pentium  Processor  Logo  and  the  Pentium  Pro 
-re  trademarks  ot  Intel  Corporation.  Teradata  is  a  registered  trademark  and  WorldMark  is  a  trademark  of  NCR  Corporation.  ©1997  NCR  Corporation  All  rights  reserved. 
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position  for  any  reason  other  than  merit,  they'll  sabotage 
you  eveiy  time,"  she  says. 

Some  companies  counter  the  threat  of  antagonism  by  rou* 
tinely  opening  up  to  all  employees  the  networks  or  support 
groups  aimed  at  specific  factions.  Silicon  Graphics  Inc.,  for  ex- 
ample, encourages  men  to  attend  events  put  on  by  its 
women's-issues  group;  the  U.  S.  Labor  Dept.  invites  men  to 
apply  for  the  Women's  Executive  Leadership  Program.  One 
reason,  observes  Judy  B.  Rosener,  professor  of  management 
at  the  Univei^ity  of  CaUfoma  at  Inine,  is  that  companies  of- 
ten beheve  specialized  progi'ams  "cause  more  problems  than 
they  solve.  This  is  a  way  to  quiet  things  down." 

More  than  that, 
though,  such  inclusion 
recognizes  that  men 
and  women  need  to 
communicate  better  to  work  effectively  together.  Indeed,  the 
ascent  of  women,  where  it  occurs,  is  as  much  a  result  of 
changing  men's  psyches  as  those  of  women.  Men  ai-e  fai"  more 
likely  today  to  shai'e  duties  at  home,  freeing  up  theu-  wives  to 
devote  more  time  to  theii'  cai'eer"s.  With  60%  of  women  in  the 
workforce,  moreover,  men  have  acquii'ed  gi'eater  sympathy  for 
the  difficulties  theii'  wives  and  daughters  have  in  juggling 
work  and  family  and  in  climbing  a  male-built  corporate  ladder. 

Despite  such  support,  women's  progi'ess  thi'ough  Coiporate 
America's  labyrinth  will  undoubtedly  remain  incremental. 
Spooked  by  the  demands  of  an  ever-shifting  business  cli- 
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mate,  some  companies  will  abandon  their  commitment — pa 
ticulaiiy  when  sustained  success  stories  are  hard  to  find  ai| 
a  business  payoff  is  tough  to  quantify. 

At  CoiTiing  Inc.,  for  example,  some  ex-employees  and  ou 
diversity  experts  say  the  issue  has  lost  prominence  since  fo: 
Chairman  and  ceo  James  R.  Houghton  began  giving  up  con1 
sevei-al  yeai-s  ago.  Although  woinen  comprise  more  of  Cor 
top  eamer-s,  diver-sity  seminar's  ar'e  offered  less  often  and 
agement  has  been  distr-acted  by  financial  problems,  they 
CorTiing  strongly  disagr'ees.  U  S  West  Inc.,  meanwhile, 
longer  specifically  evaluates  employees'  perfor-mance  on  divi 
sity  matter's.  Its  sensitivity  tr'aining,  once  mandator'V',  is  now 
tional,  and  its  divei-sity  tr'aining  staff  has  been  cut  in  half.  U 
West  says  the  cutbacks  don't  reflect  a  decr'eased  commitmei 
Women,  it  points  out,  constitute  29%  of  the  top  1%  of  eamei 
up  from  21%  in  1990.  Nonetheless,  Chairman  Richard 
CorTnick  admits,  "we  haven't  made  startUjig  progress." 

Such  r-etreats  bode  ill  for  continued  gains.  With  womi 
fleeing  big  companies  in  sear'ch  of  flexibility  and  control,  tho 
left  will  be  har-d-pr'essed  to  acliieve  the  critical  mass  to  alt< 
theu'  companies  mar'kedly.  "Tlier-e  ar-e  still  moimtains  to  climh 
says  Johima  G.  Tor'sone,  vice-pr'esident  at  Pitney  Bowes.  Ai 
most  likely,  true  pr-ogr-ess  will  take  many  mor'e  year's.  But 
at  least  a  few  cor-ner's  of  the  cor-porate  world,  change  h; 
star-ted  to  arrive.  Some  guys,  at  least,  are  getting  it. 

By  Linda  Himelstein  in  Sati  Francisco,  with  Stephan 
Anderson  Forest  in  Dallas  and  bureau  reports 


HOW  DO  YOU  GET  THE  BOYS  TO  PASS  YOU  THE  BALL?' 


Caiia  R.  Alani  had  the  right  cre- 
dentials— a  gr-aduate  business 
degr'ee  and  impr-essive  experi- 
ence. What  Alani,  an  associate  direc- 
tor of  finance  at  Colgate-Palmolive 
Co.'s  oral-care  division,  lacked  was 
the  confidence  to  toot  her  owti  hor'n. 
When  opportunities 
arose,  she  hoped  manage- 
ment would  think  of  her. 
At  meetings,  she  would 
fold  her  arms  or  slump 
into  her  seat.  "That  sends 
the  message,  'Why  should 
you  listen  to  little  ol' 
me?' "  she  says. 

That  was  before  Col- 
gate spent  $3,000  to  send 
Alani  to  Women's  Organi- 
zation for  Mentoring,  Ed- 
ucation &  Netw^orking 
(WOMEN)  Unlimited  Inc., 
which  teaches  women 
how  to  navigate  male- 
dominated  business  waters.  Instead 
of  focusing  on  generic  leadership  and 
management  skills,  the  yearlong, 
once-a-month  progr'am  caters  to 
women's  specific  needs,  such  as  how 
to  communicate  in  all-male  situations 
or  when  to  say  no.  "Women  need  to 
understand  what  men  appreciate  in 
leadership  and  then  try  to  incor-po- 
rate  that  into  their  particular  styles," 
says  Jean  M.  Otte,  who  founded  the 


progr-am  in  1994.  "It's  like  being  the 
new-  kid  on  the  block.  How  do  you 
get  the  boys  to  pass  you  the  ball?" 

Otte's  program  hooks  up  partici- 
pants with  a  senior  male  or  female 
fi'om  outside  theu'  companies.  Men- 
tors point  out  students'  weaknesses 


and  address  career  issues.  Cynthia 
Jones-Hundley,  now  at  Andersen 
Consulting,  learTied  that  her  aggr-es- 
sive  natuT'e  might  be  turning  off  co- 
worker's— a  r'emark  a  less  distant  ob- 
server may  not  have  had  the  nei-ve 
to  make.  "I  don't  get  in  people's 
faces  as  much  anymore,"  says  Jones- 
Hundley,  adding  that  she  also 
lear-ned  to  interpret  body  language. 
An  analysis  of  the  first  graduates 


by  Amy  S.  Gonzales,  then  a  doctoral 
student  and  now  a  vice-president  of 
WOMEN  UnKmited,  found  that  they 
were  37%  more  likely  to  get  job  pro- 
motions than  women  of  comparable 
rank  who  were  not  in  the  workshops. 
Alani,  for  one,  has  been  promoted 
twice  since  attending  the 
program  in  1994. 

Now,  Prnjdential  Insur- 
ance, Novell,  and  Polaroid 

AMY  S.GONZALES 

Vice-President, 
WOMEN  Unlimited 

Her  analysis  revealed 
that  graduates  of  the 
program  were  37% 
more  likely  than  other 
women  to  get  promoted 

have  em'oUed  their  female  fast-track- 
ers. The  appeal  is  simple:  Partici- 
pants become  shar'per  managers,  and 
employers  win  more  astute  and  loyal 
employees.  "I'm  vei-y  impressed  that 
my  company  would  do  this,"  says 
Sheila  0.  Clar-k,  a  participant  fi'om 
software  maker  Adaptec  Inc.  The 
rest  is  up  to  her. 

By  Linda  Himelstein 
in  San  Francisco 
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GRF.(~,ER      ANDtRSON  FROM  NVACK  HOSFITAI  wilh  RAY  COTRkLL  FROM  ARAMARK, 


HEALTHCARE 

WILL  NEVER  BE  THE  SAME  HERE.  YOU  CAN   SAY  ARAMARK  HAS 

RE  FORMED 

OUR  BUSINESS.  WITH  INTERSERV  ,  CARE  IS  UP  AND  COSTS  ARE  DOWN. 


tell  you  what  used  to  keep  me  awake  at  night:  how  do  we  raise  the  level  oj  patient  service  here  at  Syack  Hospital'^  Ami  how  do  wc  do  it  while 
costs?  Well,  that's  where  Ray  Cotrell  and  his  team  at  ARAMARK  came  in.  I'hey  took  on  those  problems.  Learned  the  business  -  our  specific 
less.  And  then  came  to  us  with  INTERSFRW.  It's  a  new  approach  to  training  non-clinical  employees  to  perform  multiple  functions  like  food 
ces,  housekeeping,  patient  transport  and  laundry  and  linen  distribution.  Employee  productivity  was  up  an  amazing  W'n  almost  immediately  I  believe 
h  idded  responsibdity  has  actually  gone  a  long  way  iii  translormmg  our  employees'  lives.  We've  also  loimd  that  when  patients  have  more  interaction  with 
>eople,  patients'  spirits  soar."  Greger  C.  Anderson.  S'yack  Hospital.  Here  at  ARAMARK,  we  approach  a  customer's  business  with  the  goal  of  exceeding 
tations.  We  expect  to  dig  and  search  and  innovate  until  a  problem  is  solved.  We  expect  to  save  them  money  And  we  e.xpect  to  help  them  make  money 
II.  It's  an  approach  rooted  in  the  value  of  partnership  that  wdl  pay  dividends  -  as  Mr.  Anderson  is  happy  to  report:  "Wc  will  save  $4  million  over  the  next 
cars  because  of.\RAMARK'S  ISTF.RSERV:  program.  Yes.  at  Wod  Hospital,  healthcare  is  being  reformed."  ^^^/^f^/\J^l/^f^l^ 

ARX  MORE  ABOL'T  L'N1,1MITED  PARTNERSHIP  CALL  1 -SOO-ARAMARK  OR  VIMT  L'S  AT  http://www.aramark.com  Managed  Services,  Managed  Better. 
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COMPUTERS 


COMPAQ:  THERE'S 
NO  END  TO  ITS  DRIVE 

It  aims  to  leapfrog  the  heavyweights  to  claim  new  markets 

Along  the  walls  of 
Compaq  Computer 
Corp.'s  executive 
suite  hangs  a  collec- 
tion of  paintings,  each  pef- 
sonally  selected  by  Chief 
Executive  Eckhard  Pfeif- 
fer,  an  art  lover  whost' 
taste  runs  from  photogra- 
phy to  the  avant-garde. 
Pfeiffer's  favorite,  a  piece 
by  New  York  artist  Tei-- 
ence  La  Noue,  hangs  out- 
side his  office.  The  picture 
has  equal  black  and  white 
halves.  On  one  side,  a 
dark  layer  obscures  color- 
ful lines;  on  the  other, 
bright  gold  flecks  come 
through.  Its  title:  Destimj 
and  Chance. 

Pfeiffer  is  a  believer  in 
the  power  of  both.  Since 
1991,  when  he  took  over  a 
company  destined  for  a 
bleak  future,  he  has  ex- 
ploited one  industiy  trend 
after  another  to  transfomi 
Compaq  into  an  $18  bil- 
lion supplier  of  everything 
from  laptops  to  main- 
frame-class  servers  to 
high-speed  networking 
gear.  In  nearly  every  busi- 
ness, Compaq  is  gi'owing 
faster  than  the  market 
and  is  on  a  tear  to  hit 
sales  of  $40  billion  in  2000,  a  goal  the 
55-year-old  Pfeiffer  set  last  June.  Even 
a  slovdng  P('  market  isn't  dei-aihng  Com- 
paq. The  company's  fourth-quarter  rev- 
enues soared  43%,  to  $5.4  billion,  and 
profits  hit  $462  million.  In  1997,  Wall 
Street  expects  Compaq  will  eam  $1.7 
billion  on  revenues  of  $22  biUion.  Says 
Credit  Suisse  B'irst  Boston  Corj).  analyst 
Charies  R.  Wolf:  "The  $40  billion  isn't 
the  big  news.  It's  what  the  company 
plans  to  become — that's  the  big  news." 

Pfeiffer  wants  Compaq  to  be  the 
King  of  Convergence.  He's  scheming  to 
leapfrog  such  industry  heavyweights  as 


stronger  than  others  have  recognized, 
Compaq  isn't  the  first  company  to  trj 
grabbing  hold  of  the  steering  wheel 
The  business  is  littered  with  the  WTediJ 
age  of  failed  attempts.  In  the  1980; 
IBM  wanted  to  meld  the  computer  an 
communications  worlds,  acquirin- 
switchmaker  Rolm  just  before  its  bus 
ness  stalled.  Last  year,  at&t  diveste 
its  troubled  NCR  computer  operation  a 
ter  years  of  losses. 

TERRITORY.  But  Compaq  already  ha 
shown  it  can  venture  from  its  PC  root: 
On  Oct.  29,  it  launched  a  new  foray  int 
engineering  workstation! 
capturing  1%  of  the  mi 
chines  sold  in  the  $13  bi' 
lion  business  after  jus 
eight  weeks  of  sale; 
Meanwhile,  in  compute 
servers,  which  is  at  th 
core  of  corporate  net 
works  and  Web  site 
Compaq  retains  a  stu 
ning  31%  of  the  marke 
despite  fierce  competitio 
from  Hewlett-Packard  C 
and  IBM.  And  in  the  bru 
PC  business,  Compaq 
fourth-quarter  shipmen 
rose  23%,  compared  wit 
the  industry's  16%  gi-owt 
rate. 

To  keep  the  growth  e 
gine  stoked,  Pfeiffer  is  e 
panding  his  territory.  0 
Feb.  26,  the  compute 
company  will  release  a 
ultralow-cost,  $999  PC  de 
signed  to  attract  the  60^ 
of  U.  S.  households  witi 

PFEIFFER'S  P 

To  set  the  pace  in 
everything  from  digii 
TVs  to  low-cost  home 
PCs— and  hit  $40 
billion  in  sales  by  200( 


IBM,  Hewlett-Packard,  and  Sony  to  stake 
out  new  markets  in  the  home,  the  office, 
and  in  digital  communications.  Not  con- 
tent to  ride  the  wave  of  Microsoft  Corp. 
and  Intel  Corp.  technologies  across  the 
computer  industry,  Pfeiffer  wants  Com- 
paq to  set  the  pace  in  everything  from 
digital  television  to  inexpensive  home 
PCS  to  lar-ge  phone-networ'k  switches.  If 
today's  computer  giants  are  reluctant 
to  drive  Windows  and  Intel  technology 
into  new  uses  and  markets,  Pfeiffer  be- 
heves  Compaq  must.  "We've  seen  the 
long-term  potential,"  he  says.  "It's 
stronger  than  we  had  anticipated,  much 


out  a  personal  computer.  Rivals  such  a 
IBM,  Hewlett-Packard,  and  Dell  Com 
puter  say  the  move,  which  cuts  th 
price  of  an  entry-level  computer  in  h; 
isn't  worth  the  effort.  Says  James 
Firestone,  general  manager  of  ib; 
Consumer  Div.:  "To  get  to  $1,000,  y 
have  to  back  off  cutting-edge  techno: 
gy."  Although  the  pr-ice  of  Compaq' 
Presar-io  2000  doesn't  include  a  monJi 
tor,  it  will  have  the  latest  chip  and  dis 
technologies  (page  75). 

The  PC  for  the  masses  is  just  on 
part  of  a  broad  consumer  push  into  ir 
formation  appliances.  Compaq  wants  t 
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Forget  Retirement-We're  Talking  About 
A  Second  Childhood.   (This  Time 
Make  Sure  You  Get  A  Big  Allowance.) 


.suranc*  proHucls  from  Affea  Life  Insurance  and  Annuily  Co. 


How  long  has  it  been  since  anyone  asked  you  what  you  want  to  be  when  you  grow  up?  Well,  allow 
us  to  ask  you  now.  What  do  you  want  to  be  when  you  grow  up?  Before  you  decide,  talk  to  Aetna 
Retirement  Services.  With  tools  like  annuities,  401(k)s,  IRAs.  mutual  funds,  and  life  insurance  for 
your  family,  you  could  accumulate  the  kind  of  assets  that  will  let  you  be  whatever  your  cholesterol- 
free,  fully  aerobicized,  ever-loving  heart  desires.  For  your  free  brochure,  call  1-800-AETNA-60  or 
visit  us  at  http://www.aetna.com. 


Build  for  Retirement.  Manage  for  Life." 


Aetna    Retirement    S  e  r  v  i  c 


I  FREE 

•  Year  2000 

•  Guide 


The  options  for 
business,  explained 
in  business  terms. 


Information  Processing 


Date  Change 


Sponsored  by  JBA  and  IBM 

JBA  is  a  world  leader  in 
integrated  business  software 
solutions. 


For  your  copy  call:  (800)  441-4768 
htfps/Ay  w  w.j  bai  ntl  .com/2000.htm 


deliver  attachments  for  the  kitchen 
phone,  digital  TVs  for  the  living  room^ 
and  Internet  servers  that  can  control 
your  home  appliances.  In  June,  the 
Compaq  name  will  appear  on  a  large- 
screen  PC/TV  that  will  allow  couch  pota- 
toes to  watch  a  progi'am  on,  say,  Bali, 
while  pulling  resort  descriptions  off  the 
Internet.  "We  plan  to  be  the  Procter 
&  Gamble  of  the 
digital  home,"  says 
Compaq  consumer 
products  chief 
Michael  D.  Heil. 

To  get  there, 
Compaq  is  again 
playing  the  upstart  . 
In  December,  the 


- 

I 


Compaq  Gets  By 
With  a  Lot  of  Help 
From  Its  Friends 


company  won 
brawls  with  tv 


A  $999  HOME  PC  To  appeal  to 
middle-income  consumers  and 
broaden  the  market  for  home 
PCs,  a  new  machine  will  use  chip 


nmning  a  stock  trading  package.  "We'i 
going  to  set  a  pace  in  the  TV  industr 
that  resembles  the  pace  we've  set 
the  computer  industiy,"  says  Steams, 
To  finance  all  this,  Compaq  must  b 
come  superefficient.  It  already  is  deve 
oping  just-in-time  inventory  stocki; 
and  is  building  business  PCs  to  fill  di 
er  orders  rather  than  rely  on  its  o 
forecasts.  In  the  li 
quarter,  such  movft- 
shrank  inventori( 
to  just  30  days,  fro: 
69  days  a  year  ag  : 
contributing  $1  bi 
lion  to  the  $4  billir 
cash  hoard  it  had  ; 
the  end  of  Decen 
ber.  By  this  tirr 
next  year,  Comp& 


"  y  : technology  from  Cyrix  ""'^^ 
broadcasters  and  '   expects  to  help  tn 


phone  companies 
over  the  direction  of 
high-definition  TV 
and  data  networks. 
CalifoiTiia  regulators 
rejected  higher  digi- 
tal line  fees  after 
Compaq  and  others 
organized  opposition. 
In  the  HDTV  debate, 
Richard  J.  Solomon, 
associate  director  of 
Massachusetts  Insti- 
tute of  Technology's 
Research  Program 
on  Communications 


MAINFRAME-CLASS  SERVERS^ 

With  Intel,  Tandem,  and  Microsoft 

as  partners,  a  new  generation  of 
computer  servers  will  run  major 
corporations 

PC  THEATER  For  the  higher- 
income  consumer,  a  large-screen 
PC/TV  for  the  family  room  is  in 
the  works  with  Thomson  Con- 
sumer Electronics 

DIGITAL  TV  In  cahoots  with  Intel 
and  Microsoft,  the  high-definition 
TV  is  being  recast  to  support 
digital  standards  and  future  corn- 


more  than  a  monil 
off  of  its  dealers'  il 
ventories  by  doir 
more  of  the  cu 


Pohcy  and  an  early    P^^?'l§??[   tomization  they  no||?ari 

INTERNET  FAX/PHONE  Forget 
the  telephone  network;  with 
help  from  NetCentric,  Compaq 
servers  will  direct  calls  over 
the  Internet 

<  DIGITAL  TOYS  A  series  of 
home-PC  add-ons  and  chil- 
dren's software  developed 
with  Fisher-Price  will  grab 
customers  when  they're 
young 

  DATA:  COMPAQ  COMPUTER  CORP 

HDTV  advocate,  says:  "Compaq  and  Intel 
are  doing  what  IBM  and  Apple  did  10 
years  ago.  They're  offering  the  leader- 
ship that  you're  not  getting  from  the 
(jld-line  industries — broadcasting  and 
consumer  electronics." 
MEDIA  MADNESS.  Now,  Compaq  is  as- 
sembling a  coalition  to  ch-aft  new  digital- 
TV  standards.  The  coalition,  says  Robert 
W.  Stearns,  senior  vice-president  for 
technology  and  corporate  development, 
will  design  new  digital  TVs  that  could 
get  data  over  the  airwaves  and  play 
Cable  News  Network  in  a  window  while 


perfoi'm 

The  potential  pa 
off?   Compaq  no 
spends  about  7.40 
every  sales  doUi  S: 
moving  componen 
and  delivering 
products.   By  D  i 
cember,  says  Senii 
Vice-President 
Operations  Gregoi 
E.  Petsch,  new  su 
ply  lines  will  sli^J 
IM  off  of  those  e 
penses,  which  comes  out  to  a  potenti  s 
$310  million  payoff  if  revenues  hit  an  r 
lysts'  $22  billion  sales  estimates. 

Investors  are  betting  that  the  cor 
pany  can  reach  its  goals.  Compac 
shares,  which  hit  a  new  52-week  high 
87%  on  Feb.  3,  are  up  16.6%  this  ye 
vs.  8.5%  for  the  Standard  &  Poor 
Computer  Systems  Index.  If  Pfeiff 
pulls  off  his  vision  of  convergence,  Coi 
paq's  future  is  likely  to  be  dravm  in  ti ; 
same  bold  lines  as  the  artwork  outsii 
his  office. 

Gary  McWilliams  iyi  HmsiAi. 


BREAKINC  THE  $1,000  BARRIER 


Fl 


or  years,  PC  makers  have  stiaig- 
gled  to  make  their  way  into  the 
60%  of  U.  S.  homes  that  still  don't 
lave  computers.  On  the  theoiy  that 
)rice  was  the  problem,  they  offered 
ip  bare-bones  machines  that  cost  less 
han  $1,000  but  lacked  power  and  piz- 
,azz.  Still  no  go.  This  holiday  season, 
'Cs  priced  under  $1,000  accounted  for 
ass  than  10%  of  the  1  million  comput- 
rs  sold  via  retail — and  penetration 
ato  homes  remains  stalled. 

Tiy,  try  again.  On  Feb.  26,  Com- 
■aq  Computer  Corp.,  the  world's  No. 
PC  maker,  will  unveil  its  $999  Pre- 
ario  2000 — and,  vdth  it,  a  whole  new 
pproach  to  low-cost  machines.  Un- 
ke  the  usual  feature-starved  models, 
le  Presario  2000  is  a  sleek  black 
nit  that  comes  loaded  with  the 
oodles  consumers  love:  a  133-Mhz 
rocessor,  cd-rom  drive,  speedy  mo- 
em,  built-in  stereo  speakers,  and  a 
enerous  32  megabytes  of  memory. 
iVe've  tried  to  hit  the  mar- 
9t  with  a  fully  featured 
roduct — one  you  don't  have 
)  apologize  for,"  says  Robert 
L  Steams,  senior  vice-presi- 
jnt  for  technology  and  cor- 
Drate  development. 
THER  PLAYERS.  The  result, 
lalysts  say,  could  be  as  pro- 
und  as  the  company's  giant 
•92  price  cuts  that  unleashed 
surge  in  sales  and  changed 
'  pricing  forever.  If  Compaq 
IS  finally  hit  upon  the  right 


PCS — professional,  high- 
income  families  with  chil- 
dren— ah'eady  own  a  com 
puter,  says  researcher 
Odyssey  LP.  Instead 
of  reaching  new 
customers  last  yeai; 
PC  makers  rolled  two- 
thu'ds  of  their  10.6 
milhon  home  comput- 
ers into  households 
that  ah'eady  had  at 
least  one  machine,  says  market  re- 
seai'cher  Computer  Intelligence. 

To  get  back  on  a  go-go  gi'owth 
path,  PCs  will  have  to  appeal  to 
lower-income  buyers.  Only  16%  of 
households  earning  less  than 
$25,000  a  year  and  25%  of  those 
earning  $25,000  to  $34,000  now 
have  PCs,  says  International  Data 
Corp.  "A  lot  of  consumers  haven't 
come  into  the  market  because  of 
price,"  insists  Mai  Ransom,  Packard 

The  Making  of  a 
Cheaper  PC 


PENTIUM  166-MH2  PC 


SUB-$1,000  PC 


new  customers  into  the 
arket  and  force  the  industry 
follow  suit. 

To  be  sure,  Compaq  is  not 
e  only  one  with  this  idea, 
's  not  even  the  first.  On 
n.  8,  Packard  Bell  NEC  Inc. 
nounced  a  loaded  120-Mhz 
mtium  PC  priced  at  $999 
th  a  monitor.  Meanwhile, 
iyers  such  as  Acer,  AST  Re- 
arch,  and  Gateway  2000 
y  they,  too,  may  have  pow- 
ful,  low-cost  models  out  lat- 
this  year.  But  it  is  Com- 
q,  with  its  quahty  brand 
me,  that  experts  say  will 
ike  the  difference. 
And  none  too  soon.  Gaining 
w  customers  is  critical  for 
J  PC  industry,  which  will 
3W  more  slowly  in  1997 — 
To,  vs.  23%  just  two  years 
\  More  than  63%  of  the 
iseholds  most  likely  to  buy 


$225 

MOTHERBOARD 
AND  GRAPHICS 

$140 

32  MB 

$100 

MEMORY 

$50 

16  MB 

P-166 

$295 

PROCESSOR 

$90 

P-120 

2  GB 
lOxCD 

$278 

STORAGE 

$198 

1.2  GB 
8xCD 

$58 

SOFTWARE  AND 
MANUALS 

$56 

$65 

CASE,  POWER, 
MOUSE,  KEYBOARD 

$53 

15  in. 

$161 

MONITOR 

$121 

14  in. 

33.6  Kbps 

$60 

MODEM 

$35 

33.6  Kbps 

$1,242 

TOTAL  MATERIALS 

$743 

$65 

ROYALTIES  AND 
ASSEMBLY 

$48 

$65 

WARRANTY 
AND  SUPPORT 

$16 

$25 

SHIPPING 

$10 

@  24% 

$451 

VENDOR  MARGIN 

$91 

@  10% 

$1,848 

COST  TO  RESELLER 

$908 

@  12% 

$251 

RESELLER  MARGIN 

$91 

@9% 

$2,099 

STREET  PRICE 

DATA:  DATAQUEST  INC, 

$999 

Bell  NEC's  senior  vice-presi- 
dent of  marketing. 

But  price  isn't  the  only 
obstacle.  Bargain-base- 
ment machines  carry 
such  low  margins 
that  they  may  pro- 
duce only  paltiy  cor- 
porate profits — at 
best.  That's  because 
there  is  only  a  limited 
amount  of  cost  engi- 
neers can  squeeze  out  of 
a  PC.  Compaq,  for  example, 
saved  money  by  limiting  ex- 
pansion options  and  using  a  mi- 
croprocessor from  Cyi'ix  Corp. 
that  replaces  a  handful  of  more  ex- 
pensive parts  from  Intel  and  others. 
More  important,  the  $999  price  tag 
doesn't  include  a  monitor.  To  hit  the 
sub-$l,000  price  point,  PC  makers 
will  have  to  live  with  margins  as 
low  as  10% — half  of  what 
J  they  can  earn  ft'om  high- 
'  end  systems  (table). 

That's  why  some  PC 
makers  are  taking  a  wait- 
and-see  attitude.  IBM  says 
it's  not  piu'suing  the  low 
end  of  the  market.  And 
Hewlett-Packard  Co.  has 
no  plans  for  an  ultracheap 
PC  because  it's  not  con- 
vinced consumers  will  pass 
up  top  performance  or  ex- 
pandability to  save  a  few 
hundred  bucks. 

One  player  that  could  be 
hurt  if  low-cost  PCs  take  off 
is  Intel,  whose  profit  model 
relies  on  pushing  customers 
to  buy  the  latest,  highest- 
mai-gin  chips.  Intel  insists  it 
has  no  plans  to  design  new 
processoi's  specifically  for 
cheap  PCS — even  though  the 
low  end  creates  sales  oppor- 
tunities for  rivals  Cyiix  and 
Advanced  Micro  Devices. 

Compaq  and  other  cheap 
PC  champions  think  that 
might  be  shortsighted.  If 
low-cost  systems— with  or 
without  Intel  Inside — bring 
millions  of  new  households 
into  the  computer  age,  then 
Compaq  will  have  once 
again  changed  the  personal 
computer  business. 

By  Andy  Reinhardt, 
with  Peter  Bwrows,  in  San 
Francisco  and  Larry  Arm- 
strong in  Los  Angeles 


j. 


BUSINESS  WEEK  /  FEBRUARY  17,  1997  75 


The  1997  Business  Week  Presidents  Forum 


GLOBALLY: 


U.S.  Business  Takes  Charge 


April  9-11,  1997.  Phoenix,  Arizona 


Presidents  Forum  •  April  9-11, 1997  •  Phoenix,  Arizona 

Fi'dturcfl  spcdkers: 


W.  Wayne  Allen 
Chairman  and  CEO 
P/iillips  Petroleum 
Company 


James  Barksdale 
President  and  CKO 
Netscape  Communications 
Corporation 


John  1'.  Chambers 
President  and  CEO 
Cisco  Systems,  Inc. 


Pat  Choatc 
Director,  Manufacturing 
Policy  Project;  1996  Vice 
Presidential  Candidate 


Jeffrey  E.  Garten 
Dean 

Yale  School 
of  Management 


'I'he  Honorable 
Mickey  Kantor, 

Eormer  Secretary  of 
Commerce,  United  States 
Department  of  Commerce 


Leslie  (i.  McCraw 
Chairman  and  CEO 
Fluor  Corporation 


Dana  (j.  Mead 
Chairman  and  CEO 
Tenneco 


Robert  Meets 
President  and  CF.O 


W()lfu;ang  R.  Schmitt 
Chairman  and  CEO 


Reebok  Brands  Worldwide  Rubbermaid  Incorporated 


Featuring  as  the  keynote  sgieaker  James  A.  Baker,  III,  U.S.  Secretary  off  State,  1989-1992  ; 


.Xmpetition  in  growing  international  markets  is  fierce. 
I  rules  of  trade  continue  to  change,  newly  empowered 
rs  are  posing  threats  to  U.S.  business  success  abroad. 

an  American  business  secure  a  competitive  advantage 

complex  global  playing  field? 

oin  Business  Week  and  the  Presidents  of  the  nation's 
t  corporations  and  find  out  how  U.S.  business  is  taking 
Don't  miss  this  valuable  opportunity  to  gain  proven 
^ies  from  some  of  America's  biggest  global  winners  at 
"estigious  annual  event. 


Presented  in  association  witii: 

Hewlett-Packard  Company 
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With  support  from: 
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DEALS 


CLASS  MEETS  MASS 
ON  WALL  STREET 

Morgan  Dean  Witter  could  change  the  balance  of  power 


The  array  of  Wall  Street  heavy- 
weights at  the  mid-Manhattan 
press  conference  was  impressive. 
Richard  B.  Fisher,  Morgan  Stan- 
ley's seasoned  chainnan,  his  hard-charg- 
ing pi-otege,  John  J.  Mack,  and  Philip  J. 
Purcell,  Dean  Witter  Discovers  builder 
and  chief  executive,  announced  on  Feb. 
5  they  will  unite  to  create  a  new  finan- 
cial powerhouse,  Morgan  Stanley,  Dean 
Witter,  Discover  &  Co.  Addressing  the 
auditorium  full  of  analysts  and  reporters 
who  had  just  come  in  out  of  the  rain, 
Purcell  quipped:  "It  will  be  more  gi"ay 
and  rainy  for  some  of  our  competitors." 

It's  hard  to  argue  the  point.  The  $10 
billion  acquisition  of  the  blue-chip  in- 
vestment banking  house  by  the  main- 
stream brokerage  and  credit-card  retail- 
er could  well  shift  the  balance  of  power 
in  the  financial-services  business,  thiiist- 
ing  securities  behemoths  even  more 
solidly  into  the  forefront.  More  imme- 
diately, the  deal  is  likely  to  spur  a  Wall 
Street  race  to  get  hitched.  "It  opens  a 
spigot,"  says  James  Dimon,  chief  execu- 
tive of  Smith  Barney  Inc.  "A  lot  of  peo- 


ple win  be  thinking  of  what  they  should 
be  doing."  Adds  Bruce  Wasserstein, 
Dean  Witter's  banker:  "This  is  a  revolu- 
tion in  the  brokerage  business." 

Wliile  the  concept  of 
the  deal  seems  bril- 
liant, making  it  work 
won't  be  easy.  Upscale 
Morgan  Stanley  and 
downscale  Dean  Wit- 
ter have  radically  dif- 
ferent cultures:  The 
Four  Seasons  meets 
Burger  King. 
VIRTUAL  BANK.  With 
deal  rumoi's  swirling, 
it's  too  soon  to  know 
who  might  be  next. 
But  Merrill  Lynch  & 
Co.,  a  booming  firm 
that  takes  gi'eat  pride 
in  being  the  lai'gest  se- 
curities firm,  surely  dislikes  being  one- 
upped.  Morgan  Stanley  Dean  Witter  Dis- 
cover will  now  have  $271  bOlion  in  assets 
under  management,  vs.  Merrill's  $234 
biUion,  and  $10.6  billion  in  capital,  vs. 


TOP  OF  THE  HEAP 

MORGAN  STANLEY,  DEAN  WITTER.  DISCOVER 
$21 


MERRILL  LYNCH 

FIDELITY 

$10*  '  ' 

GOLDMAN  SACHS 

PAINEWEBBER  j 

0        5  10 
►  BILLIONS  OF  DOLLARS 


DATA  MORGAN  STANLEY, 
BLOOMBERG  FINANCIAL  MARKETS 


MeiTill's  $6  bilhon.  The  new  fii-m  repl 
cates  on  paper  what  has  been  Merrill' 
unique  combination  of  a  powerful  ir 
vestment  bank  and  a  fai-flimg  retail  nei 
work.  "We're  fii'st-class  in  banking  an 
fii'st-class  in  distribution,"  says  Mack.  ' 
don't  think  anyone  else  can  say  that." 

Goldman,  Sachs  &  Co.  may  be  anotlie 
institution  retliinking  its  fi.iture.  The  la^ 
major  private  Wall  Street  partnershi 
has  superb  earnings,  but  it  may  b 
forced  to  get  into  retail  distribution  t 
compete.  Smaller  retail  firms  such  t 
Piudential  Seciuities  Inc.  and  PaineWel 
ber  Inc.  (a  rumored  takeover  target  i 
recent  weeks)  may  be  better  off  teame 
up  with  a  big  institutional  player. 

Lai-ge  banks  also  look  more  compel 
lively  vulnerable.  Merrill  Lynch  is  a 
ready  a  bank  disguised  as  a  brokeras. 

firm  but  without  tl 
regulatory  constraint 
Now,  Morgan  Stanlt 
will  also  be  a  virtu 
bank,  able  to  offt 
eveiything  from  sync 
cated  loans  to  any 
nancial-services  produ 
a  retail  customc 
wants.  "This  has  re 
competitive  implicati(  )i 
for  banks  with  nation 
ambitions,"  says  one  i 
vestment  banker.  "F' 
talked  to  bank  ( i  i 
who  wonder  how  rel 
vant  the  banking  sy 
tem  is  anymore." 
agrees  that  this  is 
watershed  deal.  Morgan  Stanley's  st" 
rose  73<  on  the  news.  Investors  are  bu 
ing  Purcell,  Mack,  and  P'isher's  idea  tli 
the  two  firms  will  be  able  to  attr;i 
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ore  business  together  than  they  would 
dividually:  Dean  Witter  brokers  will 
ive  more  products  to  sell,  given  Mor- 
in  Stanley's  strength  in  international 
oney  management  and  undei-writing. 
nd  Morgan  Stanley  will  win  more  un- 
!rwriting  mandates,  since  it  can  say 
has  gi-eater  retail  distribution  thi'ough 
ean  Witter's  9,300  brokers. 
The  new  firm  will  also  have  more  di- 
•rsified  earnings.  Morgan  Stanley  Dean 
itter  Discover  w\\l  earn  just  50%  of  its 
come  from  securities  busineses,  with 
e  rest  coming  from  credit  cards  and 
oney  management.  This  should  help 
i  stock  price,  since  credit  cards  and 
oney  managers  trade  at  higher  multi- 
es  than  more  volatile  securities  firms. 
The  genesis  of  the  deal  came  two 
•ai's  ago,  when  Morgan  Stanley  helped 
ean  Witter  Discover  spin  off  from 
;ars  Roebuck  &  Co.  and  Fisher  intro- 
iced  Mack  to  Purcell.  The  two  fij'ms 
ied  to  hammer  out  a  joint  ventui'e. 
jt  it  was  only  in  recent  months  that 
ey  realized  a  full-blown  merger  was 
e  only  way  to  go.  "If  you  believe  con- 
lidation  is  inevitable,  it  makes  sense  to 
ck  your  partner,"  says  Fisher.  "We 
e  convinced  it  is  the  strongest  possible 
mbination  we  could  make." 
EST  TEAM."  In  the  process,  the  two 
en  became  friends.  "That  was  the 
lole  key  to  the  deal.  There  is  a  genuine 
ndness  for  each  other,"  says  Peter 
irches,  head  of  Morgan  Stanley's  se- 
rities  business.  Mack,  52,  says  he 
reed  to  be  president  early  on,  letting 
ircell,  54,  be  ceo  to  smooth  the  way  for 
deal.  Mack,  who  was  just  coming  into 
5  own  after  a  close  partnership  with 
sher,  would  have  become  ceo  of  Mor- 
,n  Stanley  in  June,  1997.  "Is  it  hard 
•  me?  Siu-e,"  says  Mack.  "But  the  point 

I  would  much  prefer  to  be  on  the 
st  team."  Purcell  insists  the  firm  will 

ran  as  a  tine  partnership  between 
"n  and  Mack,  in  behavior  and  compen- 
tion.  "We  will  rise  or  fall  together," 
ys  Pui'cell. 

One  thing  Mack  has  going  for  liim  is 
at  most  of  the  fii-m's  business  will  re- 
rt  to  him.  Answering  to  Mack  will  be 
irches,  whose  division  includes  invest- 
5nt  banking,  fixed-income,  and  equi- 
is;  James  Higgins,  who  heads  Dean 
liter's  retail  bi'okerage  operation;  and 
mes  Allwin,  who  heads  Morgan  Stan- 
'  Asset  Management  and  Van  Kampen 
nerican.  The  heads  of  Discover  and 
tercapital.  Dean  Witter's  retail  nuitual- 
nd  business,  will  report  to  Purcell. 
Naysayers  are  already  throwing 
Jnes.  One  banking  competitor  says 
at  since  Morgan  Stanley  will  be  pre- 
cupied  with  the  merger  for  two  to 
ree  years,  it  will  take  its  eye  off  the 
11.  The  bigger  issue  is  whether  two 
ch  firms  that  are  so  different  cultur- 


ally can  be  joined.  Purcell  argues  that 
the  two  firms  are  only  going  to  be  com- 
bined in  the  veiy  limited  areas  where 
there  is  overlap,  such  as  research  and 
underwi'iting.  "We're  not  going  to  inte- 
grate everything."  And  Dean  Witter 
will  keep  its  headquarters  in  the  World 
Trade  Center,  while  Morgan  Stanley  re- 
mains in  its  new  digs  in  Times  Square. 

Still,  many  wonder  whether  Morgan 
Stanley  will  be  able  to  preserve  its 
classy  image  and  reputation  for  being 


the  best.  Mack  says  this  is  not  the  first 
time  the  question  has  been  asked.  He 
recalls  that  over  the  years,  at  every 
critical  juncture  in  Morgan  Stanley's  his- 
tory, whether  it  was  getting  into  the 
capital  markets  business  in  1979  or  go- 
ing public  in  1986,  people  have  said  the 
firm's  culture  would  be  destroyed. 

"This  is  evolution,"  says  Mack.  Says 
Fisher:  "What  would  Mr.  Morgan  say? 
He  would  say,  'Way  to  go.' " 

By  Leah  Nathans  Spiro  in  New  York 


JUST  THE  GUY  TO  BRIDGE 
TWO  OPPOSITE  WORLDS 


If  the  retail  brokers  at  Dean  Wit- 
ter, Discover  &  Co.  clash  with  the 
white-shoe  investment  bankers  at 
Morgan  Stanley  &  Co.,  it  will  be 
nothing  new  to  Philip  J.  Purcell.  The 
former  McKinsey  &  Co.  consultant 
now  slated  to  become  CEO  of  the 
combined  brokerage  behemoth  has  a 
long  history  of  overcoming  such  cul- 
tural conflicts. 

It  started  with 
his  boyhood  in  Salt 
Lake  City,  where 
as  a  CathoUc  he 
stood  apart  from 
his  predominately 
Mormon  peers.  And 
it  continued 
through  his  ascen- 
sion at  Dean  Witter 
in  the  face  of  grave 
industry  doubts 
about  his  lack  of 
brokerage  experi- 
ence. "He  was  al- 
ways viewed  as  an 
outsider  and  given 
very  little  chance  to 
succeed,"  notes  ana- 
lyst Michael  A. 
Flanagan,  of  Finan 


Dame,  the  University  of  Chicago's 
business  school,  and  the  London 
School  of  Economics,  he  went  on  to 
become  McKinsey's  youngest  manag- 
ing director  at  age  32. 

No  one  at  the  consultancy  under- 
stood why  their  rising  star  moved  in 
1978  to  client  Sears,  Roebuck  &  Co. 
His  elite  credentials  clashed  with 
those  of  the  bu- 
reaucrats at  the 
Big  Store,  who 
lived  and  breathed 


EDUCATION  BA,  Notre  Dame; 
MBA,  University  of  Chicago;  Mas- 
ter's, London  School  of  Economics 

McKINSEY  &  CO.  Joined 
Chicago  office  in  1967.  In  1976 
became  firm's  youngest  managing 
director  at  32.  Biggest  client;  Sears. 

SEARS  ROEBUCK  Hired  in 
1978  to  develop  strategy;  mapped 
acquisition  of  Dean  Witter. 

DEAN  WITTER  Took  over  in 
1982.  Surprised  Wall  Street  by 
overhauling  firm,  spearheading 
Discover  Card  launch  in  1985  and 
focusing  on  individual  investors. 
Earnings  soared 


retail.  Yet  Purcell 
emerged  as  Sears' 
key  strategic 
thinker.  With  then 
ChaiiTnan  Edward 
R.  TelHng,  he 
hatched  the  idea  of 
selling  financial  ser- 
vices to  Middle 
America,  which  led 
to  the  piu'chase  of 
Dean  Witter  in 
1981  and  the  cre- 
ation of  the  Discov- 
er card  in  1985. 
STABILITY.  Telling 
put  him  in  charge 
of  the  brokerage 


cial  Service  Analyt-  '   firm  in  1982  to  give 

ics  in  Philadelphia.  ^ata:  business  week 

Purcell's  secret?  Sticking  to  a  vi- 
sion while  delegating  operating  au- 
thority to  managers  who  gi"ew  up  in 
the  business.  Those  skills  will  be 
tested  as  he  attempts  to  knit  togeth- 
er two  of  the  industry's  most  dis- 
parate fiiTns,  using  the  strengths  of 
each  to  shore  up  weaknesses  in  the 
other.  "We  are  bent  on  creating  the 
preeminent  services  fii'm,"  he  says. 

The  53-year-old  ceo  is  rarely  in- 
timidated. After  showing  no  special 
genius  as  a  boy  in  Utah,  the  lanky 
Purcell  became  a  compulsive  over- 
achiever.  A  top  student  at  Notre 


him  operating  expe- 
rience— a  sacrifice,  since  it  meant 
Purcell  would  spUt  time  between 
New  York  headquarters  and  the 
Chicago  home  where  his  wife  and 
seven  sons  continued  to  reside.  Con- 
trary to  the  industry's  low  expecta- 
tions, he  transformed  the  firm,  re- 
focusing  it  on  mainstream  brokerage 
services,  and  avoiding  the  boom-bust 
cycles  of  flashier  securities  firms. 

At  the  combined  firm,  Purcell 
will  have  to  deliver  synergies  on  a 
giant  scale.  It's  a  perfect  job  for  an 
overachiever. 

By  Greg  Burns  in  Chicago 
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CREDIT  CARDS 


ARE  VISA  AND  MASTERCARD 
HOGGING  THE  BUSINESS? 

The  Justice  Dept.  is  cranking  up  an  antitrust  investigation 

Last  May,  American  Express  Chair- 
man Harvey  Goliib  tlii-ew  down  the 
gauntlet:  At  an  Atlanta  conference, 
he  exhorted  a  roomful  of  bankers  to 
break  with  a  long-established  practice  in 
the  credit-cai'd  business.  For  years.  Visa 
International  Inc.  and  MasterCard  In- 
ternational Inc.  have  mainly  used  banks 
to  issue  their  cards,  while  American 
Express  Co.  has  used  its  own  distribu- 
tion system.  Golub,  whose  caixl  has  been 
losing  market  share,  said  he  would  like 
to  tap  into  the  bank  network.  "You 
would  strengthen  your  competitive  po- 
sition and  make  more  money,"  he  told 
the  bankers.  Wliy?  For  one,  they  would 
have  another  product  to  attract  cus- 
tomers, he  said. 

The  bankers,  though,  knew  that  Gol- 
ub s  offer  was  not  just  a  simple  sales 
pitch.  Golub  was  trying  to  persuade 
banks  to  rebel  against  Visa's  strict  by- 
laws pi-oliibiting  its  U.  S.  membei-  banks 
fi'om  issuing  competing  cards,  mainly 
those  from  American  Express  and  Dis- 
cover Just  five  months  earlier,  AmEx 
had  filed  a  complaint  to  the  European 
Commission  challenging  an  alleged  effort 
by  Visa  to  prohibit  banks  in  Europe 
that  issue  Visa  cards  fi'om  also  issuing 
American  Express  cards.  European 
tiustbusters  took  a  tough  stance  against 
Visa,  believing  that  banks  should  be 
able  to  offer  any  kind  of  card. 
THICK  SLICE.  Now,  with  the  Visa-AmEx 
battle  getting  hotter  eveiy  day,  the  Jus- 
tice Dept.  is  cranking 
up  an  antitinst  investi- 
gation. Justice  wants  to 
see  whether  Visa  and 
MasterCard,  both  non- 
profit joint  ventures  of 
card-issuing  banks,  are 
illegally  constraining 
competition.  According 
to  The  Nilson  Report, 
an     Oxnard  (Calif.) 
newsletter,   Visa  was 
used  for  nearh  half  of 
the  $328  billion  n  U.S. 
card  purchases  during 
the  first  half  of  rt96: 
Visa  had  48%  of  that 
market,  MasterCanl 
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VISA  SOARS  AT 
AMEX'  EXPENSE 


MARKET  SHARE  OF 
U  S  CARD  PURCHASE  VOLUME 
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EXPRESS 


r-1 

'85  '90  '95JUNE 

▲  PERCENT  '96 
DATA:  THE  NILSON  REPOm.  OXNARD,  CALIT 


25%,  AmEx  19%-,  Discuvei-  1%,  and  Din- 
ers Club  1%'.  Says  pubhsher  H.  Spencer 
Nilson:  "This  industiy  will  be  dominated 
even  more  by  Visa  and  MasterCard  un- 
less the  Justice  Dept.  takes  action." 

Visa  defends  its  arrangement.  "Se- 
lective distribution  is  a  well-accepted 
business  principle,"  says  Paul  Allen, 
Visa's  general  counsel.  "We  think  there 
are  real  benefits  to  the 
integrity  of  the  Visa 
brand."  And  Charlotte 
Rush,  a  MasterCard  se- 
nioi'  vice-president,  says 
that  if  Justice  inter- 
venes to  help  AmEx, 
the  high-cost  provider, 
"the  result  would  be 
higher  pi'ices  ultimately 
passed  on  to  the  con- 
sumer." On  the  other 
hand,  Thomas  R.  But- 
ler, president  of  Dean 
Witter,  Discover  &  Co.'s 
Novus  Services,  which 
runs  Discover  cards, 
counters  that  the  Visa- 


OISCOVER- 


MasterCard  network  is  a  "classic  ant 
competitive  abuse  of  market  power 
Adds  American  Expi-ess  Vice-Chairm; 
Kenneth  I.  Chenault:  "I  am  hoping  Ju 
tice  will  follow  the  lead  of  what  ha] 
pened  in  Europe." 
GATEKEEPER.  If  Justice  agrees, 
move  could  well  i-eshape  the  competiti' 
landscape  for  the  huge  credit-  ai 
charge-card  industiy.  It  could  also  affi 
the  next  generation  of  banking  pro 
ucts  such  as  smart  cards  and  electror 
money.  "If  you  conti 
the  card,  you  conti 
the  gateway  to  the  ci 
tomer"  for  new  pro 
ucts,  says  James 
Brown,  director  of  t' 
Center  for  Consum 
Affairs  at  the  Univi 
sity  of  Wisconsin 
Milwaukee. 

In  weighing  the 
sue.  Justice  will  ha 
to  contend  with  a  ti 
gle  of  legal  preceden 
In    1974,  Arkans 
Worthen  Bank  &  Tnr 
Co.  sued  Visa,  which  t 
the  time  did  not  allur 
its  banks  to  issue  M;- 
terCards.  When  Just 
declined  to  back 
Visa  let  members  is^e 
MasterCard.  Yet 
1994,  a  court  backi  ( 
Visa  rule  bari'ing  m 
peting  card-issuei's. 
said  that  joint  ventu 
sTich  as  Visa  and  MasterCard  have  i 
right  to  enact  exclusive  membei  - 
i-ules.  The  reason:  If  joint  ventwers  I 
to  accept  all  comers,  they  would  li; 
little  incentive  to  foiTn  them. 

The  Justice  inquiry  is  one  of  the  iii  i 
est  priorities  of  its  antitroist  czar,  Joe' 
Klein,  according  to  sources  close  to 
matter  Justice  decUnes  to  comment , 
soui'ces  say  Klein  will  probably  ii 
his  decision  on  whether  to  sue  Visa  . 
MasterCai'd  by  late  Febi'^iary. 

Pei'haps  the  most  important  issTii 
the  dispute  is  whether  letting  An 
and  Discover  offer  their  cards  to  \ 
and  MasterCard  issuers  would  spii' 
quell  competition.  Some  experts  pi't 
that  if  AmEx  and  Discover  coukl 
the  bank  network,  they  would  beci  i 
more  forTnidable  rivals — which  could 
ate  innovative  products  and  Id' 
prices.  AmEx  contends  that  this  is 
what  happened  in  Europe  when  it 
allowed  to  offer  its  car-d  thr-ough  Visii 
suer-s.  Competition  has  intensified,  sj 
AmEx,  adding  that  Visa  has  responj 
by  bolstering  its  corporate  card. 
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Monkey 
on  your 
back  #15: 
How  to  make 
sure  a  server 
that's  optimized 
for  Windows  NT 
isn't  less 
than  optimal 
for  your 
organization. 


^Ilfgl  ^     Pick  a  wi'0)i>^  server  ivid 


tliiui^s  could  ^ct  complicated. 


PENTIUM  PRO 


Pick  a  Dii^itdl  server  and  sud- 
deidy  life  becomes  less  stressful.  One  reason: 
now  i/ou  can  get  the  Prioris^"  server  that 
came  in  first  in  the  TPC  -C  benchmark* 
among  all  systems  running  Microsoft' 
Wiihloivs  NT'  4.0  and  SQL  Server  "' 6.5. 
And  to  make  your  decision  even  sim- 
pler, they  all  come  with  ServerWORKS  " 
Manager,  the  nuinagement 
tool  that  actually  has 
Windoivs  NT  support  built 
right  in.  Add  the  fact  that 
HO  other  vendor  can  equal 
Digital's  full  line  of 
Wind oics  NT-opt i miz ed 
products,  or  the  service  and 
support  to  back  them  up, 
and  it  becomes  very  clear: 
Digital  is  the  optimal 
choice.  For  your  nearest 
reseller,  call  1-800-DIGlTAL,  or  visit 
zv w w .  w ind 0 IV s . d ig ital.com. 

"First  in  pfice/perlormance  with  TPC-C  results  loi  Digital  ol  6,712  53  tpmC  at 
$65  16/lpmC  Digital  s  TPC  results  (as  ol  ltM4/96)  obtamer]  running  Microsoft  Windows 
NT  4  0  and  Microsott  SOL  Server  6  5  on  a  Digital  Pnons  ZX  6200  MP/4  TPC  C  results 
lor  tne  petlormanr^e  mnner-up  Compaq  ProLiant  5000  Model  6/200  C/S  are  6,67t  67 
tpmC  at  S90  20/tpmC  " '  Digital  Eguipment  Corporation,  1997  Digital,  Itie  Digital  logo, 
ServerWORKS  and  Pnons  are  tjademar1\s,  and  Whatever  It  Takes  is  a  service  mark  ot 
ttie  Digital  Equipment  Corporation  Intel  Pentium,  and  llie  Intel  Inside  Pentium  Pro 
processor  logo  are  registered  trademarks  of  tne  Intel  Corporation  TPC  is  a  registered 
trademark  ot  ttie  Transaclion  Processing  Pertormance  Council  SQL  Server  is  a 
trademark  and  Microsoti  and  Windows  NT  are  registered  trademarks  of  tne 
Microsoft  Corporation  in  ttie  U  S  and  other  c 


Pnuns"  ZX  6000  Series 

Wmm'r  of  6  AIM  Teclnwlo^  Hot 
Iron  Awards,  3  on  Windows  NT 

Full  line  of  servers  from 
166MHz  lo  200  MHzPailnnn' 
Pro  processors,  desi^iieil  with 
high  haiidioidth  PCI 

64MB  to  2CB  inenion/ 

Sen>erWORKS  -  Manager  ami 
SenvrWORKS-  Quick  Laumtt 
are  standard  on  all  systems 
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WHATEVER  IT  TAKES 
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new  SIMPLE  Plan 
right  for  you? 


Options  for 
small-business  owners 


Our  free  guide 
will  help  you 
compare  your 
retirement 
plan  options 
so  you  can 
choose  the 
one  that's 
best  for  you 
and  your 
business. 


T.  Rowe  Price  can 
help  you  find  out. 

If  you  own  a  business 
with  100  or  fewer 
employees  and  are  in 
the  market  for  a  retire- 
ment plan,  you  should 
carefully  consider  this 
new  option. 

The  SIMPLE  IRA  is  a 
new  retirement  plan 
designed  specifically  for 
small  businesses.  It's 
like  a  401(k)  in  that 
both  you  and  your  ■■■■■■■■■■■■■■■I 
employees  contribute  to  the  plan.  The  difference  is  that 
the  SIMPLE  IRA  is  much  easier  to  set  up  and  less  expen- 
sive to  mamtain.  Plus,  your  contributions  to  the  plan  are 
generally  tax-deductible  as  a  business  expense,  and  there 
are  no  IRS  filings  required. 

Get  all  the  answers  you  need.  For  additional  informa- 
tion about  the  new  SIMPLE  IRA,  call  T.  Rowe  Price  today. 
We'll  send  you  our  free  Retirement  Solutions  guide  along 
with  our  new  SIMPLE  IRA  kit. 


For  a  free  kit, 
call  our  retirement  representatives  today 

1-800-831-1439 

http://  www.  t  rn  we  price,  com 


Invest  With  Confidence 

TRoweftice 


T.  Rimv  I'ricc  linvslmcnl  Smia's.  Iir  .  DisinliiUcir 


Finance 


sponds  Visa  spokesman  David  Melan^ 
con:  "Banks  wouldn't  encourage  inno-i 
vation  if  they  were  vested  in  all  three'j 
major  card  companies. 

Sources  say  Justice  is  focusing  oi 
inconsistencies  in  the  application  of  th( 
Visa  and  MasterCard  rules  to  prove 
they  are  unnecessarily  exclusionary 
P'or  instance,  the  two  card  companies 
allow  Citibank,  Visa's  largest  member 
to  issue  its  own  proprietary  Diner; 
Club  card. 

Whether  Visa  and  MasterCard  ar 
acting  together  to  v/ard  off  rivals  ma; 


The  Visa-MasterCard 
network  is  a  "classic 
anticompetitive  abuse 
of  market  power" 


also  become  an  issue.  "If  MasterCat 
had  its  own  self-interest  in  mind, 
would  open  up  to  AmEx  and  take  shail' 
away  from  Visa,"  says  AmEx'  Chenaui 
Counters  MasterCard's  Rush:  "Anym 
who  thinks  that  doesn't  understand  ho 
vigorously  we  compete  with  Visa." 
LEERY  BANKERS.  While  Justice  stud  it 
the  market,  many  banks  are  weighir 
whether  to  accept  AmEx  if  the  doo 
open.  Some  banks  are  leery.  "America 
Express  is  more  interested  in  usir 
banks'  customer  lists  than  in  providir 
its  customer  lists  to  banks,"  says  Phil 
G.  Heasley,  vice-chairman  of  Minneap 
lis'  Fu'st  Bank  System  Inc. 

Other  bankers,  however,  say  thi 
want  to  broaden  their  product  mi 
Chenault  of  AmEx  says  that  mai 
large  banks  that  currently  issue  Vi. 
and  MasterCard  want  to  offer  his  pn 
ucts,  too.  On  Dec.  10,  National  We; 
minster  Bank  plc  said  that  it  woii 
launch  an  AmEx-United  Airlines  ci- 
porate  charge  card  in  the  U.S.  Asi 
British  institution,  it  is  not  bound  ' 
Visa  and  MasterCard's  American  i- 
strictions.  In  another  possible  erosion ' 
Visa's  rules,  Advanta  Corp.,  a  lac 
Visa  member,  filed  an  antitrust  s 
against  Visa  for  prohibiting  a  new  pr( 
uct:  a  Visa  card  that  offered  Am 
Membersliip  Rewards  points.  Visa  coi 
tersued  for  trademark  violation. 

With  the  card  wars  intensifying,  j)  - 
haps  the  only  thing  the  protagoni 
could  agi'ee  on  is  that  Justice's  decis 
could  have  immense  reverberations  vli 
into  the  next  century. 

By  Catherine  Yang  in  Washing 
and  Alison  Rea  in  New  York 
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Plus  you  can  enjoy  BusinessWeek  Online.  Leaf  through 
the  magazine's  electronic  pages  for  global  business 
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Inside  Wall  Street 


BY  GENE  G.  MARCIAL 

HARRAH'S  MAY  BE 
IN  ITT'S  GAME  PLAN 

Don't  bet  on  itt's  succumbing  to 
Hilton  Hotels'  hostile  $55-a-share 
bid — even  if  Hilton  sweetens  the  pot — 
possibly  to  60  a  share.  That's  the  word 
from  several  itt  insiders,  who  insist 
that  Chairman  Rand  Araskog  can't  en- 
vision selling  out  to  Hilton  CEO  Steve 
Bollenbach.  "itt 
DOWN  ON  ITS       will  undertake  a 
LUCK  JUST  NOW     swift  preemptive 
strike  that's  lu- 
crative for  share- 
holders," says  one 
insider. 

ITT  brass  are 
looking  at  various 
options.  But  ac- 
cording to  people 
who  know  what's 
being  studied, 
here  is  the  likely 
strategy:  itt  will 
sell  assets  worth 
$5  biUion  in  non- 
casino-hotel  busi- 
nesses, declare  a  big  special  dividend, 
and,  at  the  same  time,  announce  a 
friendly  deal  to  acquii'e  another  gaming 
company  that  will  bolster  itt's  opera- 
tions in  Las  Vegas  and  Atlantic  City. 
How  will  these  moves  block  Hilton?  A 
sale  of  assets  preempts  Hilton — if  it 
succeeds  in  buying  itt — from  cashing 
in  on  them.  And  acquuing  another  casi- 
no for  cash  and  stock  would  make  itt 
less  attractive,  because  of  increased 
debt. 

The  outfit  that  itt  is  likely  to  strike 
a  deal  with,  say  these  soui'ces,  is  Har- 
rah's  Entertainment  (het).  One  invest- 
ment banker  says  the  buyout  price  for 
HaiTah's,  trading  at  18'^,  is  35  a  share, 
or  $3.5  billion,  itt,  he  believes,  will  of- 
fer to  assume  Harrah's  debt,  estimated 
at  about  $800  million. 

Based  in  Memphis,  HaiTah's  is  a  top 
U.  S.  casino  operator,  with  19  facilities 
in  eight  states.  For  1997,  analysts  see 
sales  of  $1.7  billion  and  earnings  of 
$1.32  a  share.  With  102  million  shares 
outstanding,  Harrah's  has  a  market 
capitalization  of  $1.9  biUion. 

"The  company's  goal  is  to  have  30 
casinos  in  operation  by  the  end  of  the 
decade  and  to  divei-sify  internationally," 
says  Smith  Barney  analyst  Hany  Cur- 
tis, who  likes  the  stock  based  piu*ely  on 
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fimdamentals.  Han-ah's  expects  to  com- 
plete a  new  hotel  in  Atlantic  City  by 
July,  1997.  It's  also  planning  to  expand 
facilities  there,  making  Harrah's  one 
of  the  largest  casinos  in  Atlantic  City. 

Some  ITT  noncasino  businesses  tar- 
geted for  sale,  says  one  insider,  include 
its  50%  stake  in  Madison  Square  Gar- 
den, its  New  York  Knicks  and  Rangers 
teams,  ITT  Information  Services,  itt 
World  Dii'ectories,  and  itt  Educational 
Sei-vices  imits.  itt  spokesman  Jim  Gal- 
laghei'  says  that  all  options  are  being 
considered  and  that  the  company  will 
make  an  announcement  in  mid-Febru- 
ary. Harrah's  ceo  Philip  Satre  says 
shareholders'  interests  will  guide  any 
decision. 

ACHIPMAKER 
BACK  IN  THE  CHIPS? 

At  least  four  big  value  investors  have 
been  accumulating  stakes — about 
4%  each — in  AUiance  Semiconductors 
(ALSC),  whose  stock  has  been  on  the 
skids  for  quite  a  while.  No,  the  com- 
pany isn't  a  takeover  play.  So  why  are 
these  pros  buying? 

"It's  a  plain-and-simple  turnaround 
story,"  says  one  hedge-fund  manager. 
He  notes  that  Alliance,  which  makes 
memory  chips  and  memory-intensive 
logic  products,  has  been  huit  by  falling 
prices  due  to  overcapacity.  But  thei-e  is 
talk  lately  that  Korean  chipmakers, 
who  control  35%  of  the  market,  will 
curtail  their  output  to  bolster  prices. 
This  has  helped  boost  the  shares  of 
U.  S.  chipmakers  Micron  Technology 
and  Texas  Instiu- 


A  SNAPBACK 
GOULD  BE  COMING 


ments.  But  so  far, 
not  of  Alliance, 
which  also  stands 
to  benefit. 

"The  snapback 
in  chip  prices  will 
siu'ely  kick  up  Al- 
hance's  earnings," 
says  one  money 
I'unner.  Most  ana- 
lysts beheve  that 
Alliance,  which 
posted  earnings 
of  26(2  a  share  in 
1996,  will  be  in 
the  red  in  1997. 
The  bulls,  howev- 
ei',  point  to  1998:  Some  analysts  predict 
120  to  35e  a  share. 

But  the  four  money  managers  are 
more  optimistic.  They  see  Alliance 
making  "at  least  50(2"  next  year.  They 
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foresee  a  surge  in  sales  of  chips  for 
business  applications;  Alliance  markets 
most  of  its  products  to  the  desktop, 
portable-computing,  and  networking 
markets.  As  a  result,  they  expect  the 
stock  to  double  in  12  months. 


TAKING  HEART 
FROM  NOVOSTE 

If  you're  among  the  half-million  Amer- 
icans who  will  undergo  coronaiy  an- 
gioplasty this  year,  you  may  be  espe- 
cially interested  in  Novoste  (novt). 
Angioplasty  is  a  common  procedure  in 
treating  heait  aihnents.  WTien  residues 
build  up  in  arteries,  angioplasty  is  per- 
formed to  reopen  those  vessels.  But 
half  the  patients  develop  a  complication 
called  restenosis — a  renaiTowing  of  ar- 
teries when  cells  proliferate  in  treated 
areas.  Novoste  says  its  beta-radiation 
therapy  prevents  such  reclogging. 

Known  as  King  Betha-Cath,  the  sys- 
tem is  in  clinical  tests  in  the  U.  S.  ant^ 
Europe  to  gain  marketing  approval, 
"Novoste  is  a  pure  play  on  techniques 
to  combat  heart  disease,"  says  Stepher 
Leeb,  publisher  of  the  newslettei 
Pe)'scmal  Finame. 


TOWARD  FEWER 
COMPLICATIONS 


"Don't  wait  for 
government  an- 
nouncements to 
catch  up  on  this 
company's  great 
promise." 

Also  high  on 
Novoste  is  money 
manager  John 
Wallace  of  the  San 
Francisco  invest- 
ment firm  Robert- 
son Stephens.  He 
notes  that  John- 
son &  Johnson 
has  a  pi'oduct 
called  Palmaz- 
Schatz  Coronary  Stent  that  reduce 
restenosis  rates  in  selected  patient 
Over  the  past  18  months,  this  produ( 
has  created  a  $600  million  business  ft 
j&j.  With  the  positive  results  froi 
Novoste's  initial  tests,  .j&.j  could  g< 
"very  interested"  in  Novoste  and  11 
King  Beta-Cath  system,  says  Wallace 

Ai-ch  Smith  of  Piper  Jaffray  expeci 
approval  of  King  Beta-Cath  by  mi( 
1999.  It's  bound  to  become  "the  pr 
feiTed  method"  for  treating  resten 
sis,  he  says.  Shares  of  Novoste  ha^ 
been  volatile  since  it  went  pubhc 
May.  Now  at  Smith  expects  tl 
stock  to  hit  30  in  12  or  18  months. 
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What's  the  difference 
between  RPS  and  UPS? 


One  letter. 

Plus  a  wtiole  new  way  of  doing  business. 

As  the  fastest-growing  small-package  carrier  in  history, 
RPS  gives  you  choices. 
Like  delivery  to  eveiy  business  in  North  America, 
free  en  route  tracing  (even  on  the  Internet!), 
and  shipping  services  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  10,000  — 
one  letter  does  make  a  world  of  difference. 

RPS.  Delivering  more  than  your  package. 

1-800-ROADPAK"  (762-3725) 
www.shiprps.com 


Mutual  Fund  Scoreboard 


YOUR  GUIDE 

TO  CLOSED-END  FUNDS 

They  look  like  mutual  funds,  trade  like  stocks,  and  earn  some  hot  returns 

t 

■  r 


can  build  a  great  investment 
jjoilfolio  with  mutual  fimds.  But  you 
may  be  able  to  build  an  even  better 
one  if  you  include  closed-end  funds. 
Many  of  these  funds,  which  invest  like 
mutual  funds  but  whose  shares  are 
bought  and  sold  like  stock,  earn  retiuTis 
that  beat  those  logged  by  their  mutual- 
fund  cousins. 

To  help  identify  these 
opportunities,  we  bring 
you  BUSINESS  week's 
Mutual  Fund  Scoreboard 
for  closed-end  funds. 
How  well  the  fund's 
portfolio  perfomned — the 
net  asset  value  (nav)  re- 
turn— and  how  the  fund 
shai'es  fared  ai*e  outlined. 
Because  prices  of  these 
shares  are  detemiined  in 
the  stock  market,  they 
rarely  trade  at  NAV,  and 
quite  often  trade  at  a 
discount.  We  also  rate 
funds  on  then-  tln-ee-year 
lisk-adjusted  portfolio  re- 
tiuTis.  This  yeai",  17  funds 
earned  three  upward- 
pointing  arrows,  the 
highest  rating.  The  rat- 
ings and  .Scoreboard  data 
are  prepared  by  Morn- 
ingstar  Inc. 

SELECTIVE.  There's  no 
better  case  for  closed-end 
funds  than  the  top-rated 
Europe  Fund.  During 
1996,  the  fund's  portfolio 
earned  a  35.8%  total  retum,  its  shares, 
34.8%.  Either  way,  the  Europe  Fund 
trounced  the  30.9%  return  earned  by 
Scudder  Greater  Europe  Growth  Fund, 
the  best-performing  European  equity 
fund  in  the  Mutual  Fund  Scoreboard 
(BW— Feb.  3 ). 

The  fund's  secret?  "Simply  stock  se- 
lection," says  portfolio  manager  Con- 
suelo  Brooke  at  Mercury  Asset  Man- 
agement International  in  London.  Its 
biggest  winner  last  year  was  Swedish 
retailer  Hemies  &  Maiuitz  ab,  up  155%. 
What's  more,  the  fund  prospered  de- 


spite the  strengthening  dollar.  Says 
Brooke:  "We  deal  with  the  dollar  by  in- 
vesting in  exporters  which  benefit  fi-om 
it."  Despite  the  results,  the  fund  still 
trades  on  the  Big  Board  at  a  10.1%-  dis- 
count to  its  NAV. 

Many  closed-end  funds  are  managed 
by  the  same  people  who  run  mutual 
funds.  The  top-performing  Salomon 


The  Best  Closed-End  Funds 

These  funds  have  earned  three  upward-pointing  arrows,  the  high- 
est rating  for  risk-adjusted  total  return  for  the  1994-96  period. 

EQUITY  FUNDS 


AVERAGE  ANNUAL 

RISK 

INVESTMENT 

TOTAL  RETURN* 

CATEGORY  t 

CENTRAL  SECURITIES 

.  23.3% 

Low 

Mid-cap  Value 

EUROPE  FUND 

21,0 

Low 

Europe 

FIRST  FINANCIAL 

35.7 

Low 

Financial  ,. 

PILGRIM  AMERICA  BANK  S  THRIFT  25.6 

Low 

Financial 

QUEST  FOR  VALUE  INCOME 

12.0 

Very  low 

Large-cap  Blend 

SALOMON  BROTHERS  FUND 

20.9 

Very  low 

Large-cap  Blend 

SOUTHEASTERN  THRIFT  &  BANK 

26.7 

Very  low 

Financial 

BONO  FUNDS 

APEX  MUNICIPAL 

6.6 

Very  low 

Mum.  Ntl.  Long 

CIGNA  HIGH-INCOME  SHARES 

11.8 

Very  low 

High  Yield 

COLONIAL  MUNICIPAL  INCOME 

5.9 

Very  low 

Mum.  Ntl.  Long 

DREYFUS  STRATEGIC  MUNICIPALS  5.9 

Very  low 

Mum.  Ntl.  Long 

KEMPER  STRATEGIC  MUNI.  INC. 

6.2 

Very  low 

Mum.  Ntl.  Interm 

MFS  MUNICIPAL  INCOME 

6.2 

Very  low 

Mum.  Ntl.  Long 

MORGAN  STANLEY  HIGH-YIELD 

11.8 

Low 

High  Yield 

MUNICIPAL  HIGH-INCOME 

7.1 

Very  low 

Muni.  Ntl.  Long 

NUVEEN  CALIF.  MUNI.  VALUE 

4.8 

Very  low 

Muni.  S.S.  Interm 

PUTNAM  HIGH-YIELD  MUNI. 

5.9 

Low 

Muni.  Ntl.  Long 

*1994-96,  pretax  return  based  on  appreciation  of  net  asset  value  plus  reinvestment  of  dividends  and 

capital  gams 


Brothers  Fund  shares  a  portfolio  man- 
ager with  the  open-end  Salomon  Broth- 
ers Investors  Fund  and  had  nearly  iden- 
tical returns  over  the  last  one-  and 
thi-ee-year  periods.  The  main  difference: 
The  closed-end  trades  at  a  5.9%  dis- 
count. The  mutual  fund  charges  loads, 
which  can  add  up  to  5%  to  the  cost. 

While  discounts  make  closed-end 
funds  attractive,  they  often  fail  to  nar- 
row. Shareholders  sometimes  lobby  a 
fund  to  eliminate  the  discount  by  reor- 
ganizing as  a  mutual  fimd.  But  that's 
tough  to  pull  off,  because  many  funds' 


charters  require  "supermajority"  aj 
provals  of  80%  of  all  shareholders. 

The  best  way  for  a  fund  to  shrir 
the  discount  is  performance.  For  iii 
stance,  as  the  returns  of  Central  Secil 
lities  improved  over  the  last  five  year 
the  average  annual  discount  naiTow^ 
from  double  to  single  digits.  Last  yea 
this  mid-cap  value  fund  traded  at  j 
premium  to  its  nav 
high  as  7.7%.  It's  no| 
1.5%. 

DISCOUNTS.  Some  of  til 
highest  preniiums  beloij 
to  the  bond  fimds.  Cig 
High-Income  Shares,] 
top-rated  fund,  sells 
12.1%  above  its  nav. 
income  generated  by 
portfolio  is  so  great  th 
the  yield  still  comes 
9.7%.  Morgan  Stanl| 
High- Yield  Fimd,  anoth 
top  fimd,  may  look  li| 
a  better  buy,  with  a  1.' 
premium.  But  that  ful 
has  only  an  8.9%  yield 

Before  paying  up 
a  high-yield  fund,  Grel 
Wolper,  closed-end  edilj 
of  Morningstar  Muti 
Funds,  says  to  consic 
the    multisector  bo| 
funds.  Many  such  fur 
trade  at  10%  discoun 
which  results  in  yie| 
nearly  as  high  as  thJ 
selling  at  big  premiuni 
Brokers  don't  usual 
push  closed-ends,  since  the  commissiJ 
are  low,  and  fund  companies  optf 
spend  ad  budgets  on  mutual  funj 
which  can  generate  higher  fees.  P| 
haps  for  this  very  reason,  savvy 
vestors  should  consider  closed-end 
for  their  portfolios. 

Bij  Jeffrey  M.  Laderman  in  New  Y\ 

THE  SCOREBOARD  ONLINE 

The  following  tables  highlight  180  funds.  ThI 
plus  70  more,  can  be  found  at  BW's  site! 
America  Onlme  or  at  www.businessweek.cof 
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Discover  Your  Own  Reasons.. 


More  and  More  People 
Are  Switching  Their  IRAs 
to  Prudential  Securities 

(And  for  some  very  good  reasons) 


Another  Good 
Reason:  Personal 
inancial  Architect^** 


ow,  using  Personal  Financial 
rchited  software,  you  and  your 
nancial  Advisor  can  get  instant 
iswers  to  your  most  important 
tirement  questions. 


ire's  how  it  works: 

During  a  free  consultation,  you 
and  your  Advisor  will  take 
inventory  of  your 
current  situation  and  your 
anticipated  needs. 

Personal  Financial  Architect 
uses  this  information  to 
project  your  potential 
path  to  retirement. 

Finally,  you'll  get  on-the-spot 
insv^ers  to  a  variety  of  "what 
f"  scenarios.  And  you'll  leave 
/our  consultation  with  a 
tree  written  analysis  of  your 
etirement  savings  situation. 


At  Prudential  Securities,  you'll  find  personalized  investment  guidance,  a  wide 
variety  of  popular  investment  choices,  even  a  no-annual  fee  IRA  for  life — just 
a  few  reasons  so  many  are  making  the  switch. 


The  power  of  one-to-one 
guidance.  At  Prudential  Securities, 
we  take  a  personal  approach  to  retire- 
ment planning.  A  knowledgeable  Financial 
Advisor  will  sit  down  with  you  to  learn  your 
retirement  objectives,  risk  tolerance  and  other 
special  needs.  Then 
you'll  work  together 
so  you  can  choose 
investments  that  are 
right  for  you  and 
make  adjustments  as 
your  needs  change. 


REASON 


No-Fee  IRA  programs.  Tired 
of  paying  IRA  fees  year  after  year?  Simply 
make  a  contribution  of  just  $250  and 
you'll  pay  no  annual  IRA  custodial  fee  for  that 
year  Or,  through  April  15,  transfer  $25,000  or 
more  in  IRA  assets  to  your  new  Prudential 
Securities  IRA  and  we'll  waive  the  custodial 
fee  for  life! 


iREAsoNi  ^  ^q^IjJ  investment 

possibilities.  Prudential  offers  you 
smart  ways  to  put  your  retirement 
dollars  to  work.  Like  our  new  PruChoice^" 
program,  which  offers  over  200  load  and  no-load 
mutual  funds 
from  well-known 
fund  families — 
plus  the  help  of  a 
Fmancial  Advisor, 
all  for  one  low 
program  fee  of 
1.25%  of  assets. 


these  ^ifl 

jiar  ^ 


Use  tlie  PruChoice'" 
program  to  choose  these' 

and  other  popular 
mutual  funds  for  your  IRA' 

Janus  Worldwide  •  MFS  Emerging  Growth 
Monlgomery  Growth  •  PBHG  Growth 
Prudenliol  Equity  •  Robertson  Stephens 
Value  +  Growth  •  Strong  Opporiunity 
Twentieth  Century  Ultro 


Timely  info  to  keep 
you  up  to  date. 

Prudential  Securities 
is  committed  to  providing  you 
with  the  resources  you  need 
to  make  smart  investment 
decisions.  Like  our  new  free 
brochure,  A  Smart  Move 
for  a  Sound  Retirement, 
which  includes  impoitant 
information  on  the  new 
Spousal  IRA  rules. 

Coll  today  for  your 
free  brochure! 

1  -800-654-5454  ext.  88 

www.prusec.com 


(S  Prudential 


loie  complete  infotmotion  about  any  funds  available  thiough  PruChoice';''  including  charges  and  expenses,  obtain  a  piospectus  by  calling  the  number  abave.  Please  read  the  fund's 
)ectus  carefully  before  you  invest  or  send  money.  12b- 1  fees  may  apply.  (£'  1/97  Prudential  Securities  Incorporated,  One  Seaport  Plaza,  NY,  NY  10292.  Member  SIPC. 


MUTUAL  FUND  SCOREBOARD 


Closed-End  Equity  Fund: 


FUND 


RATING  CATEGORY 


RISK 


SIZE 

ASSETS 
SMIL 


FEES  PERFORMANCE 


TREND  PREMIUM/DISCOUNT 


EXPENSE  NAV  RET  l%l  SHARES  RET  (%)  YIELD 
RATIO  (%)    lYR.     3YR$.     I YR    3  YRS  (%) 


3-YEAR 
ANALYSIS 


OIEFCRENCE  FROM  NAV 
1996  HIGH    LOW  1/31/9/ 


ADAMS  EXPRESS 

Large-cap  Blend 

Low 

1138.8 

0.5 

20,8 

16,2 

16,2 

13.1 

2.6 

Ml 

-10,8 

-17,7 

-16.8 

ALLIANCE  GLOBAL  ENVIRONMENT 

* 

Speclalty-Misc. 

Low 

98.3 

1.6 

32.7 

15  7 

35.0 

12.5 

0.0 

-16,9 

-23.1 

-23.2 

ARGENTINA  FUND 

Latin  America 

High 

122.9 

2.0 

15.7 

0,4 

6,1 

-8,1 

2,8 

12,3 

-10.9 

-8.1 

ASA  LIMITED 

Precious  Metals 

High 

323.7 

0,5 

-7,0 

-11,2 

-3.2 

-7,2 

4.0 

11,2 

-5.2 

5.2 

ASIA  PACIFIC 

♦ 

Pacific  ex-Japan 

High 

279.2 

1.6 

8,3 

-3,6 

-7,2 

-14,4 

O.D 

I — ! — 1 — 1 

9,4 

-17,5 

-14.3 

ASIA  TIGERS 

Pacific  ex-Japan 

Average 

256.2 

1.7 

8,5 

-2,5 

-2,0 

-11,8 

0.3 

4.9 

-18.5 

-17.2 

AUSTRIA  FUND 

AVG 

Europe 

Average 

136.3 

1.8 

14,6 

7,1 

9,0 

-1,1 

1,4 

-13.7 

-24,6 

-21.5 

BAKER  FENTRESS 

* 

Mid-cap  Growth 

Low 

760.7 

0,7 

14,7 

14,6 

15,5 

12,5 

4,2 

-15,1 

-22,8 

-19.3 

BERGSTROM  CAPITAL 

Large-cap  Growth 

Low 

151.4 

0,8 

8,8 

18,0 

11,5 

13,0 

2,5 

-7,9 

-16,9 

-13.5 

BLUE  CHIP  VALUE 

Large-cap  Value 

Low 

107.8 

1,2 

21,4 

19,1 

39,5 

19,7 

1,2 

3.5 

-12,9 

-6.4 

BRAZIL  FUND 

Latin  America 

High 

418.0 

1.6 

29,5 

16,7 

9,6 

10,9 

2,4 

9.4 

-20,4 

-16.0 

BRAZILIAN  EQUITY 

Latin  America 

High 

100.2 

1.9 

27,7 

12,1 

4,3 

4,8 

0,1 

32.3 

-28,4 

-16.1 

CENTRAL  EUROPEAN  EQUITY 

* 

Europe 

Average 

289.1 

1.2 

32,8 

17,7 

32,8 

11,7 

0,5 

B — 1 — ! 

-17.7 

-24.1 

-20.0 

CENTRAL  FUND  OF  CANADA 

AVG 

Precious  Metals 

Average 

81.3 

NA 

-6,5 

-3,0 

-1,2 

-4,5 

0,2 

B.8 

-3,9 

-5.6 

CENTRAL  SECURITIES 

Mid-cap  Value 

Low 

347.6 

0.6 

28,0 

23,3 

25,8 

27,2 

3,5 

7.7 

-2.5 

1.5 

CHILE  FUND 

AVG 

Latin  America 

Average 

317,0 

1,5 

-11,0 

7,3 

-16,3 

1,1 

3,0 

-2.2 

-15.4 

-10.4 

CHINA  FUND 

♦ 

Pacific  ex-Japan 

Average 

177.1 

2,6 

34.6 

-3,2 

12,6 

-18,5 

0,8 

16,8 

-19.6 

-17.7 

CLEMENTE  GLOBAL  GROWTH 

AVG 

VKorld 

Average 

61.4 

1,6 

6.5 

2,7 

0,6 

-4,1 

0,0 

fm 

-15.8 

-26.4 

-25.1 

COHEN  &  STEERS  REALTY  INCOME 

Real  Estate 

Low 

30.8 

1.7 

33.2 

15,3 

40,7 

16.3 

4,2 

13.4 

0.0 

20.3 

CZECH  REPUBLIC 

Europe 

91.1 

2.4 

29,8 

NA 

7,4 

NA 

4.2 

7,6 

-17.2 

-12.4 

DELAWARE  GRP.  DVD.  &  INC. 

Dom.  Hybrid 

Very  Low 

205.7 

0.8 

22,0 

12,4 

27,3 

14,8 

9,9 

12,0 

0.2 

3.7 

DELAWARE  GRP.  GLOBAL  DVD.  &  INC. 

Dom.  Hybrid 

97.0 

1.1 

23,3 

NA 

26,9 

NA 

10,1 

nm 

8.5 

-2.7 

3.6 

DUFF  &  PHELPS  UTILITIES  INC. 

AVG 

Dom.  Hybrid 

Average 

1678.5 

1,2 

4,0 

5,4 

4,6 

3,7 

8,6 

12,6 

1.4 

6.8 

EMERGING  GERMANY 

AVG 

Europe 

Average 

147,7 

1,5 

16,1 

2,9 

12,1 

-4,7 

0,0 

-18,2 

-27.5 

-24.1 

EMERGING  MKTS.  INFRASTRUCTURE 

AVG 

Div.  Emg.  Mkts. 

Average 

216.6 

1,8 

14,9 

-0,4 

4,4 

-11,5 

0,8 

-4,5 

-21.8 

-17.7 

EMERGING  MKTS.  TELECOMMUNS. 

Div,  Emg,  Mkts, 

Average 

151,3 

1,8 

13.0 

2.2 

10,9 

-104 

0,0 

-3.5 

-20,8 

-16,5 

EMERGING  MEXICO 

Latin  America 

Very  High 

114,5 

1,8 

29.3 

-16,0 

22,0 

-24.9 

1,3 

ixa 

-6,4 

-21,6 

-17,0 

ENGEX 

Small-cap  Growth 

High 

15,4 

3,3 

-3,1 

3,8 

-3,1 

3,4 

0,0 

-16,1 

-31,0 

-29,4 

EQUUS  II 

AVG 

Dom,  Hybrid 

Average 

98,1 

5,1 

30,1 

15,0 

36,1 

134 

0,2 

-26,3 

-42,6 

-30,8 

EUROPE  FUND 

Europe 

Low 

183,0 

1,4 

35,3 

21,0 

34,8 

15,5 

0,9 

-5,9 

-19,3 

-10.1 

EUROPEAN  WARRANT 

Europe 

High 

122,8 

2,0 

55,6 

8.9 

45,6 

1,3 

0.0 

urn 

-6.9 

-26.5 

-22.1 

FIDELITY  ADV.  EMERGING  ASIA 

Pacific  ex-Japan 

143,5 

1.8 

19,3 

NA 

10,9 

NA 

3.0 

[XH 

-0.7 

-16,1 

-13.3 

FIDELITY  ADV.  KOREA 

Pacific  ex-Japan 

41,9 

1.8 

-29,2 

NA 

-10,6 

NA 

0,0 

13.5 

-13,3 

7.3 

FIRST  AUSTRALIA 

AVG 

Pacific  ex-Japan 

Average 

183,6 

1,5 

14,0 

4.4 

104 

-2,1 

2,2 

-10.5 

-19,9 

-16.1 

FIRST  FINANCIAL 

Financial 

Low 

224,8 

1,2 

43,0 

35.7 

57,2 

42,4 

1,1 

5.9 

-13.6 

9,6 

FIRST  IBERIAN 

* 

Europe 

Average 

89,6 

1,9 

37,9 

17.5 

45,5 

10,2 

0.8 

-18.3 

-25.4 

-23.4 

FIRST  ISRAEL 

Foreign 

High 

70,4 

2,2 

7,0 

-4,1 

3,9 

-8.2 

0.0 

-4.3 

-18,5 

-164 

FIRST  PHILIPPINE 

Pacific  ex-Japan 

High 

224,7 

1.8 

20,6 

-2,1 

20,2 

-5.9 

0.0 

-12.1 

-23.4 

-19.0 

FOREIGN  &  COLONIAL  EMG.  MID.  EAST 

Foreign 

43,7 

3.0 

25,3 

NA 

27,9 

NA 

0.0 

-9.6 

-22,3 

-18.7 

FRANCE  GROWTH 

AVG 

Europe 

Average 

205,1 

1.6 

25,0 

10,3 

13.9 

-0,4 

0.7 

am 

-11,6 

-23.7 

-22.3 

GABELLI  EQUITY 

* 

Mid-cap  Blend 

Low 

1015,4 

1,2 

9,0 

94 

11,0 

5,2 

8.1 

-3,5 

-9,2 

-74 

GABELLI  GLOBAL  MULTIMEDIA 

Communication 

81,4 

2,0 

9.3 

NA 

7,5 

NA 

5.5 

-134 

-20,7 

-19.9 

GENERAL  AMERICAN  INVESTORS 

-* 

Large-cap  Growth 

Low 

597,8 

1,3 

19.4 

12.8 

18.9 

9.9 

0.9 

mm 

-13,5 

-18,5 

-13.9 

GERMANY  FUND 

•* 

Europe 

Average 

220,9 

1.2 

27,8 

16,3 

21.6 

8.9 

2.5 

-12,8 

-22.9 

-18.7 

GLOBAL  HEALTH  SCIENCES 

-* 

Health 

Average 

417,6 

1.2 

15.1 

25.3 

13.9 

20.3 

0.0 

-154 

-25,7 

-20.0 

GREATER  CHINA  FUND 
GROWTH  FUND  OF  SPAIN 
G.T.  GLOBAL  DEVELOPING  MKTS. 
G.T.  GLOBAL  EASTERN  EUROPE  (a) 
H&Q  HEALTHCARE  INVESTORS 


AVG 
AVG 


Pacific  ex-Japan 

Europe 

Int.  Hybrid 

Europe 

Health 


High 
Low 

Average 
Average 


228.2 
270.9 
504.0 
113.8 
127,7 


24 
1,2 
1,8 
1.8 
1,6 


37.7 
32.4 
24.5 
21.5 
7.0 


-3.7  13,6 

18,9  27.9 

NA  24.7 

9.0  18.2 

14,3  7,6 


-13.9 
144 
NA 
1.9 
11,6 


0,8 
1,3 
4,2 
0,5 
0.0 


□□I 
□□i 


7.3  -204  -20.9 

-14,2  -22.2  -19.3 

-4.2  -23.2  -19.7 

-5.2  -20.1  -13,0, 

-5,8  -19,9  -15.1 


NA  =  Not  available, 

(a)  Formerly  G  T  Greater  Europe 


DATA  MORNINGSTAR,  INC  .  CHICAGO 


How  to  Use  the  Tables 

Closed-end  funds  are  publicly 
traded  investment  companies. 
Their  results  are  measured  two 
ways:  one,  by  the  change  in  net 
asset  value  (NAV),  which  is  gener- 
ated by  the  fund's  manager;  the 
other,  by  the  change  in  the 
shares'  market  price.  Total 
returns,  which  include  dividends 
and  capital  gams,  are  shown  for 
one-  and  three-year  periods.  The 
three-year  figure  is  an  average  an- 
nual return.  All  returns  are  pretax, 
BUSINESS  WEEK  RATING 
Ratings  are  bastd  on  three-year 
risk-adjusted  performance  of  the 
fund's  portfolio.  A  rating  is  calcu- 


lated by  subtracting  a  fund's  risk- 
of-loss  factor  from  total  return. 
Equity  funds  are  rated  against 
each  other,  and  to  earn  an  above- 
average  rating,  must  beat  the  S&P 
500  on  a  risk-adjusted  basis.  For 
ratings,  municipal  bond  funds  are 
separated  from  other  bond  funds, 

♦  ♦  SUPERIOR 

♦  ♦        VERY  GOOD 

♦  GOOD 
AVG  AVERAGE 

BELOV\/ AVERAGE 
»•  ♦  POOR 

♦  *        VERY  POOR 
RISK 

For  each  fund,  the  monthly  Trea- 
sury bill  return  is  subtracted  from 
the  monthly  NAV  return  in  each 


month  of  the  rating  period.  When 
a  fund  has  underperformed  Trea- 
sun/  bills,  this  monthly  result  is 
negative.  The  sum  of  these  nega- 
tive numbers  is  then  divided  by 
the  number  of  months.  The  result 
IS  a  negative  number,  and  the 
greater  its  magnitude,  the  higher 
the  risk  of  loss. 
EXPENSE  RATIO 
Fund  expenses  for  1995  as  a  per- 
cent of  average  net  assets.  Ratio 
may  include  interest  expense. 
YIELD 

Income  earned  during  1996,  as  a 
percentage  of  yearend  NAV  per 
share,  adjusted  for  capital  gams. 
MATURITY 

The  average  maturity  of  the  secu- 


rities in  a  bond  fund,  weighte 
according  to  their  market  valu 
TREND 

A  fund's  relative  performanc 
during  1994,  1995,  and  19 
From  left  to  right,  the  level  o 
green  in  each  shows  how  the 
portfolio  of  each  fund  perfor 
relative  to  other  funds:  ■  for 
top  quartile;  B  for  the  seconc 
quartile;  U  for  the  third  quart 
and  □  for  the  bottom  quartile 
An  empty  box  indicates  no 
returns  for  that  time  period 
PREMIUM/DISCOUNT 
The  market  price  of  closed-en 
funds  is  either  less  than  the  v 
of  their  securities,  a  discount, 
more,  a  premium,  to  their  NA" 
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Television's  #1 
Daily  Business  News  Program. 


NIGHTLY 
BUSINESS 


REPORT 


Weeknights 


ith  REUTERS 
Edwards,  Inc.; 


I^s  nationwide. 


MUTUAL  FUND  SCOREBOARD 


Closed-End  Equity  Fund; 


FUND 


RATING  CATEGORY 


RISK        SIZE     FEES  PERFORMANCE 

ASSETS  EXPENSE 
$Mll.    RATIO  (%)    lYR.  3YRS, 


SHARK  Kl  (%) 
lYR.  3YRS^ 


YIELD 

(%) 


TREND 

3 -YEAR 
ANALYSIS 


PREMIUM/DISCOUNT 

DIFFERENCF  FROM  NAV 


1996  HIGH    LOW  1/31/9/ 


H&Q  LIFE  SCIENCES  INVESTORS 
HERZFELD  CARIBBEAN  BASIN 
INDIA  FUND 
INDIA  GROWTH 
INDONESIA  FUND 


AVG 


Health 

Financial 

World 

Foreign 

Foreign 

Pacific  ex-Japan 

Europe 

Europe 

Pacific  ex-Japan 
Japan 

Japan 

Pacific  ex-iapan 
Foreign 

Pacific  ex-Japan 
Pacific  ex-Japan 

Pacific  ex-Japan 
Latin  America 
Latin  America 
Latin  America 
Large-cap  Blend 

Large-cap  Blend 
Pacific  ex-Japan 
Latin  America 
Latin  America 
Small-cap  Blend 


Average  111.0 


Very  Higli 
Very  High 


257.8 
97.5 
49.2 


1.6 
3.3 
2.0 
2.2 
2.0 


3.9 
14.3 
-15.3 
-13.2 
14.3 


9.6 
NA 
NA 
-12.3 
-8.7 


2.6  7.9 

-7.2  NA 

-14.0  NA 

-12.0  -19.9 

-3.7  -22.3 


0.0 
1.6 
0.1 
0.7 
0.0 


[XH 
□XI 
ED 


-7.7 
33.1 
16.2 
28.7 
27.0 


-20.4 
-12.7 
-10.2 
-1.0 
-11.7 


-18.4 
-13.! 

-2.7 
5,0 

12.1 


IRISH  INVESTMENT 
ITALY  FUND 
JAKARTA  GROWTH 
JAPAN  EQUITY 

JAPAN  OVER-THE-COUNTER  EQ. 


Low 

Average 
High 
Average 
High__ 

High 


High 
High 


82.6 
102.6 
47.9 
97.1 
80.0 


1.6 
1.4 
1.9 
1.0 
1.5 


28.3 
21.4 
10.8 
-15.7 
-11.1 


22.8 
5.4 

-1.7 
1.6 
-7.6 


25.1  18.0 

16.8  -3.8 

-5.6  -14.8 

-24.1  -4.7 

-23.8  -12.3 


1.5 
1.8 
0.0 
0.4 
0.6 


0.0 
-11.0 
11.7 
26.4 
21.2 


-19.5 
-19.8 
-14.4 
-3.8 
-9.8 


-9.5 
-15.0 
-16.2 
-15.0 

14.3 


JARDINE  FLEMING  CHINA  REGION 
JARDINE  FLEMING  INDIA 
JOHN  HANCOCK  BANK  &  THRIFT  OPPORT. 
KOREA  FUND 

KOREA  EQUITY  ^ 


130.2 
77.4 
744.5 
509.3 
51.1 


2.2 
2.9 
1.5 
1.3 
1.9 


28.3 
-14.7 

31.4 
-30.2 
-33.1 


-11.7 
NA 
NA 

-3.1 
-17.5 


12.7  -21.5 
-21.9 

33.2  NA 

-30.0  -10.9 

-25.8  -24.0 


0.2 

NA  0.0 
1.7 
0.0 
0.0 


■XI 

cm 
■x 

HX 


5.7 
25.3 
-8.7 
14.3 

4.0 


-22.5 
-8.7 

-21.3 
2.1 
-9.4 


9.1 
-19.6 
0.6 
16.2 
7.3 


KOREAN  INVESTMENT 
LATIN  AMERICA  EQUITY 
LATIN  AMERICA  INVESTMENT 
LATIN  AMERICAN  DISCOVERY 
LIBERTY  ALL-STAR  EQUITY 


High 
High 
High 
High 
Low 


62.8 
145.2 
150.0 
193.3 
973.9 


2.0 
1.8 
1.8 

2.2 


-31.5 
13.6 
13.2 
48.3 
21.6 


-14.3 
-0.2 
0.2 
1.2 
16.5 


-25.9  -24.0 

9.2  -10.3 

8.3  -12.2 
39.6  -9.0 
16.2  11.6 


0.0 
0.4 
1.5 
1.2 
0.0 


■X 
MM 


1.5 
0.1 
-0.8 
-1.5 
0.4 


-10.6 
-19.3 
-19.8 
-18.6 
-9.2 


5.8 
-13.4 
-14.0 
-14.7 
-8.1 


LIBERTY  ALL-STAR  GROWTH 

MALAYSIA  FUND 

MEXICO  FUND 

MEXICO  EQUITY  &  INCOME 

MFS  SPECIAL  VALUE 


Very  Low 
High 

Very  High 
Very  High 
Low 


46.8 
241.6 
861.6 
137.9 

93.2 


1.4 
1.4 
1.1 
1.7 
1.3 


18.3 
21.1 
26.4 
27.3 
18.0 


10.9 
-1.5 
-17.0 
-6.7 
13.9 


9.3 
20.0 
21.2 
22.5 
26.4 


4.8 
-5.4 
-24.3 
-1B.8 
17.8 


0.0 
0.0 
2.9 
4.3 
5.9 


xa 
xa 
xa 


-8.9 
3.8 
-7.4 
-7.0 
24.6 


-19.9  -16.7 

-14.0  -8.3 

-20.3  -17.2 

-22.3  -15.4 

6.4  27.5 


MORGAN  FUNSHARES 

Large-cap  Growth 

6.3 

2.0 

14.9 

NA 

5.9 

NA 

0.0 

am 

-7.6 

-22.5 

-18.7 

MORGAN  GRENFELL  SMALLCAP 

AVG 

Small-cap  Growth 

Average 

111.5 

1.5 

17.3 

17.1 

14.8 

14.4 

8.7 

ma 

-5.0 

-21.0 

-12.0 

MORGAN  STANLEY  AFRICA  INVMT. 

Foreign 

292.8 

1.8 

9.3 

NA 

16.9 

NA 

0.3 

-17.2 

-24.5 

-23.1 

MORGAN  STANLEY  ASIA-PACIFIC 

DIv.  Pacific 

910.8 

1.4 

-2.8 

NA 

-18.6 

NA 

6.2 

□X 

-3.2 

-23.6 

-18.2 

MORGAN  STANLEY  EMG.  MKTS. 

DIv.  Emg.  Mkts. 

Average 

332.6 

1.9 

14.9 

-3.5 

-4.0 

-10.9 

0.7 

aM 

19.1 

-14.4 

-6.9 

MORGAN  STANLEY  INDIA  INVMT. 

Foreign 

318.6 

3.2 

-0.9 

NA 

4.1 

NA 

0.0 

□X 

24.1 

-6.4 

10.8 

MORGAN  STANLEY  RUSSIA  &  NEW  EURO. 

Europe 

132.9 

NA 

NA 

NA 

NA 

NA 

NA 

cm 

-1.1 

-13.3 

-12.7 

NATIONS  BALANCED  TARGET  MAT. 

Dom.  Hybrid 

57.4 

1.2 

10.1 

NA 

10.9 

NA 

3.9 

-5.7 

-18.7 

-13.5 

NEW  AGE  MEDIA 

AVG 

Communication 

Average 

222.7 

1.3 

1.5 

13.3 

1.8 

7.0 

0.0 

-13.3 

-22.9 

-18.1 

NEW  GERMANY 

AVG 

Europe 

Average 

575.0 

1.0 

24.5 

11.9 

27.2 

5.1 

2.6 

-18.0 

-28.3 

-22.5 

NEW  SOUTH  AFRICA 

Foreign 

74.2 

2.0 

-19.8 

NA 

-14.5 

NA 

0.6 

□c 

-15.4 

-24.0 

-18.4 

PAKISTAN  INVESTMENT 

Foreign 

Very  High 

56.5 

2.2 

-27.2 

-30.1 

-2.4 

-30.8 

0.0 

7.5 

-16.1 

1.4 

PETROLEUM  AND  RESOURCES 

•* 

Nat.  Resources 

Low 

484.6 

0.6 

25.4 

15.9 

30.9 

16.3 

2.3 

-5.6 

-12.6 

-5.5 

PILGRIM  AMERICA  BANK  &  THRIFT  (b) 

*  *  * 

Financial 

Low 

252.3 

1.1 

34.8 

25.6 

37.1 

24.0 

1.0 

-10.9 

-22.9 

-8.0 

PORTUGAL  FUND 

AVG 

Europe 

Average 

92.5 

1.6 

32.0 

11.4 

24.3 

-0.1 

0.6 

M-M 

-5.9 

-23.2 

-18.9 

QUEST  FOR  VALUE  CAPITAL  * 

-* 

Large-cap  Blend 

Low 

890.9 

0.0 

10.7 

14.6 

13.3 

18.1 

0.0 

-3.0 

-11.0 

-2.3 

QUEST  FOR  VALUE  INCOME 

*  *  -* 

Large-cap  Blend 

Very  Low 

890.9 

0.7 

12.6 

12.0 

7.8 

6.8 

12.0 

4.7 

-1.3 

-0.5 

ROC  TAIWAN 

Pacific  ex-Japan 

High 

394.7 

2.0 

25.9 

3.2 

-2.4 

-9.3 

0.0 

18.6 

-14.5 

-14.2 

ROYCE  MICRO-CAP 

Small-cap  Value 

Very  Low 

113.9 

1.4 

15.9 

14.4 

13.3 

8.5 

1.1 

-9.7 

-20.2 

-17.B 

ROYCE  VALUE 

Small-cap  Value 

Very  Low 

321.8 

2.0 

15.2 

11.4 

16.0 

8.4 

1.1 

-8.8 

-17.8 

-14.8 

SALOMON  BROTHERS 

Large-cap  Blend 

Very  Low 

1588.4 

0.4 

30.2 

20.9 

39.2 

24.1 

1.9 

-7.3 

-17.6 

-5.9 

SCHRODER  ASIAN  GROWTH 

AVG 

DIv.  Pacific 

Average 

269.5 

1.7 

6.8 

-0.4 

-0.3 

-8.7 

0.8 

OS 

0.3 

-13.9 

-10.2 

SCUDDER  NEW  ASIA 

AVG 

DIv.  Pacific 

Average 

133.4 

1.7 

2.5 

-4.0 

-11.5 

-12.8 

0.2 

12.7 

-18.1 

-13.7 

SCUDDER  NEW  EUROPE 

* 

Europe 

Low 

281.1 

1.6 

34.4 

16.8 

23.9 

9.2 

0.4 

-12.7 

-22.5 

-20.31 

SINGAPORE  FUND 

AVG 

Pacific  ex-Japan 

Average 

120.6 

2.0 

3.1 

1.2 

-9.3 

-11.9 

1.1 

HX 

11.1 

-10.4 

-9.8 

SOURCE  CAPITAL 

Mid-cap  Value 

Very  Low 

328.5 

0.9 

22.4 

14.1 

24.9 

13.1 

7.7 

2.1 

-9.5 

-0.6 

SOUTHEASTERN  THRIFT  &  BANK 

Financial 

Very  Low 

60.5 

1.3 

25.0 

26.7 

21.9 

26.4 

1.7 

-0.1 

-19.5 

-10.6 

SOUTHERN  AFRICA 

Foreign 

104.0 

2.1 

-3.5 

NA 

5.8 

NA 

2.7 

□tJ 

-14.5 

-24.0 

-18.7 

SPAIN  FUND 

AVG 

Europe 

Average 

146.4 

2.1 

37.2 

15.5 

33.7 

1.7 

1.4 

Bail 

-12.9 

-23.1 

-22.3 

SWISS  HELVETIA 

AVG 

Europe 

Average 

307.2 

1.4 

2.0 

11.0 

-3.0 

1.2 

0.5 

-8.7 

-18.8 

-18.6 

TAIWAN  FUND 

Pacific  ex-Japan 

High 

385.4 

2.4 

36.9 

9.2 

8.6 

-9.6 

0.0 

MM 

24.5 

-14.1 

-14.8 

TCW/DW  EMG.  MKTS.  OPPORT. 

Div.  Emg.  Mkts. 

274.4 

1.7 

15.1 

NA 

10.3 

NA 

0.4 

CLH 

-4.0 

-21.6 

-9.8 

TEMPLETON  CHINA  WORLD 

AVG 

Pacific  ex-Japan 

Average 

327.8 

1.7 

40.5 

3.6 

30.8 

-5.3 

2.0 

LXJi 

4.2 

-21.6 

-18.; 

TEMPLETON  DRAGON 

Pacific  ex-Japan 

1044.7 

1.5 

38.3 

NA 

25.4 

NA 

2.1 

cai 

-6.2 

-21.2 

-18.1 

TEMPLETON  EMERGING  MKTS. 

AVG 

Div.  Emg.  Mkts. 

Average 

288.7 

1.7 

21.3 

1.8 

2.7 

-2.5 

0.0 

37.8 

-0.4 

3.1 

TEMPLETON  RUSSIA 
TEMPLETON  VIETNAM  OPPORT. 
THAI  FUND 
THAI  CAPITAL 
TRI-CONTINENTAL 


Europe 

Pacific  ex-Japan 
Pacific  ex-Japan 
Pacific  ex-Japan 
Large-cap  Blend 

Foreign 
Europe 
Europe 
Dom.  Hybrid 
Dom.  Hybrid 


113.2  2.0 

116.6  1.5 

Very  High   214.7  1.3 

Very  High     601  2.3 

Low        2835.0  0.6 


83.9 
12.0 
-36.0 
-31.6 
22.6 


NA  65.8 

NA  7.5 

-16.6  -25.3 

-16.3  -20.9 

16.2  21.6 


NA 
NA 

-13.4 
-13.9 
14.1 


0.4 
2.6 
2.0 
1.1 
2.5 


OB 

yx 

XLl 


28.0 

0.3 

6. 

3.0 

-22.9 

-17. 

6.1 

-14.1 

11. 

11.0 

-10.0 

7. 

-15.5 

-19.3 

-16. 

27.9 

-10.1 

-8. 

-14.1 

-20.7 

-16. 

-7.6 

-21.8 

-11. 

3.8 

-5.2 

-3. 

6.4 

-3.5 

-0. 

TURKISH  INVESTMENT 
UNITED  KINGDOM 
WORLDWIDE  VALUE 
ZWEIG  FUND 
ZWEIG  TOTAL  RETURN 


Very  High 

Low 

Low 

Very  Low 
Very  Low 


40.8 
63.8 
71.2 
589.1 
638.8 


1.9 
1.6 
2.1 
1.2 
1.1 


17.4 
25.4 
33.4 
17.3 
6.3 


-21.6  5.0 
15.4  23.7 


15.3 
10.6 
6.9 


50.4 
9.6 
4.1 


-25.6  2.5 

6.4  2.5 

15.3  0.0 

3.2  11.2 

-0.1  10.4 


XB 


NA=Not  dvailable 

(b)  Formerly  Pilgrim  Regional  Bankshares 


'Converts  to  Oppentieimer  Quest  Capital  Value  Fund,  an  open-end  mutual  fund,  on  Feb  28  "Liquidated  on  Jan.  3L. 

DATA:  MORNINGSTAR,  INC.  CHICAGO 
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RE  G  T  0  R  Y 


Canon 

v\"vw.canon.com 

Canon  Computer  Systems 

www.ccsi.canon.coni 
Casio 

www.casio.coni 
Chevrolet  Motor  Division 
www.chevroicr.com/ car 
Chrysler 

www.chryslercorp.com/ 
Cisco  Systems 
www.cisco.coni 
The  CIT  Group 
www.citgroup.com 
Compaq 

www.compaq.com 
Computer  Associates 
www.cai.com 
Consolidated 
Freightways,  Inc. 
www.cnt.com 
Delta  Air  Lines 
www.delta-air.com 
Digital  PC 

www.  wi  ndo  ws.  d  igi  tal .  CO  m 
Diners  Club  International 
www.  dinersclub.com 
Ericsson 

www.ericsson.se/ systems/ gsm 
Fidelity  Investments 
www.fid-inv.com 
Flexilntemational  Software 

vww.flexi.com 
Ford 

www.tord.coni/ 


France  Telecom 

www.francetelecom.coni 
Fujitsu 

www.fujirsu.com 

Fujitsu  PC  Corporation 

www.fu|itsu-pc.coni 

GE  Information  Services 

wvvw.geis.com 

General  Motors 

www.gni.coni 

Haworth 

wwwhaworth-furn.com 
Hewlett-Packard 

www.hp.coni 

Hilton  Hotels 

www.hilton.com 
Hitachi 

www.hitachi.com 
Honda 

www.honda.com 
Hyatt  Hotels  Corporation 
www.hyatt.com 
Hyperion  Software 

www.hysott.com 
IBM 

www.ibni.com 
Imation 

www.imation.com 
Informix 

www.informix.com 
Intel 

www.mtel.com/ 
International  Institute  for 
Management  Development 

www.imd.ch/ 
ITT  Hartford 
www.ittharttord.com 
Kingston  Technology 

www.kingston.com/ 
bw.htm 

Kinko's  Corporate 

wvw.  kinkos.com 
Lawson  Software 
www.Lawson.com 
Lexus 

www.lexususa.com 


Lincoln-Mercury 

wvw.lincolnmercury.com 
Lotus 

www.lotus.com 
Lucent  Technologies 
www.luccnt.com 
Lufthansa 

www.lufthansa-usa.com 
Mail  Boxes  Etc. 
www.mbe.com 
MCI 

www.mci.com 
Mercedes-Benz 

www.usa.mercedes-benz.com 
Merrill  Lynch 
www.nil.com/ 
Microsoft 

wwwmicrosoft.com/ 
NCR 

www.ncr.com 
Netcom  On-Line 
Communication  Services 
www.netcom.com 
Norfolk  Southern 
www.nscorp.coni 
Novell 

www.novell.com 
Okidata 

wwvv.okidata.com 

Open  Market 

www.openmarket.com 

Oracle  Corporation 

www.oracle.com 

Palm  Computing 

A  division  of  U.S.  Robotics 

www.usr.com/palm 

PeopleSoft 

www.peoplesoft.com 

The  Principal  Financial 

Group 

www.principal.com 
Praxair 

www.praxair.com 
PSINet 

www.psi.net/ 
QUALCOMM 

www.qualcomm/com/cdnia/ 


Raytheon 

www.ravtheon.com 
Ricoh  Corporation 
www.ricoh.com 
Saab 

www.saabusa.com 
SAP 

www.sap.com 
SAS  Institute 
www.sas.com/ 
Charles  Schwab 
www.schwab.com 
Sharp 

www.sharp-usa.com/ 
Siemens 

www.siemens.com 
Silicon  Graphics 

www.sgi.coni 
SkyTel 

www.skvtel.com 
Sprint 

www.sprmt.com 
Sun  Microsystems 
wvvw.sun.coni 
Sybase 

www.sybase.com 
Symantec 
www.symantec.com 
Texas  Instruments 
wwwti.coni 
Toshiba  America 
Information  Systems 
computers.toshiba.com 
Toyota  Motors 
w\  vw.tovota.com 
T.  Rowe  Price 
www.troweprice.com 
Unisys 

wvTO'.unisys.com 
United  Airlines 
www.ual.coni 
UPS 

www.ups.com 
U.S.  Robotics 

www.usr.com 

The  Vanguard  Group 

www.vanguard.com 


4'Sm 


Sun  designed  the 

first  intranet 

back  when  people 
thought  intranet 
was  a  typo. 


h  ttp://www.sun.com 
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MUTUAL  FUND  SCOREBOARD 


Closed-End  Bond  Fund; 


FUND 

RATING 

CATEGORY 

RISK 

SIZE 

FEES 

PERFORNIANCE 

PORTFOLIO 

TREND 

PREMIUM/DISCOUNT 

ASSETS 

EXPENSE 

NAV  RET  (7o) 

SHARES  RET  (%1 

YIELD 

MAT 

3-YEAR 

DIFFERENCE  FROM  NAV 

$MIL 

RATIO  (%)  1  YR 

3YRS 

1  YR 

3YRS 

(%) 

(YRS) 

ANALYSIS  1996  HIGH  LOW 

1/31/9/ 

ACM  GOVERNMENT  INCOME 

Multlseclor 

High 

590.1 

1.3 

16.9 

8.2 

24.7 

4.4 

9.9 

16.2 

[JB 

9.0 

-5.5 

-0.6 

ACM  GOVERNMENT  SECURITIES 

Multisector 

High 

771.0 

2.0 

17.6 

8.1 

19.8 

1.3 

10.8 

14.4 

[JH 

0.5 

-11.0 

-6.8 

ACM  MANAGED  DOLLAR  INCOME 

International 

Very  High 

390.1 

1.1 

40.5 

11.7 

41.2 

7.2 

11.0 

14.9 

0.5 

-13.1 

-8.9 

ALLIANCE  WORLD  DOLLAR  GOVT.  11 

International 

Very  High 

1055.8 

1.3 

34.9 

8.4 

30.2 

5.7 

10.7 

19.3 

LM 

5.0 

-10.7 

-4.9 

APEX  MUNICIPAL 

Muni.  Ntl.  Long 

Very  Low 

196.0 

0.9 

7.6 

6.6 

13.5 

4.4 

7.2 

21.0 

■fi 

-3.8 

-13.6 

-6.4 

BLACKROCK  199S  TERM 

Short  Govt. 

Very  Low 

575.6 

0.7 

6.8 

6.2 

11.4 

3.6 

5.3 

7.1 

SB 

-4.8 

-10.5 

-5.2 

BLACKROCK  INCOME 

Long  Govt. 

Average 

469.7 

1.1 

6.5 

6.5 

9.0 

2.5 

8.8 

13.9 

-12.7 

-20.0 

-15,8 

BLACKROCK  INS.  MUNI.  200S 

Muni.  Ntl.  Long 

High 

418.9 

1.0 

4.6 

5.6 

13.7 

4.9 

5.5 

13.4 

UiU 

-8.2 

-13.3 

-9.B 

BLACKROCK  INVMT.  QLTY.  TERM 

Long  Govt. 

Average 

328.4 

0.9 

3.5 

7.2 

4.3 

2.3 

7.7 

13.4 

-12.9 

-18.7 

-14.7 

BLACKROCK  MUNI.  TARGET  TERM 

AVG 

Muni.  Ntl.  Long 

Average 

448.8 

0.9 

4.3 

5.3 

7.4 

6.0 

6.0 

10.4 

-4.1 

-8.2 

-5.3 

BLACKROCK  N.  AMER.  GOVT.  INC.  TRUST 

International 

High 

422.4 

1.0 

14.1 

9.2 

14.6 

5.1 

7.0 

12.4 

-8.2 

-19.0 

-17.6 

BLACKROCK  STRATEGIC  TERM 

Interm  Govt. 

Average 

516.3 

0.8 

5.4 

6.9 

12.1 

0.8 

6.6 

9.3 

BB 

-13.5 

-18.5 

-12.8 

BLACKROCK  TARGET  TERM 

Interm  Govt. 

Average 

929.1 

0.8 

5.2 

5.8 

8.1 

3.5 

6.5 

7.4 

-8.1 

-13.5 

-9.5 

CIGNA  HIGH-INCOME  SHARES 

High  Yield 

Very  Low 

273.5 

1.1 

15.7 

11.8 

19.1 

12.4 

10.8 

8.3 

16.1 

7.3 

12.1 

COLONIAL  MUNICIPAL  INCOME 

Muni.  Ntl.  Long 

Very  Low 

201.1 

1.0 

4.8 

5.9 

11.4 

3.2 

7.3 

23.0 

-0.5 

-10.4 

-1.0 

DEAN  WITTER  GOVT.  INCOME 

AVG 

Interm.  Govt. 

Low 

439.9 

0.7 

5.9 

7.1 

7.3 

4.9 

7.3 

9.4 

-3.6 

-12.1 

-8.9 

DREYFUS  STRATEGIC  MUNI.  BOND 

Muni.  Ntl.  Long 

Low 

439.8 

0.8 

5.3 

5.7 

11.2 

3.7 

6.6 

22.5 

kUd 

31.4 

-4.3 

4.1 

DREYFUS  STRATEGIC  MUNICIPALS 

Muni.  Ntl.  Long 

Very  Low 

566.8 

0.9 

5.1 

5.9 

11.2 

4.0 

6.8 

22.7 

SB 

4.3 

-4.4 

0.7 

DUFF  &  PHELPS  UTILITY  &  CORP. 

Long  (Gen.) 

High 

502.5 

0.8 

1.0 

6.7 

0.6 

5.6 

8.4 

20.3 

bBJ 

1.7 

-9.8 

-2.9 

FIRST  AUSTRALIA  PRIME  INCOME 

AVG 

International 

High 

1291.4 

1.3 

18.6 

11.6 

5.8 

5.2 

9.6 

7.3 

■_■ 

3.7 

-15.2 

-6.0 

GLOBAL  HIGH  INCOME  DOLLAR 

AVG 

International 

High 

351.1 

1.5 

23.9 

10.8 

22.6 

6.7 

9.9 

15.5 

-8.6 

-16.9 

-16.3 

INTERCAPITAL  CALIF.  QLTY.  MUNI. 

High  Yield 

Very  High 

788.1 

NA 

4.1 

4.8 

8.9 

-1.0 

6.2 

25.5 

-10.1 

-17.2 

0.4 

INTERCAPITAL  INCOME  SECURITIES 

Interm.  Govt. 

Average 

432.6 

0.7 

5.9 

7.2 

3.0 

1.4 

8.7 

24.2 

-1.3 

-13.4 

-8.9 

INVESTMENT  GRADE  MUNICIPAL 

AVG 

Muni.  Ntl.  Long 

High 

434.1 

1.7 

6.4 

5.6 

5.8 

2.0 

6.6 

25.6 

-13.3 

-18.0 

-13.2 

JOHN  HANCOCK  INCOME  SEC. 

Muni.  Ntl.  Long 

Average 

352.7 

0.8 

5.0 

7.1 

2.5 

5.0 

8.2 

13.2 

-2.6 

-9.2 

-6.8 

JOHN  HANCOCK  PATRIOT  GLB.  DVD. 

♦ 

Muni.  Ntl.  Long 

High 

524.5 

1.3 

9.3 

8.4 

2.4 

3.1 

8.4 

NA 

us 

1.3 

-12.9 

-5.1 

KEMPER  STRATEGIC  MUNI.  INC. 

Muni.  Ntl.  Interm. 

Very  Low 

128.0 

0.8 

6.3 

6.2 

8.0 

6.7 

6.5 

18.3 

7.7 

-0.9 

3.5 

MANAGED  HIGH-INCOME  PTFL. 

«- 

High  Yield 

Low 

394.2 

1.2 

14.9 

9.6 

20.3 

9.0 

11.4 

8.2 

Hi 

2.5 

-5.9 

1.1 

MANAGED  MUNICIPALS  PTFL. 

AVG 

Muni.  Ntl.  Long 

Average 

417.6 

1.0 

3.8 

5.2 

4.0 

5.5 

5.6 

20.9 

Ojgj 

-0.7 

-8.1 

-1.8 

MFS  CHARTER  INCOME 

AVG 

Multisector 

Low 

728.5 

0.9 

8.6 

7.8 

16.7 

8.2 

8.7 

8.6 

SB 

-^.9 

-15.4 

-8.2 

MFS  GOVT.  MARKETS  INCOME 

Multisector 

Average 

552.8 

1.0 

4.8 

6.1 

15.7 

6.4 

7.8 

11.4 

as 

-7.3 

-17.0 

-10.8 

MFS  INTERMEDIATE  INCOME 

Multisector 

Low 

1161.8 

1.0 

6.5 

6.8 

16.6 

7.0 

8.0 

7.8 

SB 

-7.6 

-16.9 

-12.0 

MFS  MULTIMARKET  INCOME 

AVG 

Multisector 

Low 

740.9 

1.2 

9.7 

8.3 

19.2 

9.9 

8.4 

10.3 

BS 

-6.7 

-17.3 

-11.4 

MFS  MUNICIPAL  INCOME 

Muni.  Ntl.  Long 

Very  Lew 

328.7 

1.3 

4.1 

6.2 

3.5 

7.0 

7.1 

19.4 

12.5 

2.7 

10.9 

MORGAN  STANLEY  EMG.  MKTS.  DEBT 

International 

Very  High 

500.7 

1.9 

51.3 

12.1 

31.2 

8.8 

7.1 

11.6 

4.3 

-14.5 

-6.6 

MORGAN  STANLEY  HIGH-YIELD 

High  Yield 

Low 

152.7 

1.1 

17.5 

11.8 

25.9 

10.6 

9.7 

10.5 

4.2 

-7.3 

1.7 

MUNICIPAL  HIGH-INCOME 

Muni.  Ntl.  Long 

Very  Low 

185.0 

0.8 

6.6 

7.1 

14.9 

6.4 

6.7 

22.0 

-3.4 

-11.5 

-0.6 

MUNIENHANCED  FUND 

AVG 

Muni.  Ntl.  Long 

High 

337.8 

0.7 

3.4 

5.3 

6.7 

2.0 

6.7 

21.8 

-6.3 

-10.8 

-6.4 

MUNIVEST  FUND 

A- 

Muni.  Ntl.  Long 

Average 

577.5 

0.6 

5.2 

5.7 

10.2 

2.8 

7.1 

19.1 

HS 

-2.5 

-10.1 

-5.2 

MUNIYIELD  FUND 

-** 

Muni.  Ntl.  Long 

Average 

564.3 

0.6 

6.4 

6.6 

12.5 

6.7 

6.8 

22.1 

0.3 

-8.5 

-2.2 

MUNIYIELD  INSURED 

AVG 

Muni  Ntl.  Long 

High 

695.5 

0.7 

4.5 

5.6 

7.9 

2.8 

6.8 

23.4 

-6.3 

-12.1 

-7,8 

MUNIYIELD  QUALITY 

AVG 

Muni.  Ntl.  Long 

High 

433.7 

0.7 

3.8 

5.0 

8.1 

2.6 

7.1 

22.1 

-6.1 

-13.8 

-6,2 

NUVEEN  CALIF.  MUNI.  VALUE 

Muni.  S.S.  Interm. 

Very  Low 

253.5 

0.8 

4.9 

4.8 

3.3 

1.8 

6.0 

20.5 

4.2 

-3.8 

2.4 

NUVEEN  INS.  PREM.  INC.  MUNI.  2 

Muni.  Ntl.  Long 

Very  High 

490.8 

0.8 

3.1 

4.0 

5.1 

2.4 

6.0 

19,5 

-9.3 

-14.7 

-10.8 

NUVEEN  INS.  QLTY.  MUNI. 

AVG 

Muni.  Ntl.  Long 

Average 

580.6 

0.8 

4.2 

5.3 

8.0 

5.2 

6.5 

23.4 

1.0 

-5.8 

-2.3 

NUVEEN  INVMT.  QLTY.  MUNI. 
NUVEEN  MUNI.  MKT.  OPPORT. 
NUVEEN  MUNI.  VALUE 
NUVEEN  MUNICIPAL  ADVANT. 
NUVEEN  N.Y.  SEL.  QLTY.  MUNI. 


Muni.  Ntl.  Long 
Muni.  Ntl.  Long 
Muni.  Ntl.  Long 
Muni.  Ntl.  Long 
Muni.  S.S.  Long 


Average 
Low 

Very  Low 
Low 

Average 

Low 
Low 

Average 
Average 
Very  Low 

Low 

Average 
Average 
Low 
Low 


550.1 
702.5 
1968.9 
653.6 
359.4 


0.8 
0.8 
0.7 
0.8 
0.8 


4.1 
4.8 
4.9 
4.8 
3.8 


5.4  3.5  2.9 
5.6  0.3  4.3 

5.5  -1.9  3.0 

5.6  1.1  4.3 
4.9  2.4  8.6 


7.0 
7.0 
6.6 
6.9 
6.4 


21.3 
21.6 
21.8 
22.3 
22.5 


-0.3 

-0.1 
-0.6 
1.8 
5.5 


-8.3  -5.0 

-5.8  ^.6 

-11.0  -7.9 

^.7  -2.5 

-1.2  1.5 


NUVEEN  PERFORM.  PLUS  MUNI. 
NUVEEN  PREM.  INC.  MUNI. 
NUVEEN  QLTY.  INC.  MUNI. 
NUVEEN  SELECT  QLTY.  MUNI. 
PILGRIM  AMER.  PRIME  RATE  (a) 


Muni.  Ntl.  Long 
Muni.  Ntl.  Long 
Muni.  Ntl.  Long 
Muni.  Ntl  Long 
Ultrashort 


892.7 
957.8 
821.8 
507.1 
1021.6 


0.8 
0.8 

0.8 
0.8 
1.2 


5.0 
4.8 

5.2 
4.3 
6.9 


5.5  -0.7  3.3 

5.6  1.6  1.8 
5.5  7.0  5.3 
5.4  7.4  4.2 
7.8  15.1  12.4 


7.1  22.6 
7.0  22.6 


6.8 
6.9 
8.4 


22.5 
22.5 
6.0 


3.0 

SB  -2.4 
BS  0.6 

1.7 

WLB  4.6 


-4.5  -1.6 

-9.3  -5.1 

^.6  -1.0 

-3.9  -0.5 

-4.0  3.1 


PUTNAM  HIGH  YIELD  MUNI. 
PUTNAM  INTERMEDIATE  GOVT. 
PUTNAM  MANAGED  MUNI.  INC. 
PUTNAM  MASTER  INC. 
PUTNAM  MASTER  INTERM.  INC. 


INC. 


♦ 

AVG 

AVG 


Muni.  Ntl.  Long 
Multisector 
Muni.  Ntl.  Long 
Multisector 
Multisector 


196.6 
546.0 
444.7 
491.6 
332.5 


1.2 
1.0 
1.2 
1.0 
1.0 


5.9 
5.0 
3.4 
10.6 
9.5 


S.9  8.9  6.3 

6.2  6.4  4.8 
4.9  11.3 

8.3  10.7 
7.7  8.5 


8.3 
6.4 
6.0 


6.9 
8.0 
6.8 
8.5 
8.3 


23.1 
8.3 

20.3 
9.0 
8.4 


11.8 
-8.1 
Uj  13.8 

-8.7 


4.2  11.3 

-14.6  -11.1 

5.8  11.8 

-13.4  -10.4 

-14.2  -15.4 


PUTNAM  PREMIER  INCOME 
SALOMON  BROS.  2008  WORLDWIDE 
SENIOR  HIGH-INCOME  PTFL. 
TCW/DW  TERM  2000 
TCW/DW  TERM  2002 


AVG 


Multisector 
International 
High  Yield 
Interm.  Govt. 
Long  Govt. 

International 
International 
Muni.  Ntl.  Long 
Muni.  Ntl.  Long 
Muni.  Ntl.  Long 


Low 

Very  High 
Very  low 
High 
High 


1225.0 
343.3 
461.7 
459.2 
423.1 


0.9 
10 
0.9 
0.8 
3.1 


10.3 
29.8 
11.0 
6.1 
7.0 


8.3 
11.2 
8.0 
5.3 
6.9 


25.0 
12.1 
11.9 
13.4 


6.4 
9.4 
9.9 
-0.7 
1.7 


8.7 
10.3 
10.0 
5.9 
7.1 


8.6 
18.4 

6.8 
16.5 
16.4 


4.2 
3.8 
-8.7 
-8.2 


-17.7  -9.; 

-10.8  -10.1 

-*.3  3.; 

-17.3  -9.' 

-17.6  -11 


TEMPLETON  EMG.  MKTS.  INC. 
TEMPLETON  GLOBAL  INCOME  AVG 
VAN  KAMPEN  AMER.  CAP.  MUNI,  (b)  AVG 
VAN  KAMPEN  AM.  CAP.  TK.  INV.  GR.  MUNL  (c)  AVG 
VAN  KAMPEN  AM.  CAP.  VALUE  MUNL  INC.  (d)  ^f-*- 


High 
Low 

Average 
Average 
High 


642.9 
1048.6 
590.0 
450.8 
344.6 


1.1 
0.7 
1.6 
NA 


26.0 
12.4 
5.1 
4.6 
4.4 


8.0 
8.5 
5.3 
5.1 
3.6 


20.3 
11.7 
5.0 
4.8 
3.6 


4.0 

5.6 
1.3 
4.3 
1.0 


10.2 
8.3 
7.0 
7.4 
6.7 


14.2 
5.3 
20.0 
22.2 
21.4 


3.1 
-10.5 
-8.5 
-1.1 
-11.3 


-11.5 
-17.5 
-14.7 
-8.9 
-17.2 


-9.: 

-15.: 
-9. 

-6.1 
-13. 


NA=Not  ,jv,]ildble. 

(a)  Formerly  Pilgrim  Prime  Rate  (b)  Formerly  Van  Kampen  Municipal  Trust,  (c)  Formerly  Van  Kampen  Tr,  Invmt,  Gr.  Mum,  (d)  Formerly  Van  Kampen  Value  Mum,  Income 
A  full  version  of  the  Closed-End  Bond  Funds  Scoreboard,  plus  all  the  Equity  Funds,  can  be  found  at  Business  Week's  site  on  America  Online  and  on  ttie  Web  at  www  businessweek.cl 
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'Managers 
nust  learn 
he  how-to  of 
nformation 
ivailability." 

Ikhael  C.  Ruettgers 

resident  and  chief 
xecutive  officer, 
tiC  Corporation 


'Your  network 
hould  reduce 
our  IT 
osts,  not 
icrease  them." 

on  Heinz 

mior  vice-president, 
orldwide  sales, 
oveil.  Inc. 


is  report  prepared  by 
tt  Shuster,  chair  of 
e  1996  Business  Week 
nning  in  the  Digital 
momy  Conference, 
I  consulting  editor, 
nness  Week  Executive 
grams. 


Winning  in  the  Digital 
Economy 

The  Intranetworked  Corporation 


"Networked  Interactive  Multimedia  (NIM) 
will  be  a  trillion  dollar  sector  in  North 
America  alone  by  the  end  of  1997.  At  its 
current  rate  there  has  never  in  history 
been  an  engine  of  economic  growth  like 
NIM.  What's  going  on  is  a  revolution." 

Don  Tapscott,  author,  The  Digital  Economy 


"Whatever  this  feels  like  to  you,"  says 
Raymond  J.  Lane,  president  and  COO  of  Oracle 
Corporation,  "the  dawning  of  a  new  age  or  just 


network  computing  and  business  process 
reengineering  revisited,  you  should  know  that  it 
is  not  about  technology.  It  is  about  companies' 
desire  to  compete.  All  the  technological  tools  are 
merely  vehicles  for  improved  competitiveness." 

Help!  I'm  Spending  and  I  Don't 
Know  Why! 

The  most  shocking  bit  of  data  revealed  at  this 
year's  Business  Week's  Winning  in  the  Digital 
Economy  Conference  came  from  Ron  Heinz, 
senior  vice-president,  worldwide  sales,  of  com- 
puter networking  giant  Novell.  "I  talk  to  a  lot  of 
corporate  customers,"  Heinz  confided,  "and  I 
always  ask  if  they  are  planning  an  intranet.  The 
answer  is  usually  yes.  Then  I  ask,  'do  you  know 


"We  used  to  talk  about  air, 
land,  and  sea  battles.Then 
we  added  space. Today  we 
must  add  information 
systems  as  a  new  theatre, 
tool,  and  target  of  battle." 

Gen.  Colin  L.  Powell  (Ret.) 

Chairman,  Joint  Chiefs  of  Staff, 
U.S.  Dept.  of  Defense,  1989-1993 


"What's  going  on  is  a 
revolution." 

Don  Tapscott 

president. 

New  Paradigm  Learning  Corporation; 
author.  The  Digital  Economy 


"Ninety-six  percent  of  the 
thousand  largest  companies 
in  America  are  implementing 
intranets.  I  don't  know  what 
the  other  4%  are  doing." 

James  Barksdale 

president  and  CEO,  Netscape 


BusinessWeek 
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"Digital  technol- 
ogy and  new  IT 
applications  are 
the  definition  of 
military  modern- 
ization.They  will 
give  us  battlefield 
dominance  with- 
out new  weapons 
platforms." 

William  J.  Perry 

U.S.  Secretary  of 
Defense,  1993-1997 


"We  will  create 
electronic 
reflections  of 
our  physical 
value  chains." 

Kathleen  Pushor, 

president, 

EC  advantage  Inc., 

a  MicroAge  company 


what  an  intranet  is?'  We  often  get  a  shake  of  the 
head  in  response.  The  feehng  seems  to  be  'we 
don't  know  what  it  is  and  we  don't  know  why  we 
want  one,  we  just  know  that  we  need  one  to  stay 
ahead  of  the  coni]:)etition.'" 

Speaker  after  speaker  decried  such  'follow  me' 
corporate  decisionmaking  even  as  they  afTirmed 
that  every  company  can  indeed  benefit  from  an 
intranet  to  improve  internal  o])erations  and  an 
'extranet"  to  link  the  company  to  its  suppliers 
and  customers. 

"We  must  first  ask  ourselves  'why  is  this 
relevant?',"  says  Kathleen  Pushor,  president  of 
electronic  commerce  provider  EC  advantage  hic, 
a  MicroAge  company.  "The  answer  is,  because 
valuable  information  is  created  everywhere  along 


We  Built  The  Internet.  They  Didn't! 


your  physical  value  chain,  and  the  technology 
now  exists  to  gather  all  this  information  and  turn 
it  into  a  tiling  of  immense  value,  bursting  with 
competitive  opportunity.  We  will  all  be  both 
suppliers  and  recipients  of  this  type  of  data, 
competing  to  put  it  to  maximum  advantage. 
That,"  says  Pushor,  "is  the  'why'  behind  today's 
corporate  technology  investments." 

Obsessed,  Doubtful,  and  Worried 

"American  corporations  are  obsessed  with  digit 
technology  and  convinced  of  its  importance," 
says  Michael  Ruettgers,  president  and  CEO  o 
data  storage  leader  EMC  Coiporation.  ''But  at 
the  moment  when  information  technology  is 
poised  to  deliver  its  greatest  advantages  ever, 


Company  leaders  at  Business  Week's  V^'mn'mg  in  the  Digital  Economy  Conference 
heard  a  spirited  attack  on  telephone  companies  from  Plxar  Animation  Studios 
CEO  Steve  Jobs. 

"Consumer-oriented  companies  like  Plxar  that  want  to  take  advantage  of 
digital  convergence  In  the  consumer  marketplace  are  headed  for  a  tralnwreck," 
says  Jobs.  "We  cannot  deliver  entertainment  to  the  home  over  28.8  modems,  or 
even  ISDN.  The  old-line  monopoly  Baby  Bells  just  don't  get  it  and  they  are 
standing  in  the  way.  The  technology  to  deliver  multiple  megabits  per  second  over 
the  existing  copper  exists,  but  the  telcos  mentality  Is  to  use  this  technology  only 
for  high-priced  premium  services.  The  Tl  line  that  costs  me  about  $4000  per  year 
could  be  Implemented  in  volume  at  less  than  five  hundred  dollars  —  under  $40 
per  month.  Bandwidth  to  the  home  is  too  Important  to  be  left  to  the  telcos. 
They  ought  to  be  taken  out  and  quartered." 

Van  Taylor,  the  president  and  CEO  of  Southwestern  Bell  Technology 
Resources,  replied  that  "people  underestimate  the  billions  of  dollars  it  takes  to  pu 
a  new  infrastructure  in  place.  But  we're  working  on  it.  SBC  Is  In  active  trials  with 
copper-based  ADSL  technology  that  will  give  multi-megabit  delivery  downstream, 
and  something  less  than  a  megabit  upstream.  It's 
improving  and  promising." 

While  Steve  Jobs  sees  the  telcos  as  a  hindrance,  for 
Bruce  Bond,  president  and  CEO  of  ANS  (an  America  Online  company),  the 
telephone  companies'  weaknesses  are  his  opportunity: 

"The  new  IT  tools  are  principally  collaborative  In  nature,"  says  Bond.  "As 
corporations  understand  what  this  means  and  identify  new  capabilities  they  want 
to  have,  they  often  make  the  mistake  of  turning  to  their  traditional  telecommunica- 
tions provider  to  seek  the  new,  open  technologies  and  new  kinds  of  network 
structures.  But  the  telephone  companies  are  among  the  most  hierarchical  of 
organizations.  They  still  cling  to  a  'centralized  network'  mindset.  They  are 
structurally  blind  to  the  fact  that  businesses  need  new,  more  collaborative  ways 
of  working  and  require  a  new  type  of  network  technology  to  support  that  need." 
That's  why  America  Online  bought  ANS,  the  original  builder  and  operator  of 
the  National  Science  Foundation's  backbone  network  service  for  researchers 
and  scientists  —  the  Internet." 


"The  telephone 
companies  are 
clinging  to  an 
old-fashioned 
'centralized  net- 
work' mindset." 

Bruce  Bond 

president  and  CEO, 
ANS,  an  America  Online 
Company 


"The  Baby  Bells 
are  stalling  this 
revolution." 

Steven  P.  Jobs 

chairman  and  CEO, 
Pixar  Animation  Studios 
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IT  Leaders  Answer  Some  Questions 


fop  information  systems  managers  from  the 
;ream  of  American  corporations  are  generally 
:onvinced:  the  'digital  economy'  is  a  very  big  deal 
vith  colossal  implications  for  business  and  society, 
n-hall  polling  at  The  Business  Week  Winning  in 
he  Digital  Economy  Conference  provided  by 
■leridia  Interactive  Information  Services. 

)o  we  now  face  the  most  significant 
ommunications  revolution  in  all  of  human 
listory? 

'es.  it  is  historic  and  dramatic:  60% 
:  is  big,  but  it's  overhyped:  40% 
Jo,  it's  just  some  new  gadgets:  0% 

in  intranet  can  boost  corporate 
roductivity: 


es:  96.5% 


No:  3.5% 


personally  access  the  www... 

)aily  or  several  times  per  week:  7 1 .3% 

Veekly  or  monthly;  I  |  .5% 

.few  times:  12.2% 

)nce  or  never:  5.1% 

Have  Personally  Made  a  Purchase  Over 
ie  Internet: 


2s:  37% 


No:  63% 


ly  company  is  hesitating  to  use 
ie  internet  for  transactions  due  to 
jcurity  concerns: 

es:  65%  No:  35% 

Plan  To  Use  The  Java  Programming 
anguage: 

;s:  76%  No:  24% 


iggest  obstacle  to  becoming  an  interneted 
iterprise: 

ichnology  legacy:  1 2.2% 

ultural  legacy:  87.8% 

y  company  limits  employees' 
ternet  access: 


;s:  49.3% 


tag  by  Meridia  (2 15)  572-5900 


No:  50.7% 


HI 

r 


usinessWeek 
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our  research  shows  a  growing  skepticism  rooted 
in  a  sense  that  information  technology  has  failed 
to  deliver  on  its  promise." 

Ruettgers  pins  the  problem  on  "'senior 
management  who  really  don't  know  how  to  make 
information  available.  By  2000  the  average  large 
corporation  will  be  storing  more  tlian  400  terabytes 
of  information,  yet  if  current  trends  persist  they 
will  actually  discard  8,5%  of  the  valuable  data 
they  collect,"  he  says.  "Managers  will  never  make 
])r()fitable  use  of  their  data  until  they  learn  the 
how-to  of  information  availability." 

Not  Ready  for  Infocentric  Computing? 

Corporate  IT  leaders  know  they  have  a  problem. 
Find/S.V.P.  Interviews  with  650  senior  IT 
managers  reveal  large  majorities  "concerned 
about  their  ability  to  manage  information  across 
the  enterprise." 

No  wonder  they  are  worried.  Consolidation 
of  data  into  centralized  files  is  the  current  trend. 


Why  Hewlett-Packard's  CEO  Loves  His  Intranet 


"It 's  not  about  cutting  costs, "  insists  Hewlett-Packard 
chairman  and  CEO  Lewis  Piatt.  HP's  intranet  has 
saved  the  company  billions  of  dollars  but  Piatt  is  more 
proud  of  its  'top-line'  impact:  HP's  intranet  delivers 
measurable  added  value.  It  also  enables  myriad 
1'        l^^^^m    chonges  in  the  way  Hewlett-Packard  does  business. 
^^^x      *^5B^B  ^^'^^  shifted  hundreds  of  paper  forms  to  the 

^^^^/*Sm|#^^H   v^eb  for  a  70%  savings.  Selling,  general,  and  adminis- 
^^^^^   ^"^^^    trative  expenses  were  29.9%  of  revenue  before  the 
intranet.  Now  they're  less  than  16.9%. 

"We  have  standardized  the  configuration  and 
applications  on  all  100,000  desktops  in  HP,  cutting 
computer-related  administrative  costs  in  half  Total 
intranet-related  savings  in  the  systems  area  are 
around  $200  million  dollars  per  year. 

"Customers  call  us  for  new  printer  drivers  two 
million  times  per  month,  costing  us  $14  per  call.  So 
we  put  a  printer  driver  library  at  our  website.  It  drew  1 .2  million  downloads  in 
the  first  eight  weeks  and  that  number  is  rising  about  20%  per  month.  We  are 
saving  $8  million  monthly  and  rising.  And  the  customers  love  it. 

We  have  also  created  an  'Electronic  Sales  Partner'  to  supply  1 8,000  marketing 
documents  to  our  5,000  sales  reps.  In  the  US  alone  that  saves  us  about 
$25-million  a  year  And  when  Sales  and  Marketing  magazine  named  HP's  the 
'Best  U.S.  Salesforce  of  1996,'  several  reps  specifically  credited  ESP  for  their 
sales  performance. 

"But  the  intranet  is  really  not  about  cutting  costs.  We  have  implemented  over 
100  private  newsgroups  where  our  employees  hold  virtual  conversations  on 
everything  from  computer  architecture  to  defect  tracking.  These  chats  share  and 
leverage  HP's  intellectual  capital  company-wide,  across  120  countries.  The  value 
of  this  sharing  is  incalculable." 


"The  value  of 
this  sharing  is 
incalculable." 

Lewis  E.  Piatt 

chairman,  president 
and  CEO, 

Hewlett-Packard  Connpany 
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strongly  supported  by  IT  managers  across 
industiy.  They  dream  of  regaining  control  over 
their  iirmianageable.  often  inaccessible,  distributed 
pools  of  data.  But  cati  they?  The  answer  is  always 
yes,  but  in  most  cases  a  lot  of  outside  help  will 
be  required. 

So  virtually  ever)'  comjjuter  hardware,  softAvare, 
CPU,  networking,  database,  and  storage  vendor  is 
now  focused  on  some  aspect  of  this  corporate 
coping  challenge.  Many  vendors  are  turning  to 
one  another  in  compelling  examples  of  company- 
to-company  collaboration.  "IT  managers  are 
insisting  w^e  work  together  to  advance  the  cause 
of  rapid  information  access,"  says  EMC's 
Ruettgers,  who  is  in  a  significant  collaboration 


Network  Computers:  As  Ubiquitous  As  TVs  and  Telephones 


The  network  computer  is  the  hottest  concept  in 
^^^^^^^^^H^H   corporate  IT  today.  Leading  the  NC  charge  is 

^BNRMm^^^^H   Oracle  Corporation,  whose  president  and  chief 

^^^^H   operating  officer  Raymond  J.  Lane  is  a  man  with 
^■""^         J^^^l    revolutionary  goals  that  extend  far  beyond  the 
'  •^^H   corporate  community: 

"90%  of  the  world  population  has  never  used  a 
^^^H^!^  ^^^M  computer  In  order  to  have  a  true  information  age, 
I^^B  we  need  to  provide  universal  access,  low  cost,  and 

ease  of  use  for  computing.  Networking  will  be  the 
new  trend  allowing  management  teams  to  collaborate 
with  each  other  and  share  core  competencies  to  go 
after  new  opportunities  that  are  of  mutual  benefit. 

"Getting  this  done  demands  that  a  great  deal  of 
complexity  be  moved  off  the  desktop  and  into  the 
network.  Think  of  telephones  or  broadcast  television: 
very  large,  complex,  consolidated  networks  fronting 
on  very  simple,  low-cost  user  interfaces,  yielding 
100%  participation.  That's  the  model. 

"As  we  build  this  system,  we  must  make  sure 
that  any  transaction  will  run  over  any  network  and 
transact  between  any  pair  or  group  of  individuals  at 
home,  at  the  office,  in  any  nation.  It  has  to  be  a  worldwide  open  standard-based 
system.  We  cannot  afford  any  kind  of  closed  proprietaiy  or  locked-in  kind  of 
system  that  paints  you  into  a  corner  When  the  next  change  comes  it's  got  to  be 
easy  for  everybody  to  take  advantage  of  it." 

Something  For  Everyone 

While  Lane  focused  on  the  network  computer's  importance  for  the  larger 
community,  Apple  founder  Steve  Jobs  had  fulsome  praise  for  the  concept's 
application  to  the  corporate  IT  environment:  "Gigabit-per-second  ethernet  for 
corporations  is  just  a  few  months  away,"  says  Jobs.  "You  will  be  able  to  access 
your  server  faster  than  your  hard  disk.  So  who  needs  a  hard  disk?  Eliminate  the 
hard  disks  and  you  eliminate  local  storage  and  all  the  configuration  management 
nightmares,  all  the  high  cost  of  ownership.  (Oracle  CEO)  Larry  Ellison 
deserves  the  credit  for  getting  this  ball  rolling,"  says  Jobs. 


1^ 

"In  order  to  have 
a  true  Information 
age,  we  need  to 
provide  universal 
access,  low  cost, 
and  ease  of  use  for 
computing." 

Raymond  J.  Lane 

president  and  COO, 
Oracle  Corporation 


"Many 
companies' 
basic  business 
model  is  in 
jeopardy." 

Bill  Lawson 

president.  CEO,  and 
founding  partner. 
Lawson  Software 


with  Hewlett-Packard 
and  Oracle. 

But  vendor-created 
solutions  can  go  only  so 
lar.  "Virtually  ever)' 
company's  senior  man- 
agement needs  to  pav  a 
visit  to  the  big  strategy 
room,"  says  William 
Lawson,  president  and 
CEO  of  Minneapohs- 
based  business  applica- 
tions provider  Lawson 
Software.  "They  need  t| 
revisit  their  whole  busi-| 
ness  model,  rethink  all 
those  things  they  thougH 
they  were  expert  at. 

"The  new  technoioj 
brings  us  things  we  havl 
always  wanted,"  says 
Lawson.  "Operational  efficiencies,  paperlessnesj 
the  virtual  corporation,  a  new  abilit)'  to  commaiJ 
information  and  profit  from  it.  This  is  all  good. 
But  these  new  technologies  I  sell  change  the 
rules  my  buyers  have  lived  by  for  decades.  ManI 
companies  are  discovering  that  their  basic 
business  model  has  been  placed  in  jeopardy  byl 
the  digital,  networked  economy." 

Who  Is  Going  To  Do  This? 

"Everything  is  becoming  faster  and  cheaper  am 
easier  to  use,"  says  NovelFs  Ron  Heinz,"the  ba( 
news  is  that  the  new  technologies  are  very  com' 
plex,  so  you  need  outstanding  people  to  help  yo 
and  the  best  people  are  hard  to  find,  hard  to 
motivate,  and  hard  to  keep." 

Pixar  Animation  Studios  CEO  Steve  Jobs 
agrees:  "In  the  computer  field,  the  best  people 
are  fift)-  times  better  than  the  average.  I  persona 
spend  a  day  of  every  week  recruiting.  It's  the 
most  important  thing  I  do." 

Novell's  Heinz  points  out  that  "at  least  75% 
of  the  cost  associated  with  computing  and 
information  technology  is  human  resources  am 
management-related."  As  networks  grow,  NoveU 
developing  network  management  tools  specifica 
designed  to  ensure  that  larger  networks  do  not 
demand  larger  staffs.  "Your  network  should  redu 
your  IT  costs,  not  increase  them,"  says  Heinz 
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NTIGRAVITY?  WELL, 
rS  ALL  UP  IN  THE  AIR 

sounds  like  something  from  The  X-Files^  but  levitation  is  raising  eyebrows-and  interest  at  NASA 

superconducting  atoms  can  "cou- 
ple," compounding  in  strength  to 
the  point  where  they  can  pro- 
duce antigravity.  Li  and  Moda- 
nese  have  been  debating  each 
other  since  the  eai'ly  1990s,  when 
Eugene  E.  Podkletnov,  a  Russian 
materials  scientist  then  at  Tam- 
pere University  of  Technology  in 
Finland,  reported  strange  gi-avi- 
ty-attenuation  effects  in  his 
experiments. 

FINE-TUNING.  To  settle  the  issue, 
researchers  at  nasa's  Marshall 
Space  Fhght  Center  in  Hunts- 
ville,  Ala.,  and  two  national  labo- 
ratories are  setting  up  experi- 
ments. NASA  physicist  David  A. 
Noever  was  so  eager  to  get  go- 
ing he  paid  his  own  fare  to  Den- 
vei-  to  boiTow  a  gi'avitometer,  an 
ultrasensitive  gadget  for  mea- 
suring gravity.  "It  shows  you 
how  excited  these  people  are. 

They're  working 
their  rear  ends 
off,"  says  L.  Whitt 
Brantley,  chief  of 
nAvSA's  Advanced 
Concepts  Office. 
So  far,  Schnurer 

ANTIOCH'S  SCHNURER,  DIRECTOR  OF  PHYSICS  ENGINEERING      has  replicated  his 

weight-loss  experi- 
ment 12  times.  He  points  out  that  the 
balance  doesn't  move  when  he  turns  on 
the  juice  without  the  disk — or  when  the 
disk  isn't  in  the  Meissner  state.  Still, 
Schnm-er  admits,  his  setup  is  cnide,  and 
he  is  now  making  other  refinements. 

To  spread  the  fim  around,  Schnurer 
has  formed  the  Gravity  Society,  with 
Podkletnov  and  Modanese  as  charter 
members.  It  now  has  a  bare-bones  Web 
page  (http://www.gi'avity.org)  and  should 
soon  offer  scientific  papers  from  the  trio. 

Until  NASA  or  one  of  the  national 
labs  can  determine  why  superconduc- 
tors cause  balances  to  tilt,  skeptics  will 
have  an  easy  time  denying  Schnurer's 
results.  He  cheerfully  admits  he's  no 
theoretician,  just  an  inveterate  tinkerer. 
"I  can't  even  understand  Giovanni's 
math,"  he  says.  "But  this  is  big  fun." 

By  Otis  PoH  in  New  York 


iloating  on  air?  It's  possible.  Just  cMU 
a  ceramic  superconductor  below  90K 
(-300F)  and  place  it  on  a  magnet, 
superconductor  will  levitate.  It's 
id  the  Meissner  effect,  and  it  might 
day  lead  to  an  "antigi-avity"  machine, 
ohn  H.  Schnurer,  director  of  physics 
neering  at  Antioch  College  in  Yellow 
ngs.  Ohio,  thinks  he  might  have  tak- 
i  fli'st  step  in  that  direction  last  fall. 
!r  chilling  a  l-inch-diametei-  super- 
lucting  disk,  he  threw  a  switch  that 
;  an  electrical  current  surging 
■ugh  a  set  of  coils  positioned  around 
disk.  Above  the  disk  was  a  plastic 
pie  hanging  from  one  end  of  a 
lemade  balance  scale  containing  no 
al  parts.  The  plastic  sample  rose 
•  so  slightly — corresponding  to  an 
irent  5%  loss  in  the  weight  of  the 
pie.  "Great  fim,"  said  Schnui'er — his 
rained  way  of  shouting  "Eureka!" 
.K  FORCE.  Many  physicists  are  sure 
p-avity  is  a  delusion.  Even  if  it  does 
t,  it  can't  be  more  than  one-mil- 
h  as  strong  as  gi-avity,  says  Ei-ic 
^delberger,  a  professor  of  physics 
he  University  of  Washington  who 
ies  gi-avity.  And  because  gravity  it- 
is  such  a  weak  force,  tiny  magnetic 


Schnurer  keeps  an  eye  on  the 
superconductor  setup  that  seems  to 
decrease  the  pull  of  gravity 


fields  and  temperature  changes  can 
cause  spiu-ious  results.  Adelberger  says 
it's  crucial  to  control  temperatures  to 
one-thousandth  of  a  degree — way  be- 
yond the  scope  of  Schnurer's  setup. 

At  least  two  scientists  theorize  that 
the  apparent  weight  loss  is  real.  Gio- 
vanni Modanese,  a  physicist  at  the  Ital- 
ian National  Agency  for  Nucleai-  &  High 
Energy  Physics  in  Trento,  agi-ees  anti- 
gravity  is  unlikely — but  a  "gravity 
shield"  is  something  else.  It  would  pro- 
duce an  unseen  tunnel  above  the  disk, 
and  inside  it  things  would  weigh  less 
because  exotic  quantum-physics  reac- 
tions would  be  absorbing  some  of  grav- 
ity's pull. 

Ning  Li,  a  senior  reseai-ch  scientist  at 
the  University  of  Alabama's  Huntsville 
campus,  believes  that  under  the  pi'oper 
conditions,  the  minuscule  force  fields  of 
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Developments  to  Watch 
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THERE'S  AN  ATM 
IN  YOUR 

HOME  COMPUTER 

THE  L".  S.  LAGS  WAY  BEHIND 

Europe  and  Japan  in  the  use 
of  smart  cards — credit  cards 
with  embedded  chips.  The 
chip  functions  as  an  electron- 
ic purse,  disbursing  digital 
money  to  pay  for  phone  calls, 
parking-meter  time,  bus 
fares,  and  retail  purchases — 
all  apphcations  that  will  be 
tested  in  the  U.  S.  this  year 
Fischer  Intemational  Sys- 
tems Corp.  has  come  up  with 
a  gadget  that  may  catch 
Americans'  fancy  and  hasten 
the  spread  of  smart-cai'd  use: 
a  portable  de\ice  that  allows 


the  cards  to  be  plugged 
into  any  PC. 

Fischer's  Smarty  re- 
sembles an  ordinan,'  3.5- 
inch  floppy — but  with  a 
slot  for  a  smart  cai'd.  Slij^ 
one  in.  pop  the  Smarty 
into  a  floppy  drive,  and 
your  PC  becomes  a  bank. 
There's  no  need  to  \isit 
your  local  branch  to  add 
more  cash  to  the  cai'd — 
just  download  some  money 
from  your  checking  account. 
Or  transmit  funds  to  cover 
the  cost  of  an  online  pui"chase. 
With  Smarty.  "your  home 
computer  becomes  a  home 
.ATM,"  says  Aithur  C.  Burton, 
vice-president  of  sales  at  the 
Naples  (Fla.)  company. 

The  product  is  being  in- 


troduced at  S55  in  Europe 
and  Asia,  where  Fischer  In- 
ternational expects  to  sell 
several  hundred  thousand 
units  this  yean  But  the  price 
will  drop  below  $40  before 
yearend.  Burton  predicts.  So 
U.  S.  consumers  will  get  a 
bargain  when  the  Smarty 
comes  home.  □ 


SERIOUS  RESEARCH 
ON  TICKLING 

A   TICKLE    MAY    ELICIT  A 

giggle,  but  it  ain't  necessar- 
ily funny.  That's  one  conclu- 
sion of  a  recent  effort  to 
solve  the  enigma  of  tick- 
ling: Of  what  possible  bene- 
fit is  the  near-universal  reac- 
tion to  having  your  foot 
tickled?  That  has  stumped 
everyone  from  Socrates  to 
Charles  Darw  in. 

One  common  misconcep- 
tion is  that  tickling  provokes 
mirth.  But  experiments  by 
Nicholas  Christenfeld,  pro- 
fessor of  psycholog>-  at  the 
University  of  California  at 
San  Diego,  disprove  that  no- 
tion. "People  don't  giggle  be- 
cause it's  fun- 
ny." he  says; 
the  actual 
reason 
/       w  h  y 


NEW  AGE  CEMENT  FOR  A  CLEANER  WORLD 

CEMENT  CAR  ENGINES?  THAT  M.AV  BE  A  STRETCH,  BUT 

reseai'chers  at  Los  Alamos  National  Laboratoiy  are 
w^orking  with  Materials  Technology  Ltd.  in  Reno.  Nev., 
on  a  process  that  promises  to  transform  cement  mixtui'es 
into  lighter,  stronger  materials.  In  fact,  predicts  Materi- 
als Technology-  President  Roger  H.  Jones  Jr.  the  new 
age  cements  can  be  so  tough  and  "imcementlike"  that 
they  wiU  compete  with  metal,  plastic,  and  wood  for  appli- 
cations ranging  fi'om  auto  parts  to  home  appUances. 

The  key  to  the  dui-abihty  is  a  cai'bon  dio.xide  bath.  Not 
with  gas,  but  with  so-called  supercritical  CO2.  This  fluid- 
like  substance,  created  under  high  pressure,  has  the 
properties  of  both  a  liquid  and  a  gas.  So  it  can  penetrate 
the  tiniest  ca\ities  to  dissolve  water  molecules.  This 
"cures"  cement-based  mixtures  rapidly — in  minutes,  they 
become  as  hai'd  as  concrete  that  has  aged  for  years. 

In  addition,  the  treatment  w'ould  have  envii-onmental 
benefits.  Mixtures  for  inexpensive  constniction  materials 
could  incoi-porate  incinerator  ash.  And  lots  of  CO2  would 
be  pennanently  locked  inside  the  materials,  reducing  the 
threat  of  global  warming  due  to  the  greenhouse  effect.  □ 


squirm  is  that  they  would 
like  to  escape. 

Nor  is  tickling  some  kind 
of  social  activity  that 
cements  bonding 
through  physical 
contact,  like 
grooming  in  apes 
and  other  animals. 
Test  subjects  were 
shown  a  robot  hand 
and  told  that  it  would 


tickle  them  once  they  were 
blindfolded.  But  they  still 
squiiTTied  and  giggled.  Actu- 
ally, the  robot  was  an  elabo- 
rate ruse.  The  real  tickling 
was  done  by  a  person  hid- 
ing under  the  table. 

So  what  purpose  does  the 
tickling  response  serve? 
"That,"  according  to  Chris- 
tenfeld, "is  still  a  mystery." 

David  Graham 


ABEHER 
CLOT  SPOHER 

PEOPLE  WHO  RUSH  TO  AN 

emergency  ward  with 
chest  pains  rarely  get 
quick  diagnoses.  Unless 
substantial  damage  to  th< 
heart  has  occurred,  elec- 
trocardiograms won't  re- 
veal telltale  changes  in 
the  heart's  electrical  ac- 
tivity. Doctors  may  checl 
blood  samples  for  proteii 
"markers"  that  are  re- 
leased when  heart  cells 
die,  but  false-negative 
readings  run  as  high  as 
70%.  So  patients  usually 
are  told  to  lie  still  for 
hours  and  wait.  That  can 
be  deadly  when  the  prob 
lem  is  a  Ijlood  clot  in  the 
heart.  If  more  than  six 
hours  lapse  fi'om  the  on- 
set of  pain,  it's  too  late  U 
use  clotbusting  drugs 
such  as  Genentech's  tpa. 

American  Biogenetic 
Sciences  Inc.  has  a  new 
blood  test  called  TpP  thi 
could  biighten  this  pic- 
tui-e.  It  uses  a  patented 
monoclonal  antibody  thai 
recognizes  one  of  the  pn 
tein  building  blocks  of  a 
clot.  Before  there  is  any 
functional  damage,  "you 
know  that  a  clot  has 
formed,"  says  Joseph  P. 
Laurino,  a  former  direc 
tor  of  laboratorj''  chem- 
istry at  BrowTi  Universi 
ty's  School  of  Medicine. 
Laurino  oversaw  a  two- 
yeai'  cUnical  trial  of  the 
TpP  test  at  BrowTi  and 
was  so  impressed  he 
joined  .abs  as  senior  re- 
search vice-president.  Tl 
trial  showed  TpP  to  be 
three  times  as  sensitive 
as  other  available  mark- 
ers, says  Laurino.  .abs  h 
signed  marketing  and 
sales  deals  with  Abbott 
Labs  and  Hoffmann-La 
Roche.  Neil  Grc 
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Farewell  to  the 
Nursing  Home 

A  host  of  alternatives  help  the  aging  live  independently 


It  was  the  second  call  to 
911  within  a  month.  Her 
88-year-old  father  had 
fallen  again,  and  her  84- 
year-old  mother  couldn't  lift 
him  up.  "I  realized  then  that 
they  just  couldn't  hve  alone 
an\Tnore,  but  I  didn't  want 
them  li\'ing  in  anjlhing  like  a 
hospital  room,"  says  the  cou- 
ple's daughter,  Mai'cia  Haun. 

In  the  past,  when  Mom 
and  Dad  got  too  old  or  frail 
to  hve  alone,  they  went  to  a 
nursing  home.  Not  anymore. 
Americans  are  less  Ukely,  in 
fact,  to  use  nursing  homes  to- 
day than  a  decade  ago — even 
though  they're  h\ing  longer, 
and  the  85-plus  population  is 
expected  to  swell  from  3.6 
milhon  today  to  9  million  by 
2030,  according  to  a  recent 
Health  &  Human  Services 
Dept.  sur^-ey. 

HELP  AT  HOME.  The  nursing- 
home  population  has 
declined  18%  since 
1985  despite  the  lising 
numbei'?  of  the  elder- 
About  41  of  exery 
1,000  Americans  over 
the  age  of  65  ai'e  now 
in  such  homes.  And 
the  makeup  of  the 
nursing  home  popula- 
tion is  also  changing. 
Since  hospitals  are 
now  releasing  patients 
after  shorter  stays, 
nursing  homes  are  fo- 
cusing on  sicker  pa- 
tients who  need  post- 
hospital  care.  "Many 
of  the  people  who 
used  to  be  in  hospitals 
are  now  in  nursing 
homes,  and  those  who 
would  have  lived  in 
nursing  homes  have 


gone  elsewhere,"  says  Da\ad 
Kyllo,  a  spokesman  for  the 
American  Health  Care  Assn. 

Fortunately,  several  alter- 
natives are  available  that 
help  aging  Americans  live 
more  independently^  Some  el- 
derly can  Hve  alone  longer 
when  home  nursing  and 
housekeeping  services  are 
provided.  Health  aides,  who 
can  help  with  bathing  and 
shop  for  groceries,  cost  810 
to  818  per  hour.  Registered 
nurses,  who  perform  more 
sMUed  ser\ices,  such  as  in- 
serting catheters,  cost  $25  to 
840  per  hour.  Home  care  is 
available  24  hours  a  day,  sev- 
en days  a  week,  but  it's  not 
really  intended  to  provide 
long-term,  full-time  nursing 
care.  Instead,  it  lets  recover- 
ing patients  get  limited  as- 
sistance with  medication  and 
care  in  the  comfort  of  home. 


If  your  frail  mother  misses 
sociaUzing  with  people  her 
own  age,  you  might  want  to 
erat)ll  her  in  an  adult  day-care 
center,  ilore  than  3,000  cen- 
ters are  operating  nationwide. 
Most  can  handle  elders  suf- 
fering from  a  variety  of  infir- 
mities— including  Alzheimer's 
disease — as  long  as  the  per- 
son is  mobile  and  not  disrui> 
tive  to  the  group.  Most  adult 
centers  pix)\ide  breakfast  and 
lunch  as  well  as  scheduled 
acti\ities,  such  as  music,  ex- 
ercise programs,  and  trips  to 
the  park.  One  drawback: 
Adult  day-care  centers  gen- 
erally operate  from  9  am  to  5 
p.m.,  which  can  make  them 
inconvenient  for  working  cai-e- 
givers.  Daily  rates  i-ange  from 
830  for  basic  care  to  8150  for 
rehabihtation  therapy  and 
skilled  nursing.  Often,  you 
must  sign  up  for  at  least  two 


Options  for  the  Elderly 


SKILLED  NURSING  HOME 

Offers  24-hr.  skilled  nursing  care 
in  a  hospital-like  setting.  General- 
ly, residents  nnust  share  rooms. 
AVERAGE  COST:  $105  per  day 

CONTINUING  CARE  RETIREMENT 
COMMUNITY  (CCRC) 

Campus-like  environment  where 
residents  begin  in  an  apartment, 
then  move  to  an  assisted-living  unit 
or  a  nursing  facility. 
AVERAGE  COST:  $59,667-S86,866  (Entry  Fee)*; 
SL089-S1.775  (Monthly  Feel' 

ASSISTED-LIVING  FACILITY 

"Home-like"  residences  offer  daily 
meals,  help  with  bathing,  dressing, 
etc.,  24-hour  supervision  and  limit- 

*One-bedroom  unit 


ed  nursing  services.  May  be  part  of 

a  CCRC  or  nursing  home. 
AVERAGE  COST:  S72  per  day/private  room 

ADULT  DAY  CARE 

Community-based  group  programs 
designed  for  those  who  need  some 
day  supervision.  They  generally 
operate  9  a.m.  to  5  p.m.,  five  days 
a  week,  and  often  provide  trans- 
portation to  and  from  the  facility. 
AVERAGE  COST:  S50  per  day 

HOME  CARE 

Health  aides  help  the  elderly  at 
home  with  bathing  and  meals  while 
nurses  perform  more  skilled  ser- 
vices, such  as  inserting  catheters. 
AVERAGE  COST:  $78  per  visit 

DATA:  ASSOCIATIONS,  NATIONAL  COUNCIL  ON  THE  AGING 


HOWS  THE  MENU?  1 

days  of  care  per  week. 
nominal  fee,  many  offei-  ■ 
portation  to  and  frci: 
facility. 

Seniors  who  have  i: 
problems  that  require 
help  may  find  an  a?^; 
h\ing  facility  a  good 
They  get  meals,  tran- 
tion,  housekeeping,  pe? 
and  medical  carr. 
vices  increase  aj 
resident's  needs  ch 
Help  bathing  ma 
all  that  is  need( 
first,  but  a  year 
daily  visits  fro 
registered  nurse 
be  necessary.  U 
nursing  homes,  c 
such  as  Marriot 
nior  Living  Ser 
and  .\RV  Assisted 
ing  offer  the  pr 
of  separate  1 
quaiters  in  a  res 
tial  setting.  Resi 
share  at  least 
daily  meal  and 
for  mo\ies  and 
cise  classes.  Mo 
fees  average  82,1 
A  cheaper,  less 
prehensive  opti 


•esidents  confer  at  the  Maitland  (Fla.)  assisted-living  center 


regate  care.  "It's  a  very 
s-off,  don't-touch-the- 
type  of  care,"  says  As- 
i  Living  Concepts  Pres- 
.  Keren  Brovv^n  Wilson, 
s,  laundry,  and  trans- 
ition are  provided  to 
lents  who  live  in  an 
;ment-like  complex  with 
jmmunal  dining  and 
!ation  room.  Help  with 
ng  and  dressing  is  pro- 
1  for  an  hourly  fee,  but 
edical  services  are  avail- 
Generally,  the  staff 
I't  work  round  the  clock, 
?h  a  manager  may  live 
16  premises. 
A  TENANT.  Adult  foster 
and  home  sharing  are 
Jther  alternatives.  With 
r  care,  your  parent 
d  board  in  a  licensed 
der's  home  and  receive 
)ur  supervision,  meals, 
Iry  service,  transporta- 
and  personal  care.  Many 
e  providers  have  been 
3d  by  registered  nurses; 
"s  are  rns  themselves. 
;ally,  the  boarder  gets  a 
te  bedroom  and  use  of 
common  rooms  in  the 
i.  The  cost  ranges  from 


$1,200  to  $2,000  per  month. 

In  a  home-shaiing  setting,  a 
senior  would  rent  rooms  to 
other  people,  typically  younger 
folks,  who  can  help  around 
the  house.  "We  suggest  that 
12  houi's  of  household  chores 
per  week  equal  free  rent," 
says  Helen  Head,  executive 
director  of  Project  Home,  a 
home-sharing  refeiral  agency 
in  Burlington,  Vt.  To  find  a 
suitable  tenant,  check  refer- 
ences and,  perhaps,  use  a  re- 
feiTal  service. 

For  those  who  ai'e  healthy 
and  wealthy.  Continuing 
Care  Retirement  Communi- 
ties (CCRC)  offer  Mom  and 
Dad  a  home  to  spend  the 
rest  of  their  days,  regai'dless 
of  how  much  care  they  even- 
tually need.  In  exchange  for 
a  hefty  entry  charge  and  a 
monthly  fee,  healthy,  seLf-car- 
ing  elders  move  into  a  pri- 
vate apartment  in  a  luxuri- 
ous, campuslike  setting.  At 
Fairhaven  in  Sykesville,  Md., 
residents  enjoy  a  private  golf 
course,  swimming  pool,  na- 
tui"e  trail,  yoga,  and  coimtry- 
dancing  classes.  As  Mom's 
health  decUnes,  she  can  move 


to  an  assisted-Uv- 
ing  suite — then 
to  a  private  room 
in  the  ccRC's 
niu-sing-cai'e  wing. 

Unfortunately, 
these  communi- 
ties aren't  cheap: 
Fau'haven's  entiy 
fee  can  cost 
$388,000  and  its 
monthly  fees 
neariy  $4,000  for 
a  two-bedroom, 
two-bathroom 
apartment  with 
den.  More  typi- 
cally, entry  fees 
at  less-plush  fa- 
cilities average 
$100,000,  with 
monthly  fees  of 
$1,500.  But  be- 
fore you  decide 
on  a  CCRC,  make 
sure  that  those 
monthly  fees  can 
be  paid  for  the 
remainder  of  your 
parents'  life. 
You'll  typically 
pay  one  of  three  ways.  Some 
facilities  offer  an  "extensive," 
or  lype  A,  plan  in  which  you 
pay  one  inflation-adjusted 
monthly  price,  no  matter 
which  level  of  service  you 
need.  Other  places  provide  a 
"modified,"  or  Type  B,  plan 
that  guarantees  nursing  care 
for  a  specified  number  of 
days  each  year — 
such  as  60-— at  no 
additional  charge. 
After  two  months, 
you  pay  a  dis- 
counted per-diem 
charge.  There  is 
also  a  "fee-for-ser- 
vice,"  or  Type  C, 
plan,  which  is  usu- 
ally less  expensive 
initially,  but  resi- 


over  and  for  those  who  are 
disabled,  covers  hospitahza- 
tion  and  doctor's  services.  But 
it's  limited  primarily  to  short- 
term,  recuperative  care.  So 
Medicare  does  not  pay  for 
long-term  medical  service 
such  as  assisted  hving  or 
adult  day  care.  It  will,  how- 
ever, pick  up  some  of  the 
nursing-home  costs  at  a  ccRC. 
And  Medicare  may  pay  for 
home  care  if  a  doctor  deems 
it  necessary  and  a  Medicare- 
certified  home  health-care 
agency  provides  the  sei-vice. 
LIFE  INSURANCE.  Medicaid 
pays  for  health-care  services 
for  the  very  poor  of  any  age. 
To  qualify,  nearly  all  of  a  pa- 
tient's assets  must  be  deplet- 
ed. State  Medicaid  programs 
may  also  cover  adult  day 
care,  part  of  assisted-living 
fees  (you  pay  room  and 
board),  and  home  care  if  the 
state  substitutes  these  ser- 
vices for  nui"sing-home  care 
under  "waiver"  programs. 
But  to  qualify,  the  patient 
must  be  eligible  for  a  nursing 
home.  Not  all  assisted-Uving 
facilities  take  federally  in- 
sured residents.  Also,  check 
your  long-term-cai'e  insui'ance 
policy  because  assisted  hving, 
home  care,  and  adult  day 
care  may  be  covered  as  an 
"alternative  care  benefit." 

Contact  the  Area  Office  on 
Aging  or  the  Elder  Cai'e  Lo- 
cator Service  (800 
677-1116)  to  learn 
more  about  your 
options.  Also  keep 
in  mind  that  more 
and  more  employ- 
ers are  offering 
ii'ee  elder-cai'e  con- 
sultation and  re- 
ferral services. 

For  many  se- 
niors, no  one  situ- 


ADVICE 


Remember 
that  Medicare 
won't  pay  for 
services  such 
as  assisted 
living  or  adult 
day  care 


dents  must  pay    ation  is  perfect. 


prevailing  market  rates  for 
nursing  care  when  needed. 
To  get  more  information 
about  CCRCS,  try  the  Contin- 
uing Cai'e  Accreditation  Com- 
mission in  Washington  (202 
783-7286). 

Once  you've  sifted  through 
the  options,  how  do  you  pay? 
Medicare,  which  pays  for 
health  care  for  people  65  and 


Marcia  Haun  used  home  care 
for  a  year  before  she  moved 
her  parents  into  the  assisted- 
li\'ing  facility  where  they  now 
reside.  But  as  the  elderly 
population  continues  to  swell, 
a  growing  list  of  options  are 
sure  to  follow  that  will  in- 
crease yom-  pai-ents'  chances 
of  a  secure,  comfortable  old 
age.  Barbara  Hetzer 
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ELDER  aARt  jte 


A  Timely  Play 
On  Senior  Care? 

Long-term  care  facilities  look  attractive 


Looming  congressional 
cuts  on  Medicare 
and  Medicaid  have 
left  investors  vv^ary 
of  health-care  stocks.  But 
one  area  remains  attractive 
to  many  market  pros:  long- 
term  cai'e  companies.  Cai'eftil 
stock  pickers  can  find  good 
buys,  such  as  companies 
trading  at  a  discount  to  cui-- 
rent  asset  value  or  to  futui-e 
earnings  gi-owth. 

Nonetheless,  the  uncer- 
tainty suiTounding  Medicai'e's 
future,  coupled  with  industry 
gi'owth  pains,  has  taken  a  toll 
on  long-teiTO  cai*e  stocks'  per- 
formance. In  1996,  the  Jolin- 
son  Rice  Long  Temi  Cai'e  In- 
dex, a  compilation  of  17 
stocks,  had  a  0.5%  decline, 
wliile  the  Standard  &  Poor's 
500-stock  index  soared  20.3%. 


cut  costs,  hospitals  and 
health  maintenance  organi- 
zations are  shifting  sub- 
acute care  to  nursing 
homes,  which  can  treat  pa- 
tients more  cheaply. 
BUYING  BINGE.  With  U.S. 
nursing-home  occupancy 
rates  averaging  about  90% 
and  the  elderly  population 
mushrooming,  it's  likely 
more  facilities  viill  be  need- 
ed. Construction,  though, 
will  probably  happen  slowly, 
due  to  widespread  laws  that 
restrict  the  development 
of  new  facilities.  So  home 
operators  that  establish 
market  presences  now 
through  smart  acquisitions 
will  be  well-positioned  for 
future  gi'owth,  says  indus- 
try analyst  Mark  Banta. 
One  example  is  Health  Care 


Healthy  Issues 


COMPANY 

STOCK  PRICE 
2^/97 

52-WEEK 
HIGH 

PRICE  TO 
EARNINGS 

ASSISTED  LIVING  CONCEPTS 

WA 

22K 

20 

HEALTH  CARE  &  RETIREMENT 

26X 

29X 

18 

KAPSON  SENIOR  QUARTERS 

9X 

WA 

81 

LIVING  CENTERS  OF  AMERICA 

29K 

41 

11 

SUNRISE  ASSISTED  LIVING 

27K 

30 

160 

ued  because  of  acquisition 
costs.  Houston-based  Living 
Centers  of  America  is  a 
case  in  point.  It  bought 
American  Rehabilitation 
Services  in  Brentwood, 
Calif,  in  early  1996.  In  July, 
Living  Centers  posted  a 
thirxl-quarter  shortfall  of  13(Z 
per  share  as  a  result  of  op- 
erational inefficiencies  at- 
tributed to  the  purchase. 
Still,  Al  White,  a  portfolio 
manager  at  Sir- 
ach  Capital  Man- 
agement in  Seat- 
tle, sees  value  in 
the  stock  because 
its  $41  per-share 
asset  value  is 
substantially 
above  the  share 
price.  Living 
Centers  is  trad- 
ing at  a  price - 
earnings  ratio 

of  11,  below  the   

industry  average  of  13. 
White  expects  earnings  of 
$2.58  per  share  this  year,  up 
21%  from  1996. 

Assisted-living  communi- 
ties are  the  fastest-gi'owing 
segment  of  the  elder-care 
market.  They  offer  private 
living  quarters  and  help 
in  personal  care — good  for 
seniors  who  are  not 
ill  enough  for  nurs- 
^  ing  homes  but 
can't  live 
alone,  either. 
Kapson  Se- 


Avoid  long- 
term  care 
companies 

that  depend 
largely  upon 
Medicare  and 
Medicaid 
payments 


DATA;  BLOOMBERG  FINANCIAL  MARKETS 


But  the  future  isn't  hkely 
to  repeat  long-term  care 
companies'  sorry  past. 
That's  because  some  compa- 
nies are  poised  to  benefit 
from  current  ti'ends  such  as 
consolidation,  the  shift  to 
nursing  homes  providing 
greater  levels  of  care,  and 
gi'owth  in  the  elderly  popu- 
lation. The  $90  billion  nurs- 
ing-home industry  is  grow- 
ing at  a  rate  of  about  10% 
annually.  And  John  Hinde- 
long,  health-care  analyst  at 
Donaldson,  Lufkin  &  Jen- 
rette  Securities,  predicts  de- 
mand for  long-term-care 
beds  will  rise  steadily.  To 


&  Retirement 
Toledo,  which 
operates  in 
the  heavily 
senior-populat- 
ed  states  of 
Florida,  Michi- 
gan, and  Ohio, 
bought  28  rehabilita- 
tion clinics  in  1996 
and  plans  to  buy  sev- 
eral more  this  year. 
Banta   expects  17% 
earnings    growth  in 
1997. 

Some  long-term-care 
stocks,    despite  strong 
company  management  and 
fundamentals,  are  underval- 


e 
an 


ai 
pi 


ar 


nior  Quarters,  based 
Woodbury,  N.  Y.,  provide 
daily  home  care  as  nursin 
homes  increasingly  focus 
sicker  patients.  Kapson's 
facilities  are  strategically 
cated  in  the  Northeas 
where  the  greatest  numbe 
of  senior  elderly,  80 
above,  reside.  Occupane 
levels  there  are  near  1009! 

Many  assisted-hving  con 
panies  have  gone  public 
cently,  so  choo 
carefully.  Unlit 
nursing  home 
which  often  ha\ 
a  mix  of  pnvat 
pay  as  w 
as  Medicare 
Medicaid  res 
dents,  assiste 
living  facilities 
virtually  all 
vate-pay.  Sele^ 
those  with  hi 

  occupancy 

high-quality  care,  dlj's  Hi 
delong  recommends  Sunrii 
Assisted  Living  based 
Fairfax,  Va.  Sunrise  ma 
agement  chose  its  locatio 
in  the  country's  wealthie 
zip  code  areas  to  ensure 
steady  flow  of  paying  clien 
Until  Congress  decid- 
on  reimbursement  lev 
for  Medicare  and  Mediea 
patients,  avoid  long-tei 
care   companies  such 
Community  Care  of  Ame 
ca  and  Advocat,  which 
pend  largely  upon  the 
programs'  payments.  Ste 
clear,  too,  of  those  faciliti 
that  outsource  reimburs 
services    that    are  nc 
under    scrutiny  by 
government,  such  as  rel 
bilitation  therapy.  Nursi 
homes  frequently  contn 
with  outside  providers 
such  health-care  sei-vic 
often  at  a  profit,  becai 
the  Medicare  reimbur 
ment  more  than  cov« 
the  service  cost.  I 
that  may  change  as  C^ 
gress  reconsiders  curr( 
payment  levels.  So  p: 
these  stocks  wisely,  a 
you    may    have    a  gq 
chance  of  making  your  pc 
folio  healthier  for  your  o 
retirement.     Lisa  Sand 
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DER  CARE  Personal  Business 


Forgetting  about 
something  left 
cooking  on  the 
stove  or  mis- 
icing  car  keys  is  nor- 
il  absentmindedness. 
rgetting  how  to  turn 
the  stove  and  what 
5  keys  are  for  is 
)re  likely  to  be 
zheimer's. 

Alzheimer's  Disease 
))  is  a  degenerative 
lin  disorder  that  af- 
:ts  4  million  Ameri- 
is.  Although  it  has 
en  clinically  recog- 
;ed  since  1907,  re- 
irchers  still  know  lit- 
about  what  causes 
or  how  to  stop  its 
bihtating  effects, 
•wever,  recent  devel- 
ments  have  shed 
w  light  on  the  dis- 
;e  and  offer  hope  for 
'ly  diagnosis  and 
latment  as  well  as 
ivention. 

Because  the  risk  of 
^eloping  AD  increases 
rkedly  vdth  age  (1 
10  people  over  age 
and  nearly  half  of 
■  population  over  85, 
!  beheved  to  suffer 
m  it),  incidence  of 
disease  is  expected 
balloon  in  the  next  two 
;ades  as  baby  boomers 
;s  into  their  golden  years, 
th  costs  to  society  now 
imated  by  the  Alzheimer's 
in.  at  $100  billion  a  year, 
push  to  find  a  cui'e  or, 
the  very  least,  cost-effec- 
e  therapies,  is  intense, 
t  lere  has  been  a  tremen- 
I  IS  burst  of  research  activ- 
lately,"  due  primarily  to 
the  people  who  will  be 
icted  and  the  enormous 
ain  the  disease  will  im- 
e  on  our  health-care  sys- 
1  if  no  solution  is  found, 
s  Dr.  Neil  Buckholtz, 
id    of    the    Office  of 
heimer's    Disease  Ke- 
rch at  the  National  Insti- 
3  on  Aging. 

^nd  the  research  has 
n  finitful.  First,  there  is 
3w  drug  available  to  treat 
memory  loss  associated 
h  AD.  Arisept,  developed 


Taking  Aim 
At  Alzheimer's 

New  drugs  and  diagnostic  tools 


by  Japanese  dnigmaker  Ei- 
sai  and  distributed  in  the 
U.  S.  by  Pfizer,  received  ap- 
proval from  the  Food  & 
Drug  Administration  last 
November.  Like  Warner 
Lambert's  Cognex  (approved 
in  1993  and  the  only  other 
AD  drug  on  the  market), 
Arisept  works  to  increase 
the  amount  of  the  neuro- 
transmitter acetylcholine  in 
the  brain.  Acetylcholine  is 
essential  to  maintaining  com- 
munications between  the 
brain  cells  responsible  for 
memoiy  and  is  typically  in 


short  supply  when  someone 
has  AD. 

Arisept  is  seen  as  a 
breakthi-ough  because  it  re- 
quires only  one  dosage  per 
day  and  has  fewer  side  ef- 
fects than  Cognex,  which 
must  be  taken  four  times  a 
day.  "This  is  a  plus  for  peo- 
ple vdth  impaired  memory," 
says  Dr.  Charles  S.  DeCarh, 
director  of  the  Alzheimer's 
Disease  Center  at  the  Uni- 
versity of  Kansas.  Arisept 
doesn't  cause  liver  damage,  a 
complication  associated  with 
Cognex.   Another  acetyl- 


Estrogen 
therapy 
has  been 
linked  to 
better 
memory 

and 
attention 


choline-boosting  drug 
called  Exelon,  from 
Sandoz  Pharmaceuti- 
cals, is  in  the  final 
stages  of  FDA  approval 
and  could  be  on  the 
market  by  1998. 

Researchers  also 
have  discovered  that 
nicotine,  the  active  in- 
gredient in  cigarettes, 
stimulates  the  production  of 
acetylcholine.  While  smoking 
would  do  AD  patients  far 
more  harm  than  good,  there 
have  been  efforts  to  avoid 
the  negative  effects  by  iso- 
lating nicotinelike  substances. 
This  would  enhance  the  re- 
lease of  acetylcholine,  dimin- 
ishing the  memory  defects 
associated  with  the  disease. 
Sibia  Neurosciences  of  San 
Diego  is  currently  testing 
such  a  product  and  hopes  to 
submit  it  for  fda  approval 
before  the  end  of  next  year. 
DYING  CELLS.  However,  in- 
creasing the  amount  of 
acetylcholine  in  the  brain 
will  only  slow  the  pi'ogi'es- 
sion  of  AD,  not  reverse  it. 
Acetylcholine  is  scarce  in  ad 
patients  because  the  brain 
cells  that  release  it  are  es- 
sentially shriveling  up  and 
dying.  What's  needed  is  a 
way  to  stop  the  degenera- 
tive process.  To  that  end.  es- 
trogen therapies  hold  some 
promise.  According  to  a 
small-scale  study  conducted 
last  year  by  the  Veterans 
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Telecommunications  Services 


FAX  BROADCASTING 
only  100  a  minute! 


To  the  U  S  from  onyvvhere  in  ihe  worldl 

Rates  per  minute  to;  ( 

i  France        $0  39  Jopan  $0,39! 

I  Germany    $0  39  U  S  $0  10  > 

'Hong  Kong $0  59  U  K  $0,29^ 


Toll-free:  1.800.906.4FAX 

Tel  1  206  301  7000    Fox  I  206  301  7500 


2A  Wo"'*' 


America's  Leading  Stand  Alone 


'  One  Low  Rate  •  1 7.5e/minute  •  24tirs/day 
•  No  Monthly  Fee  •  No  Surcliarges 
•  Six-Second  Billing  Worldwide 
•  Low,  Flat  Infl  Rates 


\/bicei 


Simply  Convenient 

800-789-5753  24  nrs/day  ton  free 
more  info:  http:/Awww.tel-world.com 


Internet  Services 


web  publishing 
multiinedia  consulting 
http;//www.blueskye.com 

I  -  888  -  CoolSkye 

(1-888-266-5759) 

Telecommunications  Services 


TELECONFERENCING  a»Iowa« 


The  Best  Rates  In  The  Counrn 


Reserve  Your  Next  Conference  Call  By  Calling 


1-800-778-MEET 

http://www- eagle  net  


Capital  Available 


BANKER  BLOWOFF? 


Tired  of  getting  the  runaround  Trom 
bankers  who  aren't  really  lending? 
New  database  lists  1 ,000's  of 
alternative  lenders  and  investors  who 
are  aggressively  financing  high  risk 
business  ventures.  CALL  for  FREE 
info:  800-580-1188  D<ii»\/^fge 


Business  Services 


FORM  YOUR  OWN  CORPORATION 

in  any  state,  as  low  as  $45 


Y'  ou  know  the  advantages 
of  having  your  own  corpo- 
ration: Incredible  tax  breaks. 
Protection  of  personal  assets. 
Attracting  investors. 

The  Company  Corporation  (TCC) 
has  set  up  more  than  150,000 
corporations  in  the  last  25  years. 

Cut  out  the  middleman 
&  save  up  to  90% 

Most  people  think  you  have  to 
go  through  a  law  finn,  pay  $2,000 
to  $3,000,  wait  six  weeks  and  be 
bogged  down  with  paperwork. 
Not  so  when  you  go  through  TCC. 
You  can  incorporate  over  the 
phone  or  on-line... for  as  little  as 
$45,  plus  a  filing  fee  —  usually  $74. 

FREE  •  FREE  •  FREE 

If  you're  still  unsure  about 
I  \  incorporating,  we'll  send  you  a 
'  i    FREE  copy  of  "How  to  Form 


And  Service  a  Coiporation  at 
Very  Low  Cost!"  which  will  tell 
you  everything  you  need  to  know 
to  form  your  own  corporation  in 
all  50  states... legally,  quickly, 
and  affordably,  with  maximum 
protection  for  your  personal  assets. 

Protect  your  future 

Do  yourself,  your  fainily  and 
your  business  a  favor.  Call  the 
number  below,  or  contact  us  on- 
line, we'll  incorporate  you  within 
24  hours!  It  will  probably  be  the 
smartest  move  you  make  this 
year.  Incorporating  is  a  powerful 
step  in  controlling  your  future. 
Take  that  step  today. 

1-800-542-2677 
Ext.  6169 

All  Corporations  Guaranteed 

Legally  Correct 
©  The  Company  Corporation  1997 


impuServe:  GO  CORP 


http://www.incorporate.com 


Business  Opportunities 


CONSULTANTS/TRAINERS 


International  Hrm  expanding  in 
US  needs  independent  consultants 
and  trainers  to  represent  our 
company.  We  offer  some  of  the 
finest  human  resource  development 
programs  available  today.  Very 
high  income  potential.  Extensive 
training  and  support.  Management, 
marketing,  or  consulting  experience 
helpful.  Send  resume  or  brief 
personal  history  to: 

RESOURCE  ASSOCIATES 
CORPORATION 

D.L.  Engle,  VP  Development 
Department  WB27 
100  Kachel  Blvd.,  #150-E 
Reading,  PA  19607 
(800)  799-6227,  Ext.  12 
FAX:  (610)  856-5918 


$350,000++  Potential 
Annually  from  Home 


$350K  •  $2M  possible  annually  fwm  $8,(X>0 
purchase,  $75K  potential  1st  few  months 
Breakthrough  product  and  company 
structure.  9^^^  profit  margin.  No  selling 
experience  required,  no  employees,  no 
travel,  no  MLM  2  Mmute  message. 
1-800/432-0018  Ext.  2776 
Freedom  Associates 


j  AOL  Keyword:  incorporate 


Business  Opportunities 


MAKE  MONEY  AS  A 
BUSINESS  FINANCE 
CONSULTANT 


Arrange  Business  Loans  and 
Equipment  LeasesUom  $1,000  to 
S10  million.  No  co-brokering.  Work 
directly  w/National  Lenders. 
Unlimited  earnings  potential  and 
residual  income. 
COLOR  brochure  and  FREE 
computer  disk 

CALL  1-800-336-3933 

k  The  Loan  Consultants,  Inc.  . 


OPPORTUMITY  KMOCKS 


Once  I  n  .1  \n  h  1 1  e  a  h  11  s  1  n  e  s  > 
opportunity  conic-  jlona  thai  will 
never  reneal  ilself.  an  opportunity  so 
strong  that  limini^  is  oj  ihc  e^.seme 
for  the  select  few  who  take 
advantage.  We  know  that  our 
proven,  ten  year  old  program  is  so 
profitable  with  respect  to  return  on 
investment  that  we  urge  you  to  talk 
10  our  dealers.  If  you  have  sales/ 
mgml  skills  and  can  invest  in  a 
proven  business  which  will  give  you 
extremely  high  income,  an  exclusive 
protected  area,  training,  leads, 
secured  accounts  to  call  on,  then  let's 
talk.  Areas  going  fast 

1-800-601-7200 


Import  Opportunities 


SOURCES  FROM  CHIN 


•  contract  manufacturing 
•  product  sourcing 
Our  largest  alliance  of  manufacturil 
groups  in  (Mainland  China  can  hell 
Please  contact: 

China  Products,  Inc. 

2601  S.  Lemay,  Suite  7-417 
Fort  Collins,  CO  80525 
Tei:  970-229-1842;  Fax  970-229-91 


Advanced  Ed. /MBA  Progrs! 


GIS 


EXTERNAL  MBA  PROGR 


♦  ACCREDITED  by  North  Central 
Association  of  Colleges  and  Schtt 

♦  No  classroom  attendance  required 

♦  Earn  your  MBA  degree  in  2  years 

♦  Video,  audio  and  Internet  material; 

♦  Founded  1877,  seives  9,000  studer 


For  free  Regis  MBA  video  and  I 
application  pacltage,  call  toll-free  J 

.  ~  H88^BA-REGIS  ' 

www.MBAREGIS.com 

PeilORITVCObE«R0131  I 


Education/Instruction 


MBA  BY  Distance  LsARm 

Md]Oi  Bnlisli  university  otters  accredilei]  MB 
Bactielor's  or  GMAT  needed  Ctiosen  by  Econ 
Intelligence  Unit  as  one  ot  world's  best  MBA  prog 


HERIOT-WAH  UNIVERSITY  |  (800)  MBA' 
North  American  Distributor  I  A$l<  for  e; 
6921  Stonkloii  St,  Suite  2,  El  Cerrito,  i:A  941 
For  immediate  FaxBack  literature:  from 
fax  macfilne's  phone,  call  (510)  486-891 


EXTERNAL  DEGREE 

BA/BS  MS/IVIBA  PhD/JD 
Credit  for  work  &  life  expenena 
(800)  444-8569  (24  hrs.)i- 
LaSalle  UNIVERSirp 

I  Dept.  569  Mandeville,  LA  70470-^ 


INVEST  IN  YOU 


Your  VALUE  Is  What  You  Know 
Approved  BS's  and  Masters  in  Business  , 
Engineering  Through  Distance  Leami  1 


CNU 


IMCN  Pdntienia  Street.  Norttl  Hills.  CA  9 

For  Catalog  Call  l-8(KV782-24 
Web  Site:  hitp:  //www,cnuas.e 


University  Degn 


Approved  Self  Paced  Home  S'^ 
Associate  Bacfielors  Masters  Do 

Emptiasis  in  Business  Admin  Public  / 
Healtli  Care  Admin,  Human  Resc 
Finance.  Int'l  Business,  Tecfi  Mgrri; 
Paralegal.  Psycfiology.  Computer  S> 
fittp://www.scups.edu 
Email:  enroll@scups,edu  { 
1  -800/477-2254  (24  firs) 
Southern  California  Unlversl| 
for  Professional  Studies 
1840  E.  17  St-BW,  Santa  Ana,  CA ! 


FOR  AD  RATES  AND  INFDRMATION 

PHONE:  (312)  464-0500 
FAX:  (312)  464-0512  OR  WRITE: 


BusinessWeek 


M  A  R  K  E  T  P  L  A  C  e 


BUSINESS  WEEK  MARKETPLACE 
500  NORTH  MICHIGAN  AVENUE.  SUITE  2010 
CHICAGO,  IL  60611 


Menswear/Fashion 


EN'S  WIPE  SHOES 

EEE-EEEEEE,  SIZES  5-13 
qualltf  *  ISO  styles  •  Five  catalog 


rCHCOCK  SHOES.  INC. 

Dept.  55B  Hingham,  MA  02043 
1-800-992-WIDE 


Business  Services 


NCORPORATION 


'>EE  Information 

I  50  States  and  Offshore 

iabie  Service  and  Low  P-ices 

orporate  Creations® 

p:/Av  WW. corpcreations.com 


rJIvir 

672-9110  •  Fax  305-672-9110 


TRADEIVIARK 


Personal  Checks 

with  the  purchase  of  600 

i-To-A-Pagc  Biisiiics.s  Chaks 

only '29 ''^Se^H 
(Offer  good  thru  12/31/97) 

1-800-239-4087 


SEARCH  REPORTS 


0  ACADEMIC  TOPICS  AVAILABLE! 

nd  $2  for  the  290  page  catalog. 

lom-wnnen  reports  also  svaiiaole 
RESEARCH  ASSISTANCE 
11322  Idaho  Ave.,#206BF 
Los  Angeles.  CA  90025 
FREE  HOTLINE:  800-351 -0222 

Of  310-477-8226 


Francliising 


-800-323-9000 

Comprehensive 

The  Accounting  Network 

^'■ww.cbsaccountlnt;,com 


OM  STORAGE  SYSTEMS 

Jarage  •  Home  Office  •  Enlcrlammeni  Cenler 
!  in  USA  Large  exclusive  lernloncs  v 
!rainmg&  on-going  suppoil  /•\0*<>J 
.DividLouy.VP  "'l^^^^^ 
7000    FA.X(310)S.W-2(iif.  V 




ranchise 

>ur  business! 

Call  for  Information  about 
ichlse  Vour  Business"  seminars, 
■  r  Information  on  franchising. 

Specialists  In  Franchise  Oevelopmeni  BW 

)-FRANCHISE  (1-800-372-6244) 


Corporate  Gifts 


Logo  Tattoos 


1000  Temporary  Tattoos  with  your  Logo, 
Jusi  $189.00!!! 
or2000  Tattoos,  Just  $299.00!! 

plus  $7  00  SSH  (CA  add  7  25%  sales  lax)  - 

Customized!  Full  Color!  2"  X  2"! 


Send  your  sized,  color  logo,  or  artwork ,  along  with 
a  check,  company  P.O.  or  Visa  mC  »  lo: 

Calico  Temporary  Tattoos 
315  Plantation  Way  •  Vacaville,  Ca  95687 
Tel:  707/448-7072  •  Fax:  707/446-8273 
Allow  4-6  weeks  for  delivery 


Computer  Equipment 


HEWLETT-PACKARD 

Buy-Sell-Trade 

LASERJET  COLORPRU  DRAFT/MASTER 
DESKJET  DRAFTPRO  DESIGNJET 

ELECTROSTATIC  PLOTTERS  RIU.MJEDWRITER 

HP  9000  workstations  &  Vectras 
Demo  &  Refurbished  Equipment 
Ted  Dasher  &  Associates 

4117  Second  Ave  S  Birmingham.  AL  35222 
Phone  205/591-4747  Fax  205/591-1108 
800/638-4833  •  e-mail  sales@dasher.com 


Insurance 


$1,000,000 

LIFE  INSURANCE 


10  Yr  15  Yr   20  Yr 

Age 

Level  Level  Level 

Survivor- 

Term Term  Term 

ship 

35 

$$$  Save  $$$ 

Call 

45 

Low,  Low  Rates 

For 

55 

High-Rated 

Low.Low 

65 

Companies 

Prices 

Rates  chosen  from  over 
200  fine  companies.  Preferred 
and  Impaired  risk  underwriting 
capabilities. 

Check  lor  availability  in  your  state 

Call  for  a  Free  Customized 
Quotation  on  any  desired 
amount  and  plan. 

1-800-444-8715 

Gersten  Financial  & 

Insurance,  Inc. 
189  Reservoir  Street 
Needham,  MA  02194 


Sales  PromotioiVPremiunfis 


^Budding,  (Z  SiuAincdA  ? 
-  Use  Promotional  Products 


PromoDlrect's''  Multimedia  Catalog  Q^HJ^J^ 


100%  Satisfaction 
Money  Back  Guarantee 


Introductory  oihr$19.9S 
CD-ROM  Features: 

Hundreds  of  promotional  products,  best  prices! 
See  your  logo  on  each  product. 
Search  for  product  by  your  needs,       1  jQf 
■  Order  via  your  computer  (Mrwfv 
•  No  salesperson  calling  on 


I  you. 


oaioH 

THE  WS^' 
http://wnivw.promodireef.eom/buswk 

Phone:  (805)  383-2800  •  Fax:  (805)  383-2803 
Modem:  (805)  383-2802  •  email:  save@promodirect.com 


Fine  Art 


DALI 

Collect  Rar«,  Authentic 
Limited  Editions 
from  S  2500 
CALL  FOR  CATALOG 

1-800-999-DALI 

or (310)  798-1360 


Tennis/Golf  Events 

TICKETS 

French  open 
Wimbledon  ««« 
US  Open  com 
pjr-i  Masters  GoU 

m  800  GO  TENNIS 

""no  468  36^4  .  602  990  « -  bO 


Investment  Services 


GO  PUBLIC 


PUBLIC  SHELLS 
AVAILABLE 

TEL  310-556-6820 
www.bkl.com 


HIP 

wc 

lURS, 

CO 

1 

Corporate  Gifts 


Wait  for  them  in  the  loclter  room. 


PROMOMART 

t»ttp://www.promomart.com/bw 

pens,  towels,  watches 
and  a  few  thousand  other 
impnntable  things 

Enter  to  win  $1,000 
in  your  choice  of  merchandise. 

Visit  hltp://www.promoman.com/bw 


Natural 
Smoked  Fish 
Froin  North 
Carolina's 
^tuifxA  Vi^iiAfisA  Outer  Banks 

Free  Catalog 
1-800-589-1690 


Financial/Business  Services 


Own  a  Business? 

Get  Financial  Cioutl 


Buy  Al  Rotola'.s  7-step  guide  to  grow- 
ing your  business.  Financial  Clout 
Get  almost  anytiiing  on  corporate 
credit — witli  no  personal  guarantees! 

Only  $49.95.  Your 
choice  of  book  or 
audio  tape. 

Plus,  eliminate  cash 
tlow  problems  with 
Al's  popular  book 
Banking  Tactics, 
only  $24.95 


Special  Offer 

Financial  Clout  Tape  & 
Banking  Tactics  Book-a  *74^ 
value  only  *39~ 

Please  add  $4.1 0  S&H  and  ST  where 
applicable.  IVtC,  VISA  &  Amex  accepted 
We  offer  live  one-day  worlcshops 
nationally,  &  private  counseling  by 
appointment.  For  scliedules, 
prices  and  to  order  call: 

(800)828-7138 

Unconventional  Solutions  to 
Conventional  Business  Problems- 

Fax  714-367-2838 
Email:  Clout@Nam.lnc.com 


ELDER  CARE  Personal  Business 


So  far,  the  most  promising  drugs  only  slow,  rather  than 
reverse,  the  progression  of  the  debilitating  disease 


Affairs  Dept.  and  the  Uni- 
versity of  Washington, 
women  with  ad  who  were 
given  estrogen  for  two 
months  showed  significant 
improvements  in  memory 
and  attention,  which  dimin- 
ished when  they  stopped 
taking  it.  And  epi- 
demiological re- 
search indicates 
that  women  who 
have  estrogen-re- 
placement therapy 


long-term  investigation  of 
cognitive  function.  They 
found  that  those  whose  writ- 
ings demonstrated  poor  lin- 
guistic abilities  were  much 
more  likely  to  get  ad.  Thei'e 
is  also  recent  evidence  that 
lack  of  education  is  linked  to 


Warning  Signs  of 
Alzheimer's  Disease 


A  Duke  University  team  of 
scientists  led  by  Dr.  Allen 
Roses  found  that  a  gene  that 
is  responsible  for  a  common 
protein  can  affect  a  person's 
susceptibility  to  ad.  The 
gene,  known  as  apolipopro- 
tein  E,  or  ApoE,  comes  in 
three  varieties — 
E2,  E3,  and  E4. 
Inheriting  E2 
seems  to  protect  a 
person  from  ad, 
while  having  a 


„^                     -  Recent  memory  loss  that  affects  job  skills  ^ 
alter  menopause     copy      oi  E4 


are  less  likely 
to  develop  ad 
Although 
searchers  are  still 
unclear  about  how 
estrogen  acts  on 
the  brain,  they 
speculate  that  the 
hormone  stimu- 
lates new  cell 
growth. 

Antioxidants, 
agents  that  fight 
harmful  substances  that 
damage  cells,  also  may  have 
a  restraining  effect.  Test- 
tube  studies  have  shown 
that  antioxidants  such  as  vi- 
tamin E  stop  the  brain  cell 
erosion  that  is  symptomatic 
of  ad.  And  a  recently  com- 
pleted nationwide  clinical 
study  with  vitamin  E  and 
an  antioxidant-like  generic 
drug,  deprenyl,  normally 
used  for  Parkinson's  Dis- 
ease, looks  encouraging.  Al- 
though the  results  are  un- 
der review,  sources  familiar 
with  the  research  say  that 
antioxidants  ap- 
pear to  protect 
against  ad. 

Another 
provocative  find- 
ing last  year  was 
the  so-caUed  Ken- 
tucky nun  study. 
Researchers  at 
the  University  of 
Kentucky  exam- 
ined (he  early 
writings  of  more 


Difficulty  performing  familiar  tasks 


markedly  increas- 

  ,  ,  .  ,  ,  es  the  risk  of  de- 
re-    ^.P.^oblems  with  language                          veloping  the  dis- 

Disorientation  of  time  and  place 


Poor  or  decreased  judgment 


ease.  As  a  result, 

  Athena  Neuro- 

sciences   of  San 

•  Problems  with  abstract  thinking  duced"^'^^ 

•  Misplacing  things 


•  Changes  in  mood,  behavior,  or  personality 

•  Loss  of  initiative 

an  increased  risk  of  ad.  Dr. 
Buckholtz  says  that  one  of 
many  hypotheses  to  explain 
these  results  is  that  higher 
intellect  and  education  ap- 
pear to  give  a  person  a 
greater  "reserve"  in  teiTns 
of  brain  cells,  so  "it  takes  a 
greater'  reduction  to  see  ad's 
effects."  But  Dr.  Rachelle 
Doody,  clinical  director  of 
Alzheimer's    Disease  Re- 
search Center  affiliated  with 
Baylor  College  of  Medicine, 
warns  against  complacency: 
"Just  because  you've  got  two 
PhDs  doesn't  mean  you're 
not  going  to  get 
AD.  People  of  any 
intellect,  educa- 
tion, and  lifestyle 
can  and  do  get 
this  disease." 

In  terms  of  di- 
agTiosis,  thei'e  are 
two  new  develop- 
ments. One  stems 
from  ground- 
breaking genet- 
ic research  an- 


ADVICE 


Caregivers 
need  support 
too.  Seeking 
help  fromi 

various 
groups  can 
prevent 
burnout 


than  90  nuns  in  a    nounced  in  1993. 


the  fii'st  ad- 
specific  diagnostic 
test  last  year.  It 
screens  for  the  E4 
gene    and  uses 
spinal    fluid  to 
gauge  levels  of  two  bio- 
chemicals  that  tend  to  be  el- 
evated in  ad  patients. 
GLUCOSE  LEVELS.  The  other 
new  diagnostic  tool  is  the 
result  of  recent  advances  in 
computerized  scanning  tech- 
nology. SPECT  (single  photon 
emission  computed  tomog- 
raphy) offers  a  noninvasive 
way  to  trace  blood  circula- 
tion and  glucose  metabolism 
in  the  brain.  Dead  areas  or 
regions  in  the  brain  that 
aren't  actively  taking  up 
blood  and  utilizing  glucose 
for  energy  are  signs  of  ad. 

"These  tests  are  useful, 
but  they  won't  provide  con- 
firmation of  the  disease," 
says  Dr.  Buckholtz.  To  date, 
the  only  definitive  test  for 
AD  requires  sampling  brain 
tissue  to  assess  cell  damage, 
which  is  too  dangerous  to 
be  practical.  So  clinicians 
rely  on  medical  and  neu- 
ropsychological tests  (often 
to  rule  out  other  causes  of 
dementia  like  strokes,  thy- 
roid disorders,  and  nutri- 


tional deficiencies)  to  con 
up  with  a  diagnosis 
"probable"  ad,  which  C8 
only  be  confirmed  by  auto; 
sy  after  the  patient  dies, 
diagnosis  of  probable  ad 
80%  to  90%  acciu-ate  and 
lows  people  to  start  appr 
priate  therapies. 

Finally,  to  help  in  tl 
creation  and  assessment 
futm'e  Alzheimer's  tests  ai 
treatments,  researche 
at  the  University  of  Mi 
nesota  genetically  enj 
neered  a  mouse  last  ye; 
that  manifests  both  the  b 
havioral  symptoms  ai  (( 
brain-cell  damage  char; 
teristic  of  ad.  Because  t] 
mouse  is  closer  to  the  h 
man  model,  scientists  s 
that  it  will  be  a  much  mo 
effective  specimen  than  c  m 
cUnaiy  mice  in  laboratory 
vestigations.  So  when 
comes  to  researching  A 
hope  lies  in  building  a  be 
ter  mouse,  not  a  bett  Ri 
mousetrap.     Kate  Murpr^ 


Where  to 
Turn  for  Help 

ALZHEIMER'S  ASSN. 

919  N.  Michigan  Ave., 
Suite  1000 
Chicago,  IL 
60611-1676 
800  272-3900 
www.alz.org 


ALZHEIMER'S  DISEASE 
EDUCATION  &  REFERRAL 
CENTER 

P.O.  Box  8250 
Silver  Spring,  MD 
20907-8250 
800  438-4380 
www.alzheimers. 
org/adear 


w 


ELDER  CARE  LOCATOR 

1112  16th  St.,  NW, 
Suite  100 
Washington  D.C.  2003< 
800  677-1116 
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lusiness  Week  Index 


lODUCTION  INDEX 


Change  from  last  week;  0.4% 
Change  from  last  year:  8.3% 


PRODUCTION  INDEX 


Jan.  May  Sept  Jan 

1996  1996  1996  1997 

The  index  is  a  4-week  moving  average 

production  index  rebounded  in  the  week  ended  Jan.  25,  more  than 
jvering  its  drop  of  the  previous  week.  Before  calculation  of  the  four-week 
nng  average,  the  index  also  increased,  to  136.9,  from  135.5.  On  a 
sonally  adjusted  basis,  production  of  autos  and  trucks  increased  sharply, 

output  of  coal,  lumber,  and  rail-freight  traffic  were  also  up.  Electric 
'er  output  dropped,  as  the  mid-January  cold  snap  ended  in  the  Midwest 

along  the  East  Coast. 

ifoduction  index  copyrtgrit  1997  by  The  McGraw-Hill  Companies 


;ading  indicators 


ICK  PRICES  (1/31)  S&P  500 

LATEST 
WEEK 

786.16 

WEEK 
AGO 

770.52 

YEARLY 
%  CHG 

24.2 

IPORATE  BOND  YIELD,  Aaa(i/3i) 

7.48% 

7.41% 

9.7 

USTRIAL  MATERIALS  PRICES  (1/31) 

107.8 

108.4 

^1.9 

ilNESS  FAILURES  (1/24) 

NA 

NA 

tMA 

1  ESTATE  LOANS  (1/22)  billions 

NA 

NA 

NA 

HEY  SUPPLY,  M2  (1/20)  b  ii  ons 

$3,857.3  $3,850.7r 

4,9 

riAL  CLAIMS.  UNEMPLOYMENT  (1/25) 

tfious.  351 

341r 

-10,5 

rces:  Standard  &  Poor's,  Moody's.  Journal  of  Commerce  (index:  1990=100).  Dun 
adstreet  (failures  of  large  companies),  Federal  Reserve,  Labor  Dept 

tt'EKEST  RATES 

ERAL  FUNDS  (2/4) 

LATEST 
WEEK 

5-18% 

WEEK 
AGO 

5.27% 

YEAR 
AGO 

5.21% 

IMERCIAL  PAPER  (2/5)  3  month 

5.43 

5.45 

5.16 

T1FICATES  OF  DEPOSIT  (2/5)  3  month 

5.40 

5.42 

5.16 

•D  MORTGAGE  (1/31)  30-year 

8.05 

8.01 

7.31 

USTABLE  MORTGAGE  (1/31)  one  year 

5.83 

5.77 

5.49 

NE  (2/4) 

8.25 

8.25 

8.25 

ces:   Federal  Reserve.  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


STEEL  (2/1)  thous.  of  net  tons 

LATEST 

UJCCtf 

WttK 

2,019 

WEEK 
AuU 

1,999# 

YEARLY 
o/  Pile 

-0.7 

AUTOS  (2/1)  units 

127,987 

105,756r# 

4.5 

TRUCKS  (2/1)  units 

131,531 

112,730r# 

21,4 

ELECTRIC  POWER  (2/1)  millions  of  kilowatt-firs. 

66,073 

66,257# 

-2,7 

CRUDE-OIL  REFINING  (2/1)  thous  of  bbl  /day 

13,711 

13,543# 

0,6 

COAL  (1/25)  thous.  of  net  tons 

19,950# 

18,514 

1.3 

LUMBER  (1/25)  millions  of  ft. 

487, 2# 

465,9 

8.5 

RAIL  FREIGHT  (1/25)  billions  of  ton-miles 

26, 1# 

24.3 

2.4 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAi,  SFPA2.  Association  of 
American  Railroads 

PRICES  ■ 

GOLD  (2/5)  $/troy  02, 

LATEST 
WEEK 

343.400 

WEEK 
AGO 

351.100 

YEARLY 
%  CHG 

-17,1 

STEEL  SCRAP  (1/31)  #1  heavy,  $/ton 

131.00 

133.00 

-9,3 

COPPER  (1/31)  «/lb. 

111.1 

114,1 

-8,3 

ALUMINUM  (1/31)  e/ib 

77.8 

78,0 

5.9 

COTTON  (2/1)  strict  low  middling  1-1/16  in.,  e/lb 

71.27 

70.28 

-14.9 

OIL  (2/4)  $/bbl. 

23.62 

23.68 

33.5 

CRB  FOODSTUFFS  (2/4)  1967=100 

234,28 

237.47 

1,7 

ORB  RAW  INDUSTRIALS  (2/4)  i967=ioo 

340,27 

340.80 

3.7 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 
market,  NYMEX,  Commodity  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (2/5) 

LATEST 
WEEK 

123.37 

WEEK 
AGO 

122.08 

YEAR 
AGO 

106.77 

GERMAN  MARK  (2/5) 

1.65 

1.64 

1.48 

BRITISH  POUND  (2/5) 

1.64 

1.62 

1.53 

FRENCH  FRANC  (2/5) 

5.55 

5.54 

5.08 

ITALIAN  LIRA  (2/5) 

1622.7 

1616.4 

1569.3 

CANADIAN  DOLLAR  (2/5) 

1.34 

1.34 

1.37 

MEXICAN  PESO  (2/5)' 

7.820 

7.819 

7.480 

TRADE-WEIGHTED  DOLLAR  INDEX  (2/5) 

103.2 

102.9 

96.7 

Sources:  Major  New  York  banks.  Currencies  expressed  in  units  per  L)  S  dollar, 
except  for  British  pound  in  dollars    Trade-weighted  dollar  via  J. P.  Morgan 


■  data  in  the  production  indicators  are  seasonally  adjusted  in  computing  the  BW  index  (chart);  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
ment,   l=Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA^Not  available       r=revised       NM-Not  meaningful 


THE  WEEK  AHEAD 


lUCTlVITY  &  COSTS 

lay,  Feb.  11,  10  a.m. est  ^  Output  per 
worked  in  the  nonfarm  sector  likely 
at  an  annual  rate  of  1.5%  in  the  fourth 
3r,  after  slipping  0.4%  in  the  third.  The 
s  suggested  by  the  surge  in  economic 
t  last  quarter  that  was  greater  than  the 
ise  in  total  hours  worked.  Unit  labor 
likely  increased  at  a  1.2%  annual  rate 
fourth  quarter,  on  top  of  a  3.7%  jump 
third. 

IL  SALES 

day,  Feb.  13,  8:30  a.m. est ^  Retail 
probably  increased  by  a  healthy  0.5% 
luary,  according  to  the  median  fore- 
if  economists  surveyed  by  mms  Inter- 


national, one  of  The  McGraw-Hill  Cos. 
Store  buying  rose  0.6%  in  December. 
Excluding  cars,  retail  sales  likely  rose 
0.4%  last  month,  after  a  0.6%  gain  in 
December.  The  weekly  surveys  of  retail 
chains  suggest  that  buying  at  department 
and  chain  stores  was  strong. 

PRODUCER  PRICE  INDEX 

Friday,  Feb.  14,  8:30  a.m. est ^  The  mms 
forecast  expects  that  producer  prices  of  fin- 
ished goods  rose  0.3%  m  January,  on  top 
of  a  0.5%  increase  in  December.  Higher 
fuel  prices  led  the  increases  in  both 
months.  Excluding  food  and  energy,  the  ppi 
probably  edged  up  just  0.1%  in  January, 
the  same  small  gam  posted  in  December. 


BUSINESS  INVENTORIES 

Friday,  Feb.  14,  8:30  a.m. est  Inventories 
held  by  manufacturers,  wholesalers,  and 
retailers  likely  fell  0.1%  in  December,  after 
rising  0.1%  in  November.  Factories  have 
already  reported  a  0.3%  inventory  drop. 

INDUSTRIAL  PRODUCTION 

Friday,  Feb.  14,  9:15  a.m.EST^  Industrial 
production  probably  increased  0.3%  in  Janu- 
ary. That  follows  a  0.8%  jump  in  December, 
even  though  milder  weather  caused  a  3.3% 
drop  in  utility  output.  Auto  production  prob- 
ably led  the  January  gain.  Capacity  utiliza- 
tion rates  for  all  industry  likely  averaged 
83.7%  in  January,  says  the  mms  survey. 
That's  down  from  83.8%  in  December. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 

Sunday 


How  Netscape  plans  to 
outrun  Microsoft  on  the 
Net:  BW's  Rob  Hot  leads  the 
discussion  of  Netscape's 
strategy.  Feb.  9 
9  p.m.  EST  in  the  Globe 

Monday 

Free  help  for  small  business 
from  retired  executives  with 
lots  of  knowhow:  Fred 
Thomas  of  SCORE  tells  how 
to  get  it,  in  another  of  the 
weekly  BW  Enterprise  chats. 
Feb.  10 

8  p.m.  EST  in  the 

BW  Enterprise  Chat  Room 

Wednesday 

BW  Online's  You  &  Your 
Health  series  concludes  with 
all  the  latest  on  cancer, 
courtesy  of  Dr.  Vincent  T. 
DeVita  Jr.  of  the  Yale  Cancer 
Center.  Feb.  12 
8  p.m.  EST  in  the  Coliseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event. 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


A 
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Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company. 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


Acer  75 

Adapatec  (ADPT]  70 
Adobe  (ADBE)  18 
Advanta  (ADVNA)  80 
Advocate  102 
Alliance  Semiconductors 
(ALSO  84 

American  Airlines  (AMR)  38, 
18 

American  Express  (AXP)  38, 
80 

America  Online  (AOL)  8 
Andersen  Consulting  32, 70 
Apple  Computer  (AAPL)  8, 38 
AST  Research  (ASTA)  75 
AT&T  (T)  39, 44,  72 
Athena  Neurosciences  108 
Avon  Products  (AVP)  64,120 
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Banc  One  Investment  32 
BankBoston  37 
BankHapoalim  48 
BankLeumi  48 
Bell  &  Howell  (BHW)  44 
Bell  Atlanhc  (BEL)  8,39 
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Telecommunications  48 
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Burger  King  78 


Cable  News  Network  72 
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Catalyst  64 

CDL  Hotels  International  6 
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Shares  86 

Citibank  (CCD  6,55,80 
Coca-Cola  (KG)  47 
Colgate-Palmolive  (CD  64, 
70,120 
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Companhia  Vale  do  Rio 

Doce  55 

Compaq  Computer  (CPQ)  72, 
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Conoco  44 
Control  Data  15 
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Courtesy  Auto  Group  44 
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Delaware  International 
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Dell  Computer  (DELL)  72 
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Fidelity  8 
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Four  Seasons  78 
Frontier  (FRO)  39 


Gannett  (GCI)  64 
Gateway  2000  (GATE)  75 
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Gerard  Klauer  Mattison  42 
GM(GM)  55 
Goldman  Sachs  32,  78 
Goodyear  (GT)  44 
GTE (GTE)  39 
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Harrah's  Entertainment 
(HED  84 

Health  Care  &  Retirement 
Centers  of  America  102 
Hennes  &  Mauritz  86 
Hewlett-Packard  (HWP)  72, 
75 

Hilton  Hotels  (HIT)  84 
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Lucent  Technologies  44 

M 
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MasterCard  International  80 
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McKinsey  79 
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International  86 
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Morgan  Stanley  (MS)  25, 42, 
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National  Semiconductor 
(NSM)  36 

NatWest(NW)  37,80 
NCR  72 
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(NSCP)  8 

New  York  Knicks  84 
New  York  Rangers  84 
NeXT  Software  36 
Nike  (NKE)  8 
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O.C,  Taylor  Motors  12 
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Oracle  (ORCL)  36 
Ovemite  Transportation  56 
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Pacific  Telesis  Group  (PAG)  64 
Packard  Bell  NEC  75 
Paine  Webber  (PJW)  78 
Pfizer  (PFE)  106 
Piper  Jaffray  84 
Pitney  Bowes  (PBI)  64,120 
PointCast  32 
Polaroid  (POL)  70 
Preview  Travel  18 
Procter  &  Gamble  (PG)  36, 72 
Prudential  Insurance  70 
Prudential  Securities  78 


Recruitment  &  Training 
Program  47 


Republic  Industries 
(RWIN)  44 
Republic  National  Bank  41 
Ricoh  18 

Robertson  Stephens  84 
Roche  44 
Rochester  Telephone  39  L 
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Safehte  Glass  25 
Salomon  Brothers  (SB)  38  ' 
Samsung  Group  12 
Sandoz  Pharmaceuticals 
(SAN)  106 
SAP  32 

SBC  Warburg  38 
Scudder  Greater  Europe 

Growth  Fund  86 
Sears  Roebuck  (S)  78, 79||| 
Shape  37 
Sibia  Neurosciences  108 
Silicon  Graphics  (SGI)  64 
Small  Business  Survival 

Committee  35 
Smith  Barney  48, 84, 78 
Sony(SNE)  72 
Southeast  Banking  37 
Southern  New  England 

Telephone  (SNG)  39 
Sprint  (EON)  39 
Standard  &  Poor's  (MHP) 
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ivestment  Figures  of  the  Week 


%  change 


i&P  500 

!b.    Aug.    Feb.  Jan.  30-Feb.  5 


778.28 


-week  change 

19.7% 


1  -week  change 
+0.7% 


MMENTARY 

vs  that  Dean  Witter,  Discov- 
y  Co  would  merge  with  Mor- 
Stanley  Group  in  a  $10  bil- 
deal  capped  off  a  turbulent 
ik  in  the  markets  Bond 
lers  watched  as  lessened  in- 
ion  fears  sent  the  yield  on 
30-year  Treasury  bond  from 
1%  to  6.7%  until  inflation 
:rs  resurfaced  and  pushed 
is  to  6.75%.  In  the  stock 
ket,  earnings  reports  kept 
lers  on  their  toes.  Stocks 
3  up  a  four-session,  92-point 
1  on  Feb.  5  as  the  Dow 
;s  industrial  average  fell 
i  pomts  on  fears  of  slower 
rth  in  the  computer  industry. 


EREST  RATES 


:easury  bond  index 

I.    Aug.    Feb.  Jan.  30-Feb.  5 


■  1505 

■  1494.95 

■  1480 

■  1455 


(eek change       1 -week  change 

0%  +1.6% 

Bloomberg  Financial  Marl<ets 

500"  as«U.S  Diveisilied  »  All  Equity 
total  return         52-week  total  return 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

6746.9 

0.1 

24.8 

NASDAQ  Combined  Composite 

1348.4 

-0.5 

24.5 

S&P  MIdCap  400 

261.6 

0.2 

17.3 

S&P  SmallCap  600 

146.1 

-0.1 

18.6 

S&P  SuperComposite  1500 

167.2 

0.7 

20.8 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

242.9 

-0.4 

17.5 

S&P  Financials 

88.8 

2.9 

37.7 

S&P  Utilities 

197.5 

-0.9 

-4.3 

PSE  Technology 

256.7 

-1.9 

20.0 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4281.5 

1.8 

14.3 

Frankfurt  (DAX) 

3098.0 

3.3 

28.1 

Tokyo  (NIKKEI  225) 

18,186.0 

-0.8 

-11.9 

Hong  Kong  (Hang  Seng) 

13,660.5 

2.8 

19.0 

Toronto  (TSE  300) 

6112.4 

0.7 

21.4 

Mexico  City  (IPC) 

3653.0 

0.6 

17.8 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.84% 

1.89% 

2.11% 

S&P  500  P/E  Ratio  (Last12mos.) 

20.6 

20.2 

18.8 

S&P  500  P/E  Ratio  (Next  1 2  mos.)*    1 6.6 

16.3 

NA 

First  Call  Earnings  Surprise* 

1.49% 

2.11  % 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

694.8 

691.4 

Positive 

BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Multiline  Insurers 

13.9 

Shoes 

85.7 

Invest.  Banking/Brkrge. 

12.1 

Oil  &  Gas  Drilling 

82.7 

Engineering  &  Constr. 

1 1.3 

Semiconductors 

77.9 

Semiconductors 

11.3 

Money  Center  Banks 

50.3 

Divers.  Health-Care 

10.7 

Personal  Loans 

48.6 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months% 

Specialty  Appar.  Retailers 

-6.0 

Gold  Mining 

-28.1 

Oil  Exploration  &  Prod. 

-5.8 

Broadcasting 

-22.1 

Conglomerates 

-5.2 

Steel 

-16.9 

Specialty  Chemicals 

-4.1 

Trucking 

-14.9 

Gold  Mining 

-2.6 

Restaurants 

-9.9 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Stocks  above  200-day  average  71.0%  70.0%  Negative 
Options:  Put/call  ratio  0.54       0.58  Negative 

Insiders:  Vickers  Sell/buy  ratio       1.78       1.81  Positive 

Data:  Bloomberg  Financial  Markets;  *Flrst  Call  Corp. 


Rebound  ahead?  Stoclts  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

IBM 

153^8 

-7% 

American  Power  Conversion 

26 

-2% 

Teva  Pharmaceutical-ADR 

55% 

-1  Va 

Kemet 

22% 

-% 

PacifiCare  Health  Systems-B 

75% 

-6% 

Eastman  Chemical 

54  V2 

-1 

Decline  ahead?  Slocks  witti  most 
significant  selling  on  price  strengtti 

Price 

1-month 
change 

Intel 

164% 

25% 

Microsoft 

103V8 

18% 

Sun  Microsystems 

32  V2 

4'"/64 

Amgen 

57% 

% 

Republic  Industries 

39  V2 

6% 

Informix 

20  V2 

% 

KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.96 

4.95 

5.08 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.11 

5.18 

5.00 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr 

bond 

6-MONTH  BANK  CDS 

5.03 

5.02 

4.69 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.51 

5.61 

4.88 

GENERAL  OBUGATIONS 

4.88% 

4.94% 

5.48% 

5.54% 

10-YEAR  TREASURY  NOTES 

6.46 

6.63 

5.70 

PERCENT  OF  TREASURIES 

75.53 

74.60 

81.20 

80.16 

30-YEAR  TREASURY  BONDS 

6.75 

6.90 

6.15 

TAXABLE  EQUIVALENT 

7.07 

7.16 

7.94 

8.03 

LONG-TERM  AA  INDUSTRIALS 

7.22 

7.39 

6.68 

INSURED  REVENUE  BONDS 

4.99 

5.06 

5.72 

5.79 

LONG-TERM  BBB  INDUSTRIALS  7.59 

7.82 

7.17 

PERCENT  OF  TREASURIES 

77.26 

76.41 

84.76 

83.78 

LONG-TERM  AA  TELEPHONES 

7.45 

7.61 

7.09 

TAXABLE  EQUIVALENT 

7.23 

7.33 

8.29 

8.39 

EQUmr  FUNDS 
Leaders 

Four-week  total  return 


American  Heritage  22.6 

Lexington  Troika  Russia  19.1 

Vontobel  Eastern  Europ.  Eq.  14.7 

Merrill  Mid.  East/Africa  D  10.3 

Fidelity  Sel.  Brokerage  9.5 


Leaders 

52-week  total  return 


% 


lorningstar.  Inc. 


Interactive  Inv.  Tech  Value  72.1 
State  St.  Res.  Glob.  Res.  A  69.5 
Portico  MicroCap  Instl.  64.0 
Warburg  Small  Co.  Val.  Com.  55.7 
PBHG  Technology  &  Commun.  55.5 


Laggards 

Four-week  total  return  % 

DFA  Japanese  Small  Co.  -9.5 

Capstone  Nikko  Japan  -8.8 

Fidelity  Japan  Small  Co.  -8.6 

T  Rowe  Price  Japan  -8.2 

Wright  EqulFund-Japan  -8.1 

Laggards 

52-week  total  return  % 

United  Svcs.  Gold  Shares  ^9.2 

Lexington  Strat.  Invmnts.  -33.3 

Van  Eck  Intl.  Inv.  Gold  A  -33.3 

DFA  Japanese  Small  Co.  -33.2 

Steadman  Technology  Grth.  -32.8 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return 


Laggards 

Four-week  total  return  % 


Latin  America 
Financial 

Diversified  Emerging  Markets 
Large-cap  Blend 
Large-cap  Growth 

Leaders 

52-week  total  return 


%   

6.4  Japan  -6.7 

6.2  Diversified  Pacific  -2.3 

5.4  Foreign  0.1 

4.0  Natural  Resources  0.4 

4.0  Pacific  ex-Japan  0.6 

Laggards 

%  52-week  total  return  % 


Real  Estate 
Financial 

Natural  Resources 
Technology 
Small-cap  Value 


33.7  Precious  Metals 

33.3  Japan 

26.1  Diversified  Pacific 
25.6  Pacific  ex-Japan 

24.2  Communication 


-19.2 
-19.0 
-3.1 
3.6 
7.3 


'e  as  of  market  close  Wednesday,  Feb.  5.  1997,  unless  otherwise  indicated.  Industry  groups  sis.  and  mutual  fund  returns  are  as  of  Feb.  4.  For  a  more  detailed  explanation,  write  to  us  or  E- 
4P  500  companies  only.  Fundamentals,  tectinical  indicators,  Bloomberg  money  flow  analy-     mailfigures@businessweek.com  NA=Not  available  "Vanguard  Index  500  Fund 


Editorials 


LABOR'S  SURPRISING 
REEMERGENCE 

You  thought  labor  unions  were  quiescent.  Think  again.  In 
just  15  months  as  president  of  the  afl-cio,  John  J. 
Sweeney  has  shaken  up  the  labor  movement,  sparking  a  big 
recruitment  effort  that  has  scored  surprising  success  across  the 
country.  Pushing  the  union  to  resti-ucture  and  focus  on  gar- 
neiing  a  new  generation  of  member's,  Sweeney's  campaign  may 
well  mai'k  a  tuming  point  for  unionized  labor  (page  56). 

That's  an  unnerving  prospect  for  business.  Pay  and  benefits 
for  union  workers  average  20%  more  than  for  nonunion 
workers.  And  the  union-led,  cost-push  inflation  of  the  1970s 
still  looms  large  in  the  memories  of  many  business  executives. 
But  consider  this:  Today  only  10%  of  the  private-sector  work- 
force is  unionized,  a  postwar  low  that  is  unlikely  to  grow  by 
much  anytime  soon,  and  certainly  unlikely  to  ever  reach  the 
mid-1970s  level  of  24%  or  so.  What's  more,  while  there  are 
scattered  reports  of  labor  shortages  in  the  U.  S.,  the  economy 
is  racking  up  sti'ong  gi'owth  without  inflation. 

Finally,  even  for  those  who  hate  unions,  it  pays  to  remem- 
ber, as  Hai*vard  University  economist  Richard  B.  Freeman 
notes,  that  they  address  a  number  of  economic  and  social 
problems — income  inequality  and  wage  stagnation,  for  in- 
stance— that  no  other  entity,  save  government,  attempts  to  do. 
Over  the  long  run,  it  might  be  better  for  management  to 
seek  paUiatives  through  negotiation  with  workers,  even  if  it 
means  dealing  with  unions,  rather  than  have  government  im- 
pose coiTectives.  Labor,  for  its  part,  recognizing  the  um-emit- 
ting  competitive  pressure  under  which  U.  S.  businesses  oper- 
ate, should  actively  pursue  efforts  to  raise  productivity,  as 
some  unions  now  do  by  nmning  training  programs  with  em- 
ployers and  agi-eeing  to  adopt  teams  and  new  work  systems. 

WOMEN  MUST  HAVE  A 
CHAMPION  AT  THE  TOP 

Nationwide,  the  numbers  are  discoiu-aging.  Only  1  in  10  of 
the  most  senior  jobs  at  the  nation's  500  largest  compa- 
nies is  held  by  a  woman,  according  to  Catalyst,  a  nonprofit  re- 
search gi'oup.  And  in  the  elite  tier  of  chaiiTnan,  president, 
c;eo,  and  executive  vice-president,  the  number  drops  to  2.4%. 
But  look  behind  the  data,  and  more  encouraging  stories 
emerge.  At  major  corporations  such  as  Motorola,  Colgate-Pal- 
molive, and  J.  C.  Permey,  women  ai*e  moving  up  the  ladder  in 
big  numbers.  Women  now  hold  five  of  the  top  11  jobs  at 
Pitney  Bowes,  and  at  Avon  Products,  women  hold  44%  of  the 
most  seiiior  posts  (page  64). 

The  experience  of  a  handful  of  trailblazing  companies 
shows  tliat  it  can  be  done — women  can  break  into  the  upper 
ranks  of  management.  What  does  it  take?  First,  top  leaders 
have  to  beUeve  in  change,  make  a  concerted  effort  to  shake 


up  entrenched  attitudes  and  alter  cor-porate  culture,  ; 
keep  repeating  the  message  to  managers.  Second,  they  h; 
to  back  up  their  commitment  with  incentive  pay  or  other 
wards  linked  to  managers'  pi'ogress  in  pi-eparing  women 
greater-  responsibility  and  promoting  them. 

Having  a  champion  at  the  top  makes  a  big  difference.  '. 
push  to  open  more  decision-making  jobs  to  women  has  ' 
steam  at  companies  such  as  Corning,  where  former  ( 
James  R.  Houghton  led  the  effort.  But  since  his  departi 
the  issue  has  lost  its  prominence.  Indeed,  with  affirmative 
tion  under-  attack  and  executives  easily  distracted  by  shift 
business  conditions,  it's  all  too  easy  to  ignore  the  goal  of 
versifying  management.  But  if  CEOs  want  to  make  the  l 
use  of  all  the  available  talent,  they  should  take  the  ri 
steps  zto  do  so.  A  few  companies  are  shovdng  the  way. 

A  BOLD  VISION 

IN  ISRAEL  

Will  Benjamin  Netanyahu  help  br-ing  both  peace 
prosperity  to  the  Middle  East?  When  he  was  ele( 
Israel's  Prime  Minister  last  May,  many  worried  that 
sometimes  headstr-ong  young  Likud  leader  would  turn 
clock  back  on  the  Middle  East  peace  process.  Indeed, 
initial  refusal  to  meet  with  Palestinian  leader  Yasser-  Ar 
and  careless  policy  decisions  such  as  the  mid-Septen 
opening  of  a  controversial  archaeological  tunnel  in  JerusE 
seemed  to  r-einforce  a  pessimistic  vision  of  the  future 
the  Middle  East. 

There  is  cause  for  hope.  The  Jan.  14  signing  of  the  Hel 
Agreement  means  Netanyahu  now  supports  the  Oslo  pi 
process  structured  by  his  predecessors  and  political  rivals, 
mon  Peres  and  the  late  Yitzhak  Rabin.  And  the  American 
ucated  Netanyahu  also  brings  something  new  to  the  tab 
bold  vision  to  infuse  the  Israeli  economy  with  free-ma 
ideas  and  practices.  The  Prime  Minister  believes  that 
leashing  mar-ket  forces  in  an  economy  that  is  in  many  v 
alr-eady  the  "Sihcon  Valley  of  the  Easter-n  Hemisphere" 
accelerate  the  nation's  growth  rate.  His  plan — which  evei 
eludes  the  use  of  skilled  Egyptians  and  Palestinians  in  la 
tight  high-tech  industries — could  also  help  buoy  the  entir< 
gion  (page  48). 

Domestic  opposition  has  been  brewing  with  regard  to 
tanyahu's  moves,  particularly  from  the  nation's  trade  un 
But  the  Prime  Minister's  economic  r-efoi-ms  should  be  giv 
chance  to  work.  The  privatization  and  break  up  of  the 
er-nment-owTied  banking  oligopoly  would  invigorate  com 
tion.  The  thr-ee  lar-gest  banks  control  not  only  80%  of  ci 
but  dominate  securities  trading  and  pension  managemei 
well.  And  other  aspects  of  Netanyahu's  Thatcherite  prog 
such  as  privatizing  many  goverrmient  services,  would  re 
waste.  If  the  end  result  is  a  freer  and  stronger  Israeli  € 
omy  that  can  also  give  Arab  neighbor-s  permission  "to  t 
the  futur-e,"  as  Netanyahu  says,  the  experiment  will  be 
worth  it. 


You're  going  to  hear  a  lot  about  competition  between  wireless  technologies.  The  battle  will  be 
ifusing.  but  the  winner  will  be  clear.  Only  CDMA  technology  (Code  Division  Multiple  Access)  will  truly 
mge  how  you  communicate  by  providing  a  new  generation  of  digital  wireless  services,  from  cellular  to 
S.  The  spoils  of  victory:  crystal  clear  calls  with  no  static  and  less  background  noise,  fewer  dropped 
Is  and  no  cloning.  We  don't  just  offer  CDMA--we  developed  the  technology  and  the  phones.  Now 
J  can  get  both  at  your  local  wireless  provider.  It's  your  call.      ANi  i  a  i /"^A  A  A  A 


:hnology  for  the  future.  Or  technology  for  musty  archives.  For  details, 
itact  us  at  http://www.qualcomm.com/cdma/  or  1-800-3A9-A188 
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DIGITAL 


where  digital  comes  from. 


CDMA  PHONES  AND  TECHNOLOGY  ARE  NOW  AVAILABLE  FROM: 
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NFORMATiM  SwaitiDed  by  information  on  the  Web? 

fECHNOLOGY  x  v 

A  new  technology  finds  and  delivers 
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news  for  you.  It  also  helps  companies 
each  workers  and  conduct  business  online, 
'all  it  broadcasting,  Internet-style.  Call  it . . . 
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JUST  A  REMINDER, 
BLUE  ISN'T  THE  ONLY 
COLOR  THAT'S  BIG  IN  THE 
COMPUTER  BUSINESS. 


The  ^ 
world's  largest  computer 
maker  is  you-know-who.  And  now 
^     you  know  who  number  two  is,  too. 
That's  right,  Fujitsu.      We're  a  global  maker 
of  everything  from  tablet,  notebook  and  desktop 
PCs  to  workstations,  servers,  supercomputers  and 
ioftware.  cO  We  also  make  a  full  line  of  computer 
)eripherals  including  high  capacity  disk  drives, 
nagneto-optical  removable  storage,  tape  cartridge 
oack-up  systems,  high  volume  document  scanners 
and  workhorse  printers.  cOWhy  are  we  telling  you 
this?  Because  we  fully  expect  you'll  be  seeing 
more  and  more  of  our  products  in  your 
business.  And  when  you  do,  we 
don't  want  you  to  wonder 
"Fujitsu  who?" 


FUJITSU 


COMPUTERS,  COMMUNICATIONS,  MICROELECTRONICS 


When  your  principal  isn't  at  ris^ 


Your  IRA  is  in  the  stock  market.  And  since 
1990,  the  ride  has  been  great. 

But  you've  heard  the  rumblings.  And  the 
phrase  "market  correction."  The  fact  is,  in  the 
past  40  years,  there  have  been  14  major  market 
corrections  of  15%  or  more.  Scaiy. 

You  could  put  your  tail  between  your  legs  and 
slink  off  to  the  nearest  bank  and  settle  for  a 
quiet  little  3%.  But  who  wants  to  walk  away 
fi'om  a  growing  market,  volatile  though  it  can  be? 

Well,  we  have  some  good  news.  There  is  now 
a  happy  medium.  Called  Annu-A-Dex. 


Annu-A-Dex  is  a  fixed 
annuity  that  lets  you  have  the 
best  of  both  worlds.  You  can 
lock  in  the  gains  you  already 
have  with  the  security  of  a  fixed 
annuity.  You  also  have  the  chance 
to  participate  in  the  stock  market 
should  it  continue  to  go  up. 

That's  the  cake.  Now  die  icing.  With 

Annu-A-Dex, 


7/\/  Sig-ning  Bonus 
/f\  \n  iTninciluitc  7'X.  gnln  the 
/  \l  cl.iv  ut;  receive  voiir  funds. 


you'll  also  getU 
immediate  gil 


P6100N  musl  Ijt  jnnuiuzcil  for  a  nimimum  of  seven  years  to  receive  the  bonus.  Not  available  in  all  states.  Marketed  tlirough  LileUSA  and  issued  In  Allun/,  Lite  Insurance  t,oiii|i.iin  <>(  .North  .• 


jng  the  market  can  actually  be  fun 


itti     of  7%  the  minute  your 
,^^^^^J|r^    premium  is  paid.  Seven 

■  J^I^^^B  percent  from  us,  thrown  in 

■  H^^^^V  the  day  you  transfer  your 
f^^^^^Kf    IRA  funds  from  that  market- 
vulnerable  IRA  you  have  now. 
With  the  bonus,  you  have  a 

t^uarantee  that  your  IRA  fund  will 
increase  by  45%  in  the  next  seven 
years,  market  correction  or  not.  And  if 
market  does  better  than  that,  you  get 
of  the  action.  All  with  no  downside  risk. 


Translation:  win-win.  Your  gains  and  principal 
are  safe.  You  get  the  ride  without  the  risk.  And 
then  there's  the  7%  signing  bonus. 

As  great  as  it  all  sounds,  this  is  no  wild,  new 
idea  from  an  unknown  company.  LifeUSA  is  one 
of  the  fastest-growing  companies  in  the  insurance 
industry,  has  over  $4.3  billion  in  assets,  and  was 
recently  named  by  Forbes  to  its  "Assets  500"  list. 

We  invite  you  to  learn  more  about  us  and 
about  Annu-A-Dex 
with  a  toll-free  call 
to  1-800-950-7372. 


LifeUSA 
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WEBCASTING 

It's  a  new  approach 
that  promises  to 
cut  the  Internet 
clutter-and  it's 
coming  to  a  computer 
near  you  pa^ew 


Special  Report 
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A  WAY  OUT  OF  THE  WEB  MAZE 

Tl'ie  W'orkl  Wide  Web  is  cool,  sure — but 
it's  also  a  fi-ustrating,  chaotic  mess,  and 
the  traffic  tieups  on  the  Internet  ai-e 
turning  it  into  a  foot-tapping  nightmare. 
Wouldn't  it  be  gi-eat  if  instead  of 
spending  hours  scoiu-ing  the  Web,  you 
could  have  the  information  you  want 
sent  straight  to  youi-  desktop?  Welcome 
to  the  bi'ave  new  woi'ld  of  Webcasting 
POINTCAST:  READY  FOR  PRIME  TIME? 
Webcasting's  pioneer  isn't  yet  profitable 
and  faces  a  slew  of  rivals 

KEEPING  JUNK  OUT  OF  EHVIAILBOXES 

How  Internet  giants  and  the  new  direct 
E-mailers  alike  woi'k  to  avoid  "spam" 
■PUSH'  BUTTONS  WORTH  PRESSING 

A  guide  to  Webcasting's  delivery 
systems — and  their  pitfalls 

News:  .\nalysis  &  Commentaiy 

34    COPING  WITH  THE  STRONG  DOLLAR 

With  U.S.  exporters  continuing  to  mn 
up  productivity  gains,  the  gi-eenback's 
rise  is  hardly  causing  a  ripple 
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REALTY  CHECK 

ZUCKERMAN'S 
REIT  STUFF 


MORT   ZUCKERMAN,    BP:  ST 

known  as  a  publishing  mag- 
nate, earned  his  original  for- 
tune in  real  estate.  Now, 
Zuckerman  is  about  to  take 
his  property  empire  public, 
say  people  familiar  with  the 
deal.  Wall  Street  analysts 
expect  his  Boston  Properties 
will  raise  $400  million-plus  by 
becoming  a  real  estate 
investment  trust  (REIT). 

Boston  Properties  hasn't 
filed  the  offering  yet.  But 


GOING  sources  say  Zuck- 
PUBLIC:  erman  (owner  of 
M(jii  U.S.     New.<s  & 

World  Report,  the 
New  York  Daily  News,  and 
the  Atlantic  Monthly)  intends 
to  stay  on  as  head  of  the  real 
estate  outfit  he  founded  in 
1970,  retaining  an  unspecified 
controlling  interest.  The  fresh 
capital  will  go  mainly  toward 
expanding  Boston  Properties' 
holdings,  now  12  million 
square  feet.  This  is  mainly 
Class-A  office  space  with  high 
occupancy  rates  in  Boston, 
New  York,  and  Washington. 
Its  flagship  is  in  Manhattan — 
the  47-story,  aqua-colored 
tower  at  53rd  Street  and 
Lexington  Avenue  whose 
chief  tenant  is  the  Sheannan 
&  Sterling  law  firm. 

REITs  are  hot  now,  so  this 
is  a  propitious  time  to  go 
public.  In  1996,  their  average 
total  return  was  35%,  vs. 
22.9%  for  the  s&p  500.  Nu- 
merous private  real  estate 
concerns  are  taking  advan- 
tage of  this  and  converting 
to  REITs  lately,  with  Zucker- 
man's  among  the  largest.  □ 


BOOB  TUBE 


PAY-TELLY'S  WORKING-CLASS  HERO? 


P  R  ESS      [-!  A  R  0  N 

Rupert  Murdoch 
and  his  British 
Sky  Broadcasting 
may  have  clever- 
ly gotten  out  of  a 
jam.  Last  fall. 
Sky's  stock  price 
was  bashed  by 
regulatory  fears 
and  peaking 
satellite  sales.  So 
Murdoch  joined 
with  Carlton 
('ommunications  and  Grana- 
da (Jroup  to  bid  for  a  fran- 
chise in  something  called 
Digital  Terrestrial  Televi- 
sion. Their  main  rival  is 
International  CableTel, 
Britain's  No.  3  cable  operator 
With  DTT,  signals  come  in 


MURDOCH:  Biddei 


through  an  ordi- 
nary home  aerial 
and  are  decoded 
through  a  set-top 
box.  BSkyB,  a 
satellite  and  cable 
progTamming  sup- 
plier, could  boost 
its  market  share, 
since  DTT  is  aimed 
at  the  75%  of 
British  homes 
that  now  lack 
those  senices.  So 
BSkyB's  stock  is  up  roughly 
35%.  from  December's  low. 

Politicians  praise  the 
BSkyB  consortium  for  seek- 
ing to  make  digital  available 
and  affordable  to  all.  It  would 
air  pay-TV  on  half  of  dtt's  30 
channels.  Stanley  Reed 


TALK  SHOW  UWhen  Columbus  sailed  across  the  Atlantic! 

he  didn't  have  a  business  model.?' 

— Intel  chief  Andrew  Grove,  telling  the  Davos  economic  forum 
how  hard  it  is  to  plan  in  the  fast-moving  high-tech  realm 

BANK  NOTES 

PERELMAN  STILL  MARVELS  WALL  STREET 


HERE  S   ANOTHER  REASON 

why  Ronald  Perelman  is  so 
rich.  When  he  zapped  bond- 
holders in  his  Marvel  Enter- 
tainment bankruptcy  deal. 
Wall  Street  buzzed  that  he 
would  have  trouble  raising 
capital  in  the  futui'e.  Even 
Perelman 's  lieutenants  ad- 
mit they  were  leery  about 
the  reception  that  the 
swashbuckhng  billion- 
aire would  get  in  the 
market. 

But  a  month  after 
the  Marvel  fracas,  he 
confoimded  the  skep- 
tics by  easily  rais- 
ing $500  million  for 
another  of  his  hold- 
ings,  California 
Federal  Bank,  a 
San  Francisco  sav- 
ings and  loan.  The 
preferred-stock  is- 
sue was  heavily  over-sub- 
scribed. Sighs  Phelps  Hoyt, 
an  analyst  at  kdp  Investment 
Advisors:  "The  market  has  a 
short  memory." 


At  issue:  Perelman  on  E 
27  put  Marvel  into  Chap 
11  and  is  trying  to  pi 
through  the  court  a  restr 
tuiing  plan  that  would  red 
the  bondholders'  claim 
Marvel  stock  from  S 
to  16%.  so  he  can 
tain  control.  Carl  Ici 
and  other  large  Mat 
bondholders 
nounced  Pei 
man,  who 
sons  his  plai 
fair  since 
putting  fr 
capital  ii 
the  comic-b 
company.  Help 
Perelman's  ca 
with  the  Califor 
Federal  (forme 
First  Nationwi 
issue  is  the  1 
that  the  thrift, 
like  Marvel,  is  pi'ofitable. 
his  critics  warn  that  otl 
less-solid  Perelman  compai 
might  get  the  Marvel  tr( 
ment.         Sam  Ziickern 


worry 


THE  LIST  GIVETHANDTAKETH 


The  bull  market's  fat  distrib-      500's  22.9% 


utions,  alas,  are  taxable. 
Most  of  the  top  payers 
here — whose  distributions 
dwarf  1996's  5.9%  stock- 
fund  average — traded  a  lot 
and  gushed  capital  gams. 
Still,  few  came  near  the  s&p 


return.  For  a 
longer  list,  see 

BUSINESS  WEEK 

Online  on  aol  (key 
word:  Bw)  or 
www.business 
week.com. 


LARGEST  MUTUAL  FUND  DISTRIBUTIONS 


Diversified  stock  funds,  assets  greater  than  $1 

billion,  199 

FUND 

DISTRIBUTION* 

1-YEAR  RETURN 

AFTERTAX 

KEMPEP  GROWTH  A 

33.3% 

16.3% 

7.1% 

MASSACHUSEHS  INVESTORS  31.0 

22.8 

14.1 

GROWTH  STOCK  A 

COLUMBIA  SPECIAL 

22.1 

13.0 

6.2 

PHOENIX  GROWTH  A 

20.2 

14.7 

8.7 

JANUS  TWENTY 

20.0 

27.8 

20.8 

UNITED  VANGUARD  A 

18.6 

7.7 

2.8 

COLUMBIA  GROWTH 

18.6 

20.9 

15.3 

*  As  a  percent  of  net  asset  value  DATA  MORNINGSTAR  INC. 

There  are  cool  places  on  the  Internet,  ^id  then 


there  are  truly  hot  ones-like  the  HotWired  '"' 


Network  (\v\\'\v.hot\vired.com),  serving  over  two 


To  create  one  of 
the  most  dynamic 
Web  sites,  HotWired 
clicked  on  Sybase. 


million  page  views  every  day.  What  helps  HotWired  generate  ;dl  tliis  heat?  Sybase®  We  provide  the  database  and  Internet 


Internet  Solutions 


solutions  that  run  their  site  end-to-end.  We  make  it  dynamic.  Person;dized. 


Different  eveiy  time  you  see  it.  We  even  help  track  visitors"  browsing  habits,  so  content  is  automatically  updated  with 
each  visit.  Which  is  why  more  of  the  top  Internet  sites  run  on  Sybase  than  any  other  solution.  For  a  more  in-depth  look 


at  what  we've  done  for  HotWired,  visit  www.sybase.com/liotwired.  Or  call 
us  at  1-800-8-SYBASE.  Its  where  the  most  dynamic  Web  sites  begin.      www.  Sybase,  com 


ISybase 


3199"  Sybase.  Inc  SybaM-  and  ihe  Sybase  logo  are  rt-gisttred  tradi-marks  of  .Sybast,  Int  OuLsidi'  Iht- 1  S  ,  call  l-SIW-i8"-i=;4!  (,()I)h  !U[)(H|— 9  HoiWircd  and  ihr  HmUircd  dcMRn  \(>pi  art-  ir.idi-mjrkv  of  ttrrt-d  \l'l1tllfL■^,  In. 


Up  Front 


DRAWN  &  QUARTERED 


CORPORATE  RITES 


NOTHIN'  BUT  NETWORKING 


MOKE  AND  MORE  EXECUTIVES 

are  doing  deals  not  with  a 
handshake  and  a  dry 
martini  but  over  a  jump 
shot  and  a  Gatorade. 
While  it  hardly  chal 
lenges  golfs  populanty, 
basketball  is  gaining 
favor   in  Corporate 
Ameiica  as  a  way  to 
build    office  cama- 
raderie and  customei' 
relations.  Such  white- 
collar  gyms  as  Balti 
more's  Downtown  Athlet- 
ic Club  report  coiut  usage 
has  almost  doubled  in  the 
past   five   years.  The 
game  is  biggest  among 
baby  boomer  men  ea- 
ger to  show  they  still 
can  cut  it.  And  women 
are  increasingly  at- 
tracted to  the  boards' 
sweaty  charms. 

Executives  at  the  Rubin 
Organization,  a  Philadelphia 
real  estate  company,  spend 


CEO  FELDMAN 

scores  points 


lunch  hours  battling  for  re- 
bounds and  networking  with 
lawyers  and  appraisers. 
Says  Eric  Mallory, 
36,  a  Rubin  vice- 
president:  "You 
get  to  know  peo- 
ple." Employees  at 
Starwave,  a  Seat- 
tle Internet  media 
company,  play  every  Mon- 
day night  at  the  estate 
of  Stai-wave  (and  Port- 
land Ti-ail  Blazers) 
owner  Paul  Allen  in 
ills  posh  indoor  coiut. 
TotalTel,  a  Little  Falls 
(N.J.)  long-distance  com- 
pany, plays  at  an  even 
more  exalted  locale, 
the  20,049-seat  Conti- 
nental Ai'ena,  home  of 
the  New  Jersey  Nets. 
Chief  Executive  Wai'- 
ren  Feldman  rents  it 
several  times  a  year  for  15 
customers  to  take  on  his 
staff.  Mark  Hyman 


NEW  WORLD  ORDER 

WE  WILL  BURY  YOUR 
AD  SHOPS  

WESTERN       AD  AGENCIES 

surged  into  Russia  in  recent 
years  to  dominate  the  local 
ad  scene.  No  more.  Local 
shops  are  coming  on  strong, 
gaining  more  of  the  billion- 
dollai'  business  in  Russia  from 
the  likes  of  bbdo  Worldwide. 

Russian  agencies  are  cash- 
ing in  by  riding  a  growing 


MOSCOW:  Icij  to  Western  ads 

anti-Western  mood.  Many 
Russians  resent  recycled 
Western  ads  with  Russian 
voice-overs  or  subtitles.  Local 
agencies  use  political  topics, 
pi'overbs,  or  old  Soviet  jokes. 

Such  advantages  have 
spurred  some  Western  com- 
panies to  switch  to  Russian 
ad  firms.  Volvo  last  summer 
canceled  its  contract  with 
U.  S.  agency  Friedmann  & 
Rose  and  signed  with  Mak- 
sima,  whose  principals  came 
out  of  the  old  Soviet  film  in- 
dustry. Samsung  Gi'oup  and 
Siemens  took  similar  steps. 
More  consei-vative  companies, 
such  as  Procter  &  Gamble, 
say  they  won't  abandon  ex- 
perienced Western  agencies 
they  consider  more  reliable. 

To  regain  market  share, 
some  Western  shops  ai'e  hir- 
ing miore  Russians.  Young  & 
Rubicam,  for  one,  replaced 
80%  of  its  Western  staff  with 
Russians.  Vijai  Maheshwari 
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PRODUCT  PEEK 


PINK  IS  FOR  PUFFERS 


TOBACCO   USERS  OFTEN  LIE 

about  their  habit.  But  now 
there's  a  speedy  test  to  check 
for  nicotine.  DynaGen  of 
Cambridge,  Mass.,  just  re- 
ceived federal  approval  to 
market  NicCheck,  a 
three-inch  strip 
that,  when  im- 
mersed in  urine  for 
15  minutes,  turns 
pink  if  a  person  has 
puffed  cigarettes  in 
the  past  few  days. 
The  strips,  which 
wholesale  for  $2 
each,  turn  darker 
for  higher  nicotine 
levels.  CmTent  tests 
cost  $40  and  take  a  week  for 
lab  results. 

DynaGen  thinks  its  biggest 
initial  market  is  health  insur- 
ers. They  would  use  it  in  ex- 
ams for  those  seeking  cover- 


age— smokers  pay  as 
as  $200  extra  in  yearly 
miums.  DynaGen  also  is 
ing  it  to  clinics  that  help 
pie  quit,  to  gauge  how  ir 
therapy  they  will  need. 


NEVER  INHALED?  That  can  he  chevl 


ents  woiTied  about  theii 
can  try  talking  a  doctdi 
giving  them  a  strip  t'l 
home.  For  now,  NicChi 
available  only  to  health 
professionals.  Oti^ 


THE  BIG  PICTURE 


MORE  HOMEBUYERS  PUT  DOWN  LESS 

Good  news  for  strapped  homebuyers.  The  proportion  ol 
those  needing  a  downpayment  of  10%  or  less  for  a  new 
home  is  at  a  20-year  peak,  with  the  bubbling  economy 
making  lenders  more  confident.  In  tough  economic  time 
mortgages  are  harder  to 
get  and  downpayments 
higher 


HOMEBUYERS  WITH 
DOWNPAYMENTS  OF 
10%  OR  LESS 


76  77  78  79  '80  '81  '82  '83 


DATA  CHICAGO  TITLE  AND  TRUST  CO 


FOOTNOTES  Gen-Xers  worried  over  job  security:  51  %;  those  who  would  take  a  lower-paying  but  more  secure  spot:  70% 
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Readers  Report 


HOW  HARRAH'S 
UPPED  ITS  ANTE 


Your  recent  article  on  HaiTah's  paint- 
ed an  interesting  picture  of  oui-  compa- 
ny, some  of  which  I  agree  with,  and 
some  of  which  I  don't  ("Harrah's  goes 
for  broke,"  The  Corporation,  Jan.  27). 
One  thing,  however,  I  feel  I  must  ad- 
dress. After  a  heading  "cash  poor,"  the 
story  gives  Harrah's  cash  available  as 
$330  million,  down  50%  from  1995's 
yearend  figure. 

It  is  tnie  that  Harrah's  credit  avail- 
ability as  of  Sept.  20,  1996  (the  last  re- 
porting period),  was  $330  million.  But  in 
October,  we  announced  a  $350  milHon 
increase  in  our  bank  facility.  This  in- 
crease took  our  credit  availability  to 
$680  million,  up  by  some  80%,  not  down 
50%.  Perhaps  the  heading  should  have 
been  "cash  rich"  rather  than  cash  poor. 

Philip  G.  Satre 
Chairman,  President,  and  ceo 
Hairah's  Entertainment  Inc. 

Memphis 

WHAT  DOES  "MADE  IN  AMERICA" 
MEAN  ANYMORE?  

I  read  with  interest  the  stoiy  about 
Toyota's  upcoming  entry  in  the  minivan 
market,  the  Sienna  ("Can  this  minivan 
dent  Detroit?"  News:  Analysis  &  Com- 
mentary, Feb.  3).  A  couple  of  things 
sti-uck  me:  A  Toyota  executive  said  he 
was  so  impressed  with  the  1995 
Chrysler  minivan's  second  sliding  door 
that  he  told  his  people  to  copy  it.  Does 
this  show  that  the  innovation  Japan  is 
noted  for  is  just  a  sham? 

The  second  thing  was  the  statement 
by  J.  Davis  Illingworth:  "I  think  the 
American  public  will  look  at  Sienna  as 
an  American  product  that  meets  their 
needs."  Since  I  read  that,  "Made  in 
America"  has  taken  on  a  new  meaning 
for  me.  There  aren't  many  things  that 
are  totally  made  in  America  anymore. 
But  Mr.  Illingworth's  gall  reinforces  my 
belief  that  I  must  not  send  my  profit 
dollars  to  Japan. 

Howard  Walker 
New  York 


CORRECTIONS  &  CLARIFICATIONS 

"Medical  lessons  from  the  Big  Mac"  (Socli 
Issues,  Feb.  10)  incorrectly  said  that  47' 
of  Liberty  Mutual  Insurance  Co.'s  works 
compensation  patients  eventually  return  i 
work.  That  number  is  the  national  rate,  no 
Liberty  Mutual's. 

In  "Antigravity?  Well,  it's  all  up  in  the  ail 
(Science  &  Technology,  Feb.  17),  John 
Schnurer  should  have  been  identified  a 
director  of  applied  sciences  at  Physics  Eng 
neering  in  Yellow  Springs,  Ohio. 


THE  WEIGHT  OF  PROTECTIONISM 
IS  CRUSHING  JAPAN  

Japan's  strong  industries  cannot 
cape  the  severe  damage  inflicted 
Tokyo's  protection  of  its  weak  sect 
fi'om  import  competition  ("Two  Japar 
Cover  Stoiy,  Jan.  27).  Strong  exportl 
pay  a  double  penalty:  sharply  higlj 
costs  at  home  and  long-term  upwsj 
pressure  on  the  yen. 

If  Japan  ever  wants  to  recover] 
has  no  choice  but  to  open  its  econo; 
to  competing  imports.  America's  tr; 
policies  must  be  geared  to  anticipat(| 
and  reinforce — the  internal  forces 
change  that  are  slowly  emerging 
Japan. 

Richard  K 
New  Y( 

BEGGING  TO  DIFFER 
ON  SOCIAL  SECURITY 


In  the  article  "Looking  for  grovdl 
all  the  wrong  places"  (News:  Analysii 
Commentai-y,  Feb.  3),  Peter  Coy  tries 
debunk  the  conventional  wisdom  c 
cerning  savings  rates.  Social  Secur 
and  economic  growth.  He  correc 
points  out  that  for  the  U.  S.  to  creat 
401(k)-style  national  pension  systeir 
sei-ve  as  a  replacement  for  today's  So 
Security  would  not  necessarily  raise 
national  savings  rate — and  even  t 
did,  it  wouldn't  necessarily  boost  ( 
nomic  growth.  But  as  is  true  w 
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You   pick  the  industry,   we'll   pick  the  stocks. 


YOU  CAN  INVEST  ON  A  HUNCH. 
AS  LONG  AS  IT'S  PRECEDED  BY  700,000  MAN 
:  HOURS  OF  ANALYSIS,  THOUSANDS  OF  INTENSE 
INTERVIEWS  WITH  INDUSTRY  EXECUTIVES, 
AND  $55  MILLION  IN  TECHNOLOGY. 


SIf  you've  got  a  good  feeling 
for  the  growth  potential 
of  a  particular  industry, 
hut  don't  have  the  time 
or  the  resources  to  conhrm  your 
hunch,  consider  Fidelity  Select 
PortfoUos.®  Each  of  our  35  Select 
PortfoUos  is  backed  by  Fidelity's 


stock-picking  expertise  and 
industry-leading  research  capabil- 
ities. We  constantly  scrutinize 
the  market  for  the  most  promising 
opportunities  in  each  industry. 
Chances  are,  you  don't  have  time 
to  do  It  yourself.  That's  why  we're 
here.  So  if  you  plan  on  investing 


m  Fidehty  Selects,  consider  limiting 
them  to  ]ust  10%  of  your  stock 
fund  holdings.  For  while  they  can 
move  up  quickly,  they  can  fall  just 
as  fast.  Of  course,  past  performance 
IS  no  guarantee  of  future  results, 
and  you  may  have  a  gain  or  loss 
when  you  sell  your  shares. 


December  1996  Average  Annual  Returns' 


Financial  Services 


Brokerage  and  Investment  Management  35.47% 

Financial  Services  28.15% 

Home  Finance  32.77% 

Insurance  20.00% 

Regional  Banks  31.81% 

Natural  Resources 


American  Gold 
Energy 

Energy  Service 

Precious  Metals  and  Minerals 


16.32% 
28.50% 
44.61% 
2.26% 


Fidelity 


16.81% 
25.02% 
33.27% 
16.39% 
26.20% 


1 3.62% 
12.74% 
20.71% 
10.07% 


10.99% 
15.34% 
21.50% 
14.11% 
20.58% 


8.25% 
10.96% 
10.83% 

6.01% 


CALL  NOW  FOR 
A  FREE  FIDELITY 
SELECTS  KIT. 

Or  for  immediate,  in-depth  information 
visit  our  'Web  site  and  click  to  the  Sector 
fund  investing  section. 


1-800-544-0003 


www.fidelity.com 
24  hours  a  day 


inuesimenis' 


FIDELITY  INVESTMENTS® 


m 


TDD  SERVICE:  1-800-544-0118  for  the  deaf  and  hearing-impaired  9  a.m.  -  9  p.m.  ET. 

'  For  more  complete  information,  including  charges  and  expenses,  call  for  a  free  prospectus.  Please  read  it  carefully  before  you  invest  or  send  money  NEIWORK' 

'Average  annual  total  returns  for  the  penod  ending  12/31/96  are  historical  and  include  changes  in  share  pnce,  reinvestment  of  diwdend  and  capital  gams,  and  the  effect  of  the  funds' 
3%  sales  charge.  Share  pnces  and  returns  will  vary  If  Fidelity  had  not  reimbursed  certain  expenses  for  some  of  the  funds  dunng  the  penods  shown,  those  funds'  returns  would  have 
been  lower.  Because  stocks  in  a  sector  fund  tend  to  move  the  same  way  sector  funds  typically  exhibit  higher  volatility  than  broadly  diversified  mutual  funds  and  the  stock  market 
as  a  whole.  If  you  sell  shares  of  a  Select  equity  fund  after  holding  them  29  days  or  less,  the  fund  will  deduct  a  redemption  fee  equal  to  ,75%  of  the  value  of  those  shares  For  shares 
held  30  days  or  longer,  the  redemption  fee  is  up  to  $7,50.  In  addition,  there  may  be  a  $7.50  fee  for  each  exchange  out  of  a  Select  equity  fund.  Fidelity  Distnbutors  Corporation 
FundsNetwork  is  a  service  provided  by  Fidehty  Brokerage  Services,  Inc.  Member  NYSE,  SIPC.  2d/24952.001 


Readers  Report 


everything  in  economics,  there  are  no 
absolutes,  which  is  certainly  the  case 
when  talking  about  the  i)rivatization  of 
Social  Security. 

However,  the  arguments  for  401(k)- 
style  privatization  outweigh  the  argu- 
ments against  it.  The  risks  are  nothing 
compared  with  the  possible  reward:  a 
much  more  robust  economy.  When  you 
throw  in  the  fact  that  a  transition  to  a 


FINDING  US  ONLINE 

ttmammm/Jimu 

The  full  text  of  Business  Week,  the  Business  Week 
Daily  Briefing,  and  six  years  of  BW  archives  are 
available  on  the  World  Wide  Web  at: 
www.businessweek.com 

and  on  America  Online  at  Keyword:  BW, 
To  sign  up  for  BW  on  AOL,  call  (800)  641-4848 
and  mention  Business  Week. 


MaVen 

Shopping  for  computer  equipment'  Visit  IVIaven,  our 
online  Computer  Buying  Guide,  for  continuously 
updated  ratings  and  price  information. 
Go  to  Keyword:  IVIaven  on  America  Online, 
or  to  the  World  Wide  Web  at: 
www.maven.businessweek.coin 


401(k)-style  system  will  allow  the  federal 
government  to  borrow  less  and  give 
young  people  a  positive  return  on  the 
money  they  put  into  the  system,  the 
case  for  the  current  structure  crumbles 
into  dust. 

Eric  Kiieg 
New  York 

PHARMACEUTICALS  IN  CHINA: 
irS  WINNER  TAKE  ALL  

It  takes  more  depth  to  plumb  the 
Chinese  pharmaceutical  market  than 
could  be  provided  in  your  article 
("Drugs:  Plenty  of  bitter  pills,"  Inter- 
national Business,  Feb.  3).  The  issues 
raised  are  not  unique  to  phaninaceuti- 
cals.  But  dealing  as  they  do  with  state 
reform  of  the  health-care  system  and 
the  provision  of  essential  health  care  at 
minimum  cost,  they  are  emotional  as 
well  as  fiscal  issues. 

The  government  reimbursement  lists, 
for  e.xample,  constitute  a  two-edged 
sword.  While  Contac  was  on  the  hst,  it 
enjoyed  a  measure  of  exclusivity  and 
promotion  that  all  the  advertising  in 
the  world  could  not  buy  in  a  market 
such  as  the  U.  S.  Imported  Children's 
Liquid  Tvdenol  from  Johnson  &  .John- 


son was  allowed  on  the  list  because  a 
cally  made  substitute  was  not  availa 
The  China  market  is  complex, 
companies  that  make  the  effort  to 
derstand  and  utilize  that  complej 
clearly  create  a  strategic  advantage 
Christopher  Bj 
Dire( 

Inter-Fas  Consults 
Singap 

HOW  TO  REACH  BUSINESS  WEEK 

LETTERS  FOR  READERS  REPORT 

All  letters  must  include  an  address  and  daytime  anc 
evening  phone  numbers.  We  reserve  the  right  to  edit 
letters  for  clarity  and  space  and  to  use  them  in  all 
electronic  and  print  editions. 
Mail:  Business  Week,  1221  Avenue  of  the  Americas, 
39th  floor,  New  York,  NY  10020 
Fax:  (212)  512-5458 
Internet:  bwreader@mgh,com 
America  Online:  readersbw 

SUBSCRIBER  SERVICES 

For  individual  subscriptions,  corporate  subscription; 
renewals,  changes  or  problems,  and  single  copies 
Phone:  (800)  635-1200  or  (609)  426-7500 
Fax:  (609)  426-7623. 
Internet:  bwhelp@mcgraw-hill,cam 

COPYRIGHT  PERMISSIONS 

Before  quoting  or  reproducing  editorial  material. 
Phone:  (212)  512-4801 
Fax:  (212)  512-4938 


Small  business  owners 

are  known  for  their 


Here's  another  one.  Tune  in  to  America  At  Work  for  ttne  next  six 
weel<.s.  You'll  find  out  how  ingenious  small  business  owners 
lil^e  you  use  technology  (along  with  helpful  relatives)  to  market 
themselves,  find  new  customers,  and  solve  problems  in  new, 
creative  ways. 

Look  for  America  At  Work  on  the  USA  Network,  Saturday 
mornings  at  9:30  a.m.,  EST/PST. 

January  18;  The  Business  of  Customers 

January  25:  From  Zero  to  Sixty  in  Thirty  Days 

February  1:  More  Time,  More  Money  —  Getting  It  All  Done 

Februarys:  C  'mmunicate.  Collaborate.  Cooperate 

February  15:  Ro  nimap  to  the  Internet 

February  22:  High  rech/High-Return  Marketing 


Microsoft  l^fil 


HEWLETT 
PACKARD 


To  learn  how  technology  can   •  Ip  you  run  your  small  business  even  better,  call  1  800-60  SOURCE,  Dept.  B152. 

©  1997  Microsoft  Corporation.  A'  'ights  reserved  Microsoft  is  ;i  registered  trademark  of  Microsoft  Corporation  All  other  trademarks  are  the  properly  o(  their  respective  owners. 
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38  awards  are  positive. 


S  GUIDELINES 


Best  Buy 
■  Best  Buy 
Best  Buy 
Best  Buy 
Best  Buy 
Best  Buy 
Best  Buy 
Best  Buy 


/Gold  Medal 
/  Gold  Medal 
/  Gold  Medal 
/  Silver  Medal 
/  Silver  Medal 
/  Bronze  Medal 
/  Bronze  Medal 
/  Bronze  Medal 


BUYER'S 
1995 

EP  2050  -r 
EP  2152- 
EP  3050  - 
EP  1080- 
1996 

EP  2050  - 
EP  3050  - 
EP  1080- 


Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 

Pick  of  the  Year 
Pick  of  the  Year 
Pick  of  the  Year 


Best  Buy /Gold  Medal 
Best  Buy/ Silver  Medal 
Best  Buy  /  Silver  Medal 
Best  Buy  /  Silver  Medal 
Best  Buy  /  Bronze  Medal 


BUSINESS 
CONSUMER  GUIDE 
1995 

EP  2050  -  Recommended* 
EP  2130  -  Recommended* 
EP  2152  -  Recommended* 
EP  4050  -  Recommended* 
1996 

EP  2152  -  Recommended* 
EP  3050  -  Recommended* 
EP  4050  -  Recommended* 
EP  6000  -  Recommended* 
EP  8010  -  Recommended* 

■For  a  free  copy  of  the  full  report 
call  1-800-843-8100 


BETTER  BUYS 
FOR  BUSINESS 
1995 

EP  1080-  Editor's  Choicf 
EP  2130 -Editor's  Choice 
EP  2152 -Editor's  Choice 
EP  3050  -  Editor's  Choice 
EP  4050  -  Editor's  Choice 
EP  6000  -  Editor's  Choice 
EP  9760  -  Editor's  Choice 
1996 

EP  1080  -  Editor's  Choice 
EP  3050  -  Editor's  Choice 
EP  8010  -  Editor's  Choice 

©1996  f\^INOLTA  CORPORATION 


350, 000  copier  sales  are 
proof  positive! 


Why  did  one  copier  line 
win  38  awards 
in  the  past  two  years? 

Sell  350,000  units 
in  the  past  five  years? 
And  enjoy  a  sales  increase 
3  times  better  than 
the  industry  average  in  one  year? 

Why? 

5cause  not  all  copiers  are  IVIinolta 
Call  1-800-9-MINOLTA 
www.minoltausa.com 


Copiers 
Cameras 
Faxes 
Digital  Systems 
Document  Imaging 
Camcorders 
Binoculars 
Color  Sensors 

Only  from  the  mind 
of  Minolta 


MINOLTA 


BECAUSE  NOT  ALL  COPIERS  ARE  MINOLTA! 


The  closer  you  look,  the  better  your  overview. 


If  you're  on  the  lookout  for  new 
business  prospects,  the  best  spot 
to  improve  your  contacts  is  here 
with  us.  At  the  foot  of  Frankfurt's 
towering  Messeturm,  lies  the  venue 
for  the  world's  top  15  trade  fairs 
for  consumer  goods,  automobiles, 
technology,  musical  instruments 
and  textiles.  Here  we  offer  you  an 
unsurpassed,  in-depth  market  over- 
view, and  direct  business  contacts 
from  all  over  the  world:  Europe, 
Asia  and,  last  but  not  least,  America. 
So  when  you're  scouting  around 
for  new  global  business  partners, 
Frankfurt  is  the  one  location  you 
just  can't  overlook. 


■ Messe 
 .       Frankfurt 


CSA  MEANS 
BUSINESS 

Every  day,  our  Standards.  Product  Testing,  and 
Management  System  Registration  Services  are 
hard  at  work  in  thousands  of  businesses 
across  the  U.S.  and  worldwide. 

CSA  can  test  and  certify  your  products  to  North 
American  or  International  standards.  Over  one 
billion  products  already  bear  the  CSA  A/lark. 

QMI-a  division  of  CSA-is  North  America's 
leading  ISO  9000  Quality  Standards  Registrar. 
Globally  recognized  and  respected,  QA/ll  can 
guide  you  effectively  through  the  registration 
process. 

More  Than  A  Mark 

CSA  is  also  spearheading  standards  develop- 
ment in  such  vital  areas  as  forest  management 
and  personal  information  security.  In  fact,  we 
led  the  development  of  the  new  ISO  14000 
Series  on  the  Environment. 

To  learn  how  CSA  can  Mean  Business  for  you 
simply  call  1-800-463-6727  today.  Or,  visit 
our  web  site  at  http://wwwcsa.ca 


EXTENSION 


Timely  information,  new  concepts, 

and  fresh  applications.  That's  what  you  need  to  keep  your  business  or 
career  steadily  advancing.  And  that's  why  UCLA  Extension  makes  perfect 
sense.     Each  quarter  we  provide  essential  knowledge  and  practical  appli- 
cations in  a  wide  range  of  professional  disciplines.  Accounting,  nnanage- 

ment,  real  estate, 
computers  and  infor- 
mation systems,  to 
name  but  a  few.  We 
offer  seminars,  quarter- 
length  courses,  and 
certificated  programs 
taught  by  leading 
experts  from  industry 
and  academia.  And  we 
schedule  them  in  the 
evenings  and  on  week- 


Knowledge  is 
Knowledge. 
But  Learning  is 

Power. 

CLASSES  RUN  CONTINUOUSLY  FROM  MARCH  29,  1997. 


ends  at  meeting  sites 
all  over  Southern  California,  including  the  Los  Angeles  World  Trade  Cen- 
ter located  downtown.  Some  courses  can  even  be  taken  online,  from  your 
home  or  office.     So  if  you'd  like  to  tap  into  the  energy  of  a  quality  learn- 
ing experience,  come  to  UCLA  Extension.  And  put  the  power  of  one  of 
the  nation's  largest  continuing  higher  education  providers  to  work  for  you. 

Call  1-800-554-UCLA,  Dept  1-23 

for  a  FREE  copy  of  our  Spring  Quarter  catalog. 

Or  browse  the  catalog  at  our  Web  Site:  http://www.unex.ucla.edu/bj/ 

Please  send  me  a  FREE  UCLA  Extension  Spring  1997  Catalog. 

(  ) 


Name 


Daytime  Phone 


Address 


City/State/ZIP 


E-Mail  Address 


Special  Area(s)  of  Interest 

Mail  to;  UCLA  Extension.  Marketing,  PQ  Box  24901,  Lo5  Angeles,CA  90024-0901 
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THE  BUSINESS  WEEK  BEST-SELLER  LIST 


HARDCOVER  BUSINESS  BOOKS 


THE  DILBERT  PRINCIPLE  by  Scott  Adams  (HarperBusmess 
•  $20)  The  revenge  of  the  cubicle  dwellers. 

DOGBERT'S  TOP  SECRET  MANAGEMENT  HANDBOOK  by 

Scott  Adams  (HarperBusmess  •  $16)  Straight  from  the 
puppy's  mouth. 

AGAINST  THE  GODS  by  Peter  L.  Bernstein  (Wiley  •  $27.95) 
Risk  management  in  the  making  of  the  modern  world. 

WALL  STREET  MONEY  MACHINE  by  Wade  B.  Cook 
(Lighthouse  Pubhshmg  •  $24.95)  Formulas  to  help  you 
strike  it  rich. 

FINANCIAL  PEACE  by  Dave  Ramsey  (Viking  •  $21.95)  Get- 
ting out  of  debt — for  good. 

THE  MILLIONAIRE  NEXT  DOOR  by  Thomas  J.  Stanley,  PhD, 
and  William  D.  Danko,  PhD  (Longstreet  Press  •  $22)  How  to 
live  cheap  and  well  just  like  the  truly  rich  do. 

ONLY  THE  PARANOID  SURVIVE  by  Andrew  S.  Grove 
(Currency  •  $27.50)  Intel's  ceo  describes  how  to  turn  crises 
into  moments  of  opportunity. 

NUTS!  by  Kevin  Freiberg  and  Jackie  Freiberg  (Bard  Press  • 
$24.95)  Southwest  Airlines'  personality  and  flight  plan  for 
success. 

THE  BEARDSTOWN  LADIES'  GUIDE  TO  SMART  SPENDING 
FOR  BIG  SAVINGS  by  the  Beardstown  Ladies'  Investment 
Club  w/ith  Robin  Dellabough  (Hyperion  •  $19.95)  Penny- 
pinching,  from  appliances  to  rental  cars. 

THE  MOTLEY  FOOL  INVESTMENT  GUIDE  by  David  and  Tom 
Gardner  (Simon  &  Schuster  •  $24)  An  online  investment  duo 
puts  it  on  paper. 

FORBES  GREATEST  BUSINESS  STORIES  OF  ALL  TIME  by 

Daniel  Gross  and  the  editors  of  Forbes  magazine  (Wiley  • 
$24.95)  From  McCormick's  reaper  to  Sam  Walton's  store. 

ORGANIZING  GENIUS  by  Warren  Bennis  and  Patricia  Ward 
Biederman  (Addison-Wesley  •  $24)  Case  studies  of  great 
groups,  from  the  Manhattan  Project  to  Disney's  animators. 

THE  EDUCATION  OF  A  SPECULATOR  by  Victor  Niederhoffer 
(Wiley  •  $29.95)  A  futures  trader's  insights  on  markets, 
music,  and  mastery  of  your  opponents. 

THE  BANKERS  by  Martin  Mayer  (Truman  Talley/Dutton  • 
$29.95)  Money,  credit,  and  banking  as  it  was  and  will  be. 

WHAT  WORKS  ON  WALL  STREET  by  James  P.  O'Shaugh- 
nessy  (McGraw-Hill  •  $29.95)  A  statistical  look  at  how 
Investment  strategies  stack  up. 


PAPERBACK  BUSINESS  BOOKS 


1  THE  SEVEN  HABITS  OF  HIGHLY  EFFECTIVE  PEOPLE 

by  Stephen  R.  Covey  (Fireside  •  $12)  Habitually  popular. 

2  THE  ERNST  &  YOUNG  TAX  GUIDE  1997  by  the  Tax  Partners 
and  Professionals  of  Ernst  &  Young  LLP  (Wiley  •  $14.95) 
Forms  aplenty. 

3  THE  1997  WHAT  COLOR  IS  YOUR  PARACHUTE?  by 

Richard  Nelson  Bolles  (Ten  Speed  Press  •  $16.95)  The 
enduring  job-search  bible — with  a  new  resource  guide. 

4  J.K.  LASSER'S  YOUR  INCOME  TAX  1997  by  the  J.K.  Lasser 
Institute  (Macmillan  •  $14.95)  Are  we  nervous  yet? 

5  THE  BEARDSTOWN  LADIES'  COMMON-SENSE 
INVESTMENT  GUIDE  by  the  Beardstown  Ladies'  Investment 
Club  with  Leslie  Whitaker  (Hyperion  •  $10.95)  Recipes  for 
Four-Bean  Salad,  Five-Hour  Stew — and  23%  returns. 

6  GET  A  FINANCIAL  LIFE  by  Beth  Kobliner  (Fireside  •  $11) 
Hey.  Gen-Xers — mutual  funds  and  mortgages  can  be  fun! 

7  BUILT  TO  LAST  by  James  C.  Collins  and  Jerry  I.  Porras 
(HarperBusmess  •  $14)  How  3M.  Wal-Mart,  Procter  & 
Gamble,  and  others  became  standouts. 

8  THE  ROAD  AHEAD  by  Bill  Gates  with  Nathan  Myhrvold  and 
Peter  Rinearson  (Penguin  •  $15.95)  Microsoft's  chief  on  the 
implications  of  the  l-way,  in  a  "completely  revised"  edition. 

9  THE  BEARDSTOWN  LADIES'  STITCH-IN-TIME  GUIDE  TO 
GROWING  YOUR  NEST  EGG  by  the  Beardstown  Ladies' 
Investment  Club  with  Robin  Dellabough  (Hyperion  •  $10.95) 
The  team  from  Illinois  turns  to  retirement  planning. 

10  FIRST  THINGS  FIRST  by  Stephen  R.  Covey,  A.  Roger 
Merrill,  and  Rebecca  R.  Merrill  (Fireside  •  $14)  Managing 
your  time  by  balancing  your  life. 

11  THE  WALL  STREET  JOURNAL  GUIDE  TO  UNDERSTANDING 
MONEY  AND  INVESTING  by  Kenneth  M.  Morns  and  Alan  M. 
Siegel  (Fireside  •  $13.95)  Still  more  advice  on  money. 

12  PERSONAL  FINANCE  FOR  DUMMIES  by  Eric  Tyson  (IDG 
Books  •  $16.95)  Lighthearted  primer. 

13  INVESTING  FOR  DUMMIES  by  Eric  Tyson,  MBA  (IDG  Books  • 
$19.95)  From  stocks  to  small  business — with  cartoons,  too. 

14  GETTING  TO  YES  by  Roger  Fisher,  William  Ury,  and  Bruce 
Patton  (Penguin  •  $11.95)  A  Harvard  team's  step-by-step 
guide  to  conflict  resolution. 

15  1001  WAYS  TO  REWARD  EMPLOYEES  by  Bob  Nelson 
(Workman  •  $10.95)  Give  them  a  champagne  brunch,  a 
casual-dress  day — or  plain  old  cash. 


iNESs  week's  Best-Seller  List  is  based  on  a  survey  of  chain  and  independent  booksellers  that  carry  a  broad  selection  of  books  on  economics, 
nagement,  sales  and  marketing,  small  business,  investing,  personal  finance,  and  careers.  Well  over  1,000  retail  outlets  nationwide  are  repre- 
ted.  Current  rankings  are  based  on  a  weighted  analysis  of  unit  sales  in  January. 

Reviews  and  more  are  available  on  www.businessweek.com.  Click  on  BW  Plus 


pKRSnnjnH   IN  THE  AIRLINE  BUSINESS,  STORMY  EMPLOYee 

BUSllXUjH  relations  are  commonplace.  So  how  is  it 
the  management  and  employees  of  Southwest  Airlines  Co. 
n  able  to  pull  together?  Readers  may  find  some  answers  in 
unabashedly  laudatory  Nuts!  Southwest  Airlines'  Crazy 
ipe  for  Business  and  Personal  Success,  by  Kevin  and 
,ie  Freiberg,  longtime  consultants  at  the  airline.  The  book 
le  No.  8  hardback  on  this  month's  business  week  Best-Sell- 
ist. 

fter  recapping  the  company's  struggles  to  overcome  lawsuit- 
Jing  rivals  and  get  in  the  air,  the  Freibergs  attempt  to  de- 
)e  what  makes  Southwest  so  strong.  Don't  look  for  any 
;ling  revelations.  Those  already  familiar  with  Dallas-based 


Southwest  and  its  fun-loving  ceo,  Herbert  D.  Kelleher,  won't  be 
surprised  by  what  they  read:  The  company  loathes  bureaucra- 
cy, hires  for  "attitude"  more  than  skills,  and  celebrates  em- 
ployees' triumphs  like  mad. 

Nuts!  quickly  grows  repetitious,  and  its  "success  in  a  nut- 
shell" summaries  are  too  simplistic,  with  advice  like  "show  love 
more  often"  or  "keep  things  simple."  The  book  is  strongest 
when  it  recounts  the  real-life  stories  of  Southwest's  employees 
and  customers.  The  tale  of  how  a  Southwest  flight  attendant 
came  to  the  rescue  of  a  stranded,  87-year-old  passenger  by 
taking  her  home  for  the  night  will  make  you  believe  that,  yes, 
this  airline  really  does  offer  "positively  outrageous"  service. 

WENDY  ZELLNER 
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why  he  can  look  forw 
as  he  would  have  a  cerj 


Today,  no  one  thinks  twice 
about  somebody  living  to  the 
ripe  old  age  of  80.  A  hundred 
years  ago,  however,  it  was  a  rarity. 

With  improvements  in  water 
quality,  nutrition  and  hygiene, 
life  expectancy  began  to  rise.  But 
the  biggest  strides  came  near  the 
turn  of  the  century  when  huge 
advancements  in  medicine  gave 
doctors  the  abiHty  to  treat  and 
even  cure  many  life-threatening 
diseases. 

Hoechst  has  contributed 
to  modern  medicine 
for  over  a  century. 

Hoechst  (pronounced  Herkst) 
was  there,  joining  forces  with 
leading  scientific  researchers 
whose  discoveries  initiated  the 
age  of  bacteriology,  immunology 
and  chemotherapy. 

Hoechst  pioneered  the  devel- 
opment of  tuberculin,  novocain, 
and  antitoxins  for  diphtheria  and 
tetanus,  as  well  as  antibiotics  to 
fight  infectious  diseases.  Not  to 
mention  important  medications 


Hoechst  is  an  international  group  of  companies  spearheading  innovation  in  health  care,  agriculture  and  chn. 


to  living  twice 


as  long 


At  the  turn  of  the 
century  the  average 
life  expectancy 
was  40  years.  In  the 
U.S.  today,  women 
live  to  be  around  79 
and  men  around  73. 


that  have  contributed  to  the 
vast  decrease  in  mortality  due  to 
heart  disease  and  strokes. 

At  Hoechst,  we're  proud  of 
our  history.  And  to  be  sure,  the 
relentless  pursuit  of  medical 
advances  has  caused  life  expec- 
tancy to  rise. 

But  just  as  typhoid,  cholera 
and  bacterial  infections  endan- 
gered lives  in  the  past,  diseases 
such  as  AIDS,  cancer  and  other 
killers  threaten  us  today. 

Which  is  why  our  pharmaceu- 
tical division  Hoechst  Marion 
Roussel  spends  nearly  $1.5  bil- 
lion a  year  on  pharmaceutical 
research  and  development. 

If  history  is  any  indication, 
it's  money  well  spent.  For  our 
future.  And  for  yours. 

Hoechst  Marion  Roussel,  Inc. 
P.O.  Box  9627 

Kansas  City,  MO  64134-0627 

Internet: 
http://www.hoechst.com/ 


iff  of  160,000  people  worldwide,  annual  sales  total  $36  billion. 


Hoechst 


Books 


PERSONAL  HISTORY 

By  Katharine  Graham 
Knopf .  642pp  •  $29.95 


FROM  LITTLE  RICH  GIRL 
TO  MEDIA  EMPRESS 


These  days,  bookstores  are  filled 
with  autobiogi'aphies  of  people 
who  have  accomplished  little.  As 
soon  as  the  Super  Bowl  wi-aps  up,  25- 
year-old  quarterbacks  are  knocking  off 
their  bios. 

Then  there's  the  autobiography  of 
Katharine  Graham,  the  gi'ande  dame  of 
the  Washington  Post.  With  a  story  that 
seems  straight  out  of  a  19th  century 
novel,  Graham's  Persoyial  History  is  full 
of  the  stuff  we  want  to  read  about — 
money  and  power,  sex  and  scandal, 
tragedy  and  courage.  Its  workmanlike 
style  isn't  exactly  Pi'oust's,  but  with  tliis 
kind  of  material,  who  cares? 

The  book  weaves  together  tlu'ee  sto- 
ries: that  of  Graham's  own  life;  an  in- 
sider's histoiy  of  the  Post;  and  a  tale  of 


the  dramatic  transfonnation  of  American 
journalism  during  the  20th  centuiy. 

Graham's  father,  Eugene  Meyer,  was 
a  fabulously  rich  businessman  who  was 
appointed  to  the  Federal  Reseive  Boai-d 
by  President  Herbert  Hoover.  Her 
mother,  Agnes,  was  brilliant,  opinionat- 
ed, and  cold.  Looking  for  something  in- 
teresting to  do  after  Hoover's  1932  de- 
feat, Eugene  bought  the  bankrupt 
Washington  Post  at  a  street-comer  auc- 
tion for  $825,000. 

Katharine,  a  shy,  naive  debutante, 
did  everything  rich  girls  did  in  those 
days:  attended  finishing  school,  moved 
on  to  Vassar  College,  and  made  the 
grand  tour  of  Europe.  She  even 
slummed  for  a  bit,  covering  labor  luu'est 
for  the  now  defunct  San  Francisco 


News — and  having  a  romance  with  a 
cal  union  oi'ganizer  In  1940,  she  marr 
Philip  L.  Graham,  a  promising  Wa 
ington  lawyer 


( 


While  Katharine  did  Uttle  more 
attend  a  succession  of  dinners  with 
rich  and  famous,  Phil  gradually  t( 
over  day-to-day  management  of  the 
per.  In  1948,  Eugene  gave  Philip  conlf' 
of  the  Post. 

In  1963,  Phil  Graham  killed  hims 
And  Katharine,  in  her  words,  "went 
work."  The  paper  she  took  over  wa 
financial  success,  but  still  a  joumalii 
mediocrity. 

It  also  sat  squarely  within  the  tn 
tion  of  political  partisanship  and  o  ^ ' 
conflicts  of  interest.  Eugene  had  u 
the  Post  to  blast  the  New  Deal,  wl 
Phil  was  up  to  his  elbows  in  Demoei 
ic  politics.  In  1960,  he  helped  talk  Jf; 
F.  Kennedy  into  choosing  as  his  r 
ning  mate  Graham's  pal  Lyndon 
Johnson.  In  1961,  Phil  buried  coven 
of  the  Bay  of  Pigs  fiasco. 

Within  a  decade,  this  kind  of  jc 
nalism  would  undergo  a  stunn 
change — in  considerable  part  becaus(  'j*^^ 
Katharine  Graham  and  her  gray, 
tablishment-oriented  Washington  P> 
Two  notable  events  marked  the  char 


lilie 


uai 


More  and  more  bvisinesses  are  not 
only  getting  Fridays  Free  tiiis  year.. 


$50  monthly  minmium  required  Maximum  of  $1,000  m  tree  long  distance  calling  per  moniti  Domestic  calls  and  commercial  use  only 
Not  valid  with  any  othyr  oHer  Limited  time  otter  Certain  restrictions  apply  "  1997  Sprint  Communications  Company  L  P 
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UNDER  GRAHAM,  THE  POST  SHATTERED  THE 
:ODE  OF  SILENCE  AMONG  WASHINGTON  INSIDERS 


t,  in  1971,  came  the 
t  fight  over  the  pubh- 
m  of  the  Pentagon  Pa- 
,  the  govemment's  se- 
history  of  the  Vietnam 
lict.  Then,  of  course, 
;  Watergate, 
either  of  these  were 
es  that  Graham  looked 
and  she  candidly  de- 
■es  how  uncomfortable 
made  her.  After  all, 
;ar  had  hardly  pre- 
d  Graham  for  the  vi- 
iness  of  the  Washington  fray — much 
for  the  day  a  U.  S.  Attorney  Gen- 
warned  that  her  "tit  would  get 
ht  in  a  big  fat  wringer"  if  the  Post 
ished  one  early  Watergate  story, 
the  surreal  atmosphere  of  the  ear- 
Os,  Graham  continued  to  host  cozy 
^r  parties  for  Washington's  political 
—including,  at  least  for  a  time,  top 
n  aides.  Meanwhile,  the  ink-stained 
ches  in  her  newsroom  were  grinding 
the  stories  that  would  eventually 
to  the  President's  resignation.  The 
of  silence  among  poweiful  Wash- 


ington insiders  was  clearly 
broken. 

Republicans  always 
claimed  the  rise  of  this  sort 
of  hard-hitting  investiga- 
tive reporting  was  a  result 
of  the  enmity  between  the 
liberal  press  and  the  Nixon 
Administration.  But  it  was 
much  more  complicated 
than  that.  Constrained  by 
an  enhanced  ethic  of  objec- 
tivity, modern  publishers 
such  as  Graham  had  much 
less  control  than  her  predecessors  over 
what  got  printed.  By  the  1970s,  press 
barons  who  openly  dictated  news  cov- 
erage were  gone.  Pubhshers  were  more 
likely  to  be  bean  counters  than  power 
brokers.  And  the  bright  line  between 
the  editorial  and  business  sides  of  news 
organizations  had  become  a  Berlin  Wall. 

Graham  argues  that  she  had  much 
less  to  do  with  the  Post'?,  coverage  of 
the  Pentagon  Papers  or  Watergate  than 
Nixon  imagined.  What  Graham  did  was 
hire  aggi'essive  journalists  and,  for  the 
most  part,  let  them  do  their  jobs. 


While  the  Post  may  have  reached  its 
joui'nalistic  zenith  with  Watergate,  its 
parent  company's  success  as  a  business 
enterprise  was  just  beginning.  Graham 
raised  the  money  needed  for  expansion 
by  taking  the  company  public  in  1971. 
And  with  great  passion — and  no  pre- 
tense to  objectivity — she  tells  the  stoiy 
of  the  critical  event  in  that  gi-owth,  a 
1975-76  strike.  Graham  used  the  um-est 
to  bust  the  pressmen's  union  and  dis- 
embowel the  Posfs  other  labor  units. 
She  says  she  did  it  reluctantly.  But  she 
also  did  it  with  vigor. 

This  is  memoir,  not  history,  and  Gra- 
ham can  be  surprisingly  thin-skinned. 
She  frets  over  ancient  news  stories 
about  her  that  she  insists  were  unfair, 
and  she  still  carries  deep  scars  from 
the  strike.  But  with  the  help  of  Evelyn 
Small,  who,  Graham  says,  "took  the 
words  I  wrote  and  shaped  them," 
Katharine  Graham  has  penned  a  fasci- 
nating tale  of  an  extraordinary  life. 

BY  HOWARD  GLECKMAN 

Senior  Correspondent  Gleckman  has 
been,  reading  the  Washington  Post  since 
1968. 


KA  T  H  A  R  !  N  [ 
GRAHAM 


They're  getting  them 
until  the  year  2000. 

Do  more  business  with 
a  lot  more  Fridays  Free. 

Thanks  to  Sprint  Business,  successful  small  businesses 
even-where  are  reaping  the  benefits  of  free  long  distance 
ever\'  Friday...  from  now  until  the  year  2000 

That  s  156  Fridays  of  free  domestic  long  distance  Including 
taxing,  calling  card  calls,  and  in-bound  toll-free  service. 

And  while  making  the  most  of  your  Fridays  Free,  you're 
still  getting  a  great  deal  the  rest  of  the  weefc,  In-fact,  you'll  be 
paying  Sprint  s  regular  low,  flat  rates 

■What's  more,  even  though  you  can  get  Fridays  Free  until 
the  )ear  2000,  you  won't  have  to  sign  a  term  commitment. 

So  don't  let  another  free  Friday  pass  you  b>. 

Call  Sprint  Business 

1-800-827-3900 


Sprint 


We  help  business  do  more  business" 
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Active  partnership  is  powered  by  the  esteem 
that  is  generated  when  companies  endeavor  to 
understand  each  other's  business,  corporate 
cuhure  and  needs.  By  aci<nowledging  each 
customer's  individual  requirements,  we 


can  work  together  to  create  custom-tailored  risi< 
management  products  and  solutions  that  yield 
superior  results  in  areas  like  cost  management 


and  customer  service.  As  a  member  of 
The  Worldwide  Zurich  hisurance  Group, 
we  provide  extensive  financial  strength,  and 

offer  long-term  active  partnership  to  you. 
For  more  information,  contact  your  agent  or 
broker,  or  call  1-800-382-2150  today. 


ZURICH-AMERICAN 

INSURANCE  GROUP 

Tlio  Pdwcv  <)I  Farlnersliip 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Technology  &  You 


BY  STEPHEN  H.  WILPSTROM  

A  CYBERSPACE 
SAFE-DEPOSIT  BOX 


Online  backups  like 
Connected's  DataSafe 
secure  your  files 
before  a  costly  crash 

If  you  use  your  computer 
for  any  sort  of  work, 
from  running  a  business 
to  keeping  track  of  youi*  per- 
sonal investments  and  fi- 
nances, odds  are  that  the 
files  on  your  hard  diive  are 
worth  a  great  deal  more  than 
the  machine  itself.  So  of 
course  you  go  to  some 
lengths  to  pi'otect  that  valu- 
able information. 

Following  the  advice  of  ex- 
perts, you  copy  all  your  files 
to  tape  weekly.  You  nm  daily 
backups  of  new  or  modified 
files.  And  you  keep  a  recent 
copy  of  the  complete  backup 
in  a  bank  vault,  safe  from 
fire,  flood,  or  theft. 

You  don't?  You  shoulcbi't 
feel  too  bad.  Hardly  any 
one  does. 

Fortimately,  protect- 
ing vital  tlata  has  got- 
ten a  lot  easier.  New 
online  services  can 
automate  the  job  of 
backing  up  youi"  most 
valuable  files  and 
store  them  in  the 
computer  equivalent 
of  a  safe-deposit  box. 
I've  spent  a  fair  amount  of 
time  with  Connected  Corp.'s 
DataSafe  system  (www. 
connected.com).  Similar  ser- 
vices are  WebStor  from  Mc- 
Afee (www.mcafee.com)  and 
SiU'efind  from  Eis  Internation- 
al Inc.  (ww^.siu'efind.com). 
NIGHT  SHIFT.  DataSafe's  Win- 
dows software,  downloadable 
fi'om  the  Web,  schedules  au- 
tomatic backups,  normally  in 
the  middle  of  the  night.  You 
can  connect  over  the  Inter- 


net or  by  dialing  into  Con- 
nected's network.  Data  are 
encrypted  before  transmis- 
sion, keeping  your  informa- 
tion safe  from  prying  eyes  in 
transit  and  in  storage  on  the 
DataSafe  servers. 

It's  not  practical  to 
do  a  complete  online    < . 
backup  of  today's 
huge  hard  disks. 
DataSafe  assumes 
that  you  can  find 
a  way  to  reload 
software  and  only 
tries    to  protect 
your  data.  The  ini-  l|| 
tial  backup  can  take 
several  hours — my  initial 
upload  of  50  megabytes  took 
about  three  hours  at  28.8 
kilobits  per  second.  In  sub- 
sequent sessions,  only  the 
portions  of  files  that  have 
changed — new   cells   in  a 
spreadsheet  or 


records  in  a 
database,  for  example — are 
transmitted. 

This  approach  is  much 
faster  and  has  a  potentially 
huge  advantage  over  other 
methods,  such  as  using  a 
tape  drive  on  youi"  desk.  The 
DataSafe  system  retains  all 
the  information  you  need  to 
recreate  any  version  of  the 
file,  by  date.  DataSafe  allows 
you  to  roll  back  to  a  spread- 
sheet that  existed  before  you 
made  revisions  last  Thursday 


or  to  create  a  complete  audit 
trail  of  each  day's  changes. 

Restoring  data  cguldn't  be 
easier.  Your  computer  main- 
tains a  directory  of  the  files  it 
has  backed  up  and  displays 
them  on  a  screen  that  looks  a 
lot  like  Microsoft's  Windows 
E.xplorer  You  can  restore  sin- 
gle files  or  entire  directories. 
Multiple  versions  of  the  same 
file  are  shown  in  date  order, 
and  you  pick  the  one  you 
want.  You  also  can  use  the 
service  to  share  data  between 
computers,  say  your  desktop 
and  your  laptop.  Again,  the 
encryption  scheme  ensures 
that  you're  the  only  person 
who  can  read  the  file. 

Recovery  from  a 
disaster,  whether  it's 
a  disk  crash  that 
wipes  out  your 
data  or  a  fire 
that  destroys 
youi"  office,  isn't 
much  more  com- 
plicated. You  in- 
stall the  software 
on  your  new  computer, 
connect,  and  DataSafe  down- 
loads a  directory  of  the  files 
that  you've  saved.  You  can 
then  restore  any  or  all  of 
them. 

SLEEP  WELL.  The  DataSafe 
sendee  costs  $15  a  month  (af- 
ter a  30-day  free  trial)  for 
transfer  of  up  to  50  Mb  of 
data,  which  could  be  anything 
from  thousands  of  archived 
E-mail  messages  to  five  high- 
resolution  photos.  You  will 
pay  another  25?  per  Mb  if 
you  use  Connected's  network 
rather  than  the  Internet.  At 
those  prices,  you  receive  data 
protection  that's  the  equal  of 
the  disaster-recovery  pro- 
gi'ams  of  large  coii^orations — 
and  you  don't  even  have  to 
pay  for  tape. 

Do  you  need  this  sei^vice? 
If  you're  careful,  you  may  re- 
member to  back  up  I'egularly 
and  keep  the  tapes  some- 
where safe.  Or  you  may  get 
by  saving  crucial  files  on  flop- 
pies or  Zip  disks.  However, 
unless  you're  more  diligent 
than  most  of  us,  automated, 
online  backups  are  a  nice  in- 
surance policy. 


BULLETIN  BOARD 


SPEAKERPHONE 
A  KNACK  FOR  THE  MAC 

A  number  of  readers  have 
taken  me  to  task  for  implying 
in  my  Feb.  10  column  that  the] 
Global  Village  TelePort  33.6 
Speakerphone  is  a  Windows- 
only  product.  Global  Village 
(800  329-9675),  long  the 
leading  supplier  of  modems 
and  communications  software 
to  the  Macintosh  market, 
indeed  offers  a  $250  Mac  ver- 
sion. The  Macintosh  model, 
like  its  Windows  sibling,  can 
be  used  even  when  the  pc  it  ii 
attached  to  is  turned  off.  The 
Mac  offering  comes  with 
Global  Village's  CallCenter 
voice-mail  software. 

SCANNER 
NETWORK  NEWS 

You  can  share  printers,  disks, 
or  modems  over  a  network 
fairly  simply.  But  until  now, 
scanners  have  been  a  chal- 
lenge. The  $895  NetScan  fron 
Kofax  Image  Products  (714 
727-1733)  can  make  your 
Hewlett-Packard  ScanJet 
available  to  everyone  on  a 
Novell  NetWare  network.  How 
does  it  work?  A  person  logs 
into  the  NetScan,  then  enters 
a  code  number  (usually  a 
phone  extension)  for  the 
recipient.  The  document  is 
scanned,  then  dispatched  vi 
Lotus  cc:Mail  or  Microsoft 
Mail.  I  found  that  while  the 


system  did  a 
good  job  on  documents,  it 
was  less  satisfactory  on  pic- 
tures, with  contrasts  too 
sharp.  Kofax  is  developing  a 
version  of  the  product  for 
Windows  NT  networks. 


QUESTIONS?  COMMENTS?  E-mail  tech&you@businessweek.com  or  fax  (202)  383-2125 
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Television's  #1 
)aily  Business  News  Program. 


NIGHTLY 
BUSINESS 


REPORT 


Weeknights 
on  your  local 
Public 
Television 
Station 


INTRODUCING  A  SINGLE  ACCOUNT 


THAT  GIVES  YOU  THE  GUIDANCE  AND  TOOLS 


TO  CONTROL  ALL  YOUR  FINANCES. 


THE  JUNGLE  JUST  GOT 

A  LITTLE  LESS  FRIGHTENING. 


THE  LION  ACCOUNr 

-from  Dreyfus  ~ 


Start  to  plan  your  future.  Take  advantage  of  Dreyfus  Advice 
and  Guidance'  a  personal  financial  planning  service  available 
through  the  new  Lion  Account."  With  one  call  you  can  get 
ongoing  access  to  advice  as  well  as  educational  materials. 
Just  one  way  the  Lion  Account  offers  you  the  tools  to  reach 
your  goals  and  the  power  to  control  all  your  finances. 
Call  I-80O-THE  LION  ext.  4269,  stop  by  a  Dreyfus 
Financial  Center  or  visit  our  website  at  www.dreyfus.com. 


RULE 

YOUR 

KINGDOM 


HOW  TO 
BECOAAE  AM 
OVERMIOHT 
SUCCESS, 
IM  OMLY 
FIVE  SHORT 
YEARS. 


January  10,  1992: 
Chrysler  introduces  new  Jeep.  Grand  Cherokee. 
Foreshadovjiiig  the  impact 
Grand  Cherokee  will  have  on  car  buyers, 
Chrysler  President  Bob  Lutz  unveils 
it  by  driving  up  the  steps  and  through  a  plate 
glass  vjindow  into  the  North  American 
International  Auto  Shoiv  in  Detroit. 


October  30,  1996: 
For  the  second  consecutive  year,  the 
Car  and  Driver  "Ten  Best  List" 
includes  multiple  Chrysler  Corporation 

vehicles:  Chrysler  Tozvn  &  Country, 
Dodge  Caravan,  and  Plymouth  Voyager 

minivans  are  honored  along  with 
Chrysler  Cirrus,  Dodge  Stratus,  and  the 
neiL-  1997  Plymouth  Breeze. 


October  4,  1996: 
Chrysler  Corporation 
reports  that  the  1996 
model  year  was  the 
most  successful  in  the 
Company's  72-year 
history,  with  a  record 
2,407,700  vehicles  sold. 


April  23,  1996: 
Strategic  Vision  releases 
Total  Quality  Aivard^"'  wi> 
for  "Best  Ozvnership  Experu 
Winning  their  categoric 

Dodge  Intrepid, 
Chrysler  Town  &  Counti 
Jeep  Grand  Cherokee, 
and  Dodge  Ram  Pickup 


How  do  you  turn  the  automotive  world  on  its 
collective  ear?  All  it  takes  is  innovative  products. 
And  inspired,  passionate  people  to  design  them. 


And  relentless  perfectionists  to  engineer  them.  Jil 
world-class  facilities  in  which  to  develop  thjij 
And  dedicated  craftspeople  to  build  them,  pi 

fAhcays  zcear  your  seal  belt.  Jeep  is  a  registered  imdcii, 


Visit  our  World  Wide  Web  site  at  http://www.chrvslercorp.coni.  or  call  toll-free  1-888-GREATCARS. 

3^,6.^2  Oiiober-.Mm-eniher  iietc  vehicle  buyers  of  200-pbis  models  aflcr  tlic  firsl  90  days  of  meiiersliip. 


Irhniarv  20,  1992: 
Lhidcr  ilic  leadership  of  Chief  Engineer 
Francois  Castaing,  Chrysler  celebrates  one 
year  of  working  in  platform  teams,  multi- 
disciplinary  groups  brought  together  for 
more  innovative,  responsive  automaking. 


SeptendKr  /S,  1992: 
A  nezu  automotive  architecture 
is  born  as  Chrysler  introduces 
cab-fonvard  design  in  all-new 
Chrysler  Concorde,  Dodge 
Intrepid,  and  Eagle  Vision. 


January  6,  1993: 
New  Dodge  Ram  Pickup 
changes  the  rules  with  its 
aggressive  styling  and 
Magnum  VI 0  engine. 
It 's  the  most  pozverful 
engine  ever  in  a  pickup. 


July  15,  1992: 
Platform  team  reads 
letters  from  minivan 
owners  asking,  "Why  not 
put  a  sliding  door  on  the 
driver's  side  too?" 


November  6,  1993: 
The  new  3.5  million  square  foot,  SI  billion  Chrysler  Technology  Center  is 
now  home  to  7,000  employees,  with  state-of-the-art  facilities  to  promote 
breakthroughs  in  design,  engineering,  safety,  and  manitfacturing. 


March  10,  1995: 
Redesigned  Chrysler,  Plymouth,  and  Dodge  minivans 
reach  dealerships  with  features  including  dual  front  air  bags^ 
optional  dual  sliding  doors,  and  Easy  Out  Roller  Seats.'" 


March  6,  1994: 
Leaders  from  Chrysler  and  the 
United  Automobile  Workers  convene 
in  Orlando  for  annual  conference 
on  quality  improvement.  Very  feiv 
attendees  return  with  suntans. 


GREAT  CARS. 
GREAT  TRUCKS. 

^CHRYSLiR  CORPORATION 


d  professionals  to  sell  them.  Once  you've  got  all 
record  sales  and  third-party  accolades  just 
:  your  way.  Anybody  can  do  it.  Right? 


Corpomlion.  'Slralegic  Vision's  1996  Vehicle  Experience  Study™  surveyed 


Economic  Trends 


ill 


BY  GENE  KORETZ 

BIG  PAYOFFS 
FROM  LAYOFFS 

How  the  largest  downsizers  fared 

As  America's  sixth  year  of  expansion 
draws  to  an  end,  it's  cleai*  that  cor- 
porate restinctuiing  and  downsizing  are 
still  in  high  gear.  According  to  outplace- 
ment fiiTn  Challengei;  Gray  &  Cliiistmas 
Inc.'s  tally  of  big  companies'  planned  lay- 
offs, some  43,595  cuts  were  announced 
in  Januai-y.  While  that's  55%  less  than 
the  total  a  year  eai'lier — when  AT&T  un- 
veiled plans  to  shed  some  40,000  work- 
ers— it's  up  12%  fr'om  Januaiy,  1995,  and 
is  the  second-largest  figui'e  in  12  months. 

Meanwhile,  downsizing  remains  a  hot- 
button  issue.  American  Management 
Assn.  sui"veys,  for  example,  indicate  that 
many  downsizers  show  scant  improve- 
ment in  profits  and  productivity  (BW — 
Nov.  25).  Yet  as  economist  W.  Michael 

SHRINKING  PAYROLLS 
AND  RISING  PRODUCTIVITY 

TOP  10  CORPORATE  JOB  CUHERS 

PERCENT  CHANGE  1990  TO  1995 


IN  EMPLOYEES     IN  PRODUCTIVITY* 


DIGITAL  EQUIPMENT 

-50.2% 

-h82.0% 

MCDONNELL  DOUGLAS 

-47,5 

+43.2 

GENERAL  ELECTRIC 

-25.5 

+38.0 

KMART 

-32.4 

+37.1 

GTE 

-31.2 

+35.3 

IBM 

-32.5 

+32.5 

GENERAL  MOTORS 

-6.9 

+23.4 

GENERAL  DYNAMICS 

-71.7 

+5.7 

BOEING 

-35.1 

-6.6 

SEARS 

-40.2 

-9.8 

10-COMPANY  TOTAL 

-29.1 

+27.9 

'Real  (inflation-adjusted)  sales  per  employee 

DATA;  FEDERAL  RESERVE  BANK  OF  DALLAS 

Cox  of  the  Federal  Reserve  Bank  of  Dal- 
las notes  in  a  recent  study,  although  com- 
panies shed  some  17.4  million  workers 
from  1990  to  1995,  the  economy  has  man- 
aged to  replace  those  jobs — and  add  11 
million  more.  "Employers  must  have 
been  doing  something  right,"  he  says. 

As  proof,  Cox  and  Richard  Alin  of  the 
Dallas  Fed  point  to  the  track  records  of 
the  10  largest  downsizers  in  the  1990- 
1995  period  (table).  Altogether,  the  group 
jettisoned  almost  850,000  workers  over 
that  period,  they  report.  And  the  gi'oup's 
collective  output — measui-ed  by  inflation- 


adjusted  sales — declined  by  nearly  10%. 

But  the  key  point  is  that  as  the  10 
companies  shed  some  29%  of  theii-  work-, 
ers,  productivity  or  output  (real  sales) 
per  worker  surged  by  nearly  28%,  or 
5.6%  a  year  That  compares  with  an  an- 
nual per-worker  productivity  gain  of  only 
1.5%  for  the  economy  as  a  whole. 

The  bottom  line  is  that  most  dovm- 
sizers — including  Seai-s,  Roebuck  &  Co. 
and  Boeing  Co.,  the  two  whose  produc- 
tivity lagged — posted  hefty  profit  and 
stock-price  hikes.  "Although  dismissed 
workei-s  undeiwent  hai'dships,"  says  Cox, 
"most  of  the  companies  emerged  from 
downsizing  more  competitive  than  be- 
fore and  thus  able  to  provide  gi'eater  se- 
curity to  their  remaining  workers." 


DOING  WELL 
BY  DOING  GOOD 

Apartheid  boycotts  boosted  stocks 

A common  view  is  that  companies  or 
fund  managers  that  let  moral  or  so- 
cial criteria  influence  their  investment 
decisions  are  abrogating  their  responsi- 
bility to  shai-eholdei-s.  That's  because  such 
actions  will  tend  to  lessen  rates  of  retiuTi 
and  hiu-t  stock  market  perfonnance. 

It's  important  to  note,  however,  that 
sometimes  social  pressures  can  enhance 
investment  decisions.  In  a  study  in  Con- 
tempomnj  Economic  Policy,  economist 
Judith  F.  Posnikoff  of  California  State 
Univei'sity  at  Fullerton  analyzes  stock 
market  reactions  to  corjjorate  annoimce- 
ments  of  disinvestment  in  South  Africa 
from  1980  to  1991— a  period  when  U.  S. 
companies  were  under  intense  pressure 
from  pension  funds  and  municipalities  to 
stop  doing  business  with  that  nation. 

Focusing  on  40  companies  whose 
planned  pullouts  fi-om  South  Africa  were 
r-eported  in  the  national  press,  Posnikoff 
found  to  her  surprise  that  their  share 
]3rices  tended  to  appreciate  in  the  two  or 
three  days  suri-ounding  the  announce- 
ments. That  is,  relative  to  both  the  broad 
stock  market  and  their  ovm  jjerfonnance 
over  the  previous  year,  the  stocks  pro- 
duced "abnomially  positive"  returns. 

Why  did  the  {presumably  efficient  stock 
market  applaud  such  moves?  Posnikoff 
notes  that,  at  the  same  time  that  U.  S. 
companies  operating  in  South  Africa  were 
under  pressui'e  to  get  out.  South  Africa 
itself  was  torn  by  rising  violence  and 
economic  malaise.  "It  was  a  case,"  she 
theorizes,  "where  social  pressures  height- 
ened both  companies'  and  the  stock  mai'- 
ket's  awareness  of  an  increasingly  omi- 
nous economic  outlook." 


SPENDING  MORE ! 
AND  SAVING  MORf, 

Why  U.S.  growth  may  stay  strong  i ' 

Since  rising  personal  consumptioti 
counted  for  nearly  half  of  the  ecoi ' 
my's  spectacular  4.7%  growth  last  iiu, 
ter,  many  forecasters  expect  consuim 
to  retrench  in  the  quarters  ahead.  1 
economist  William  V.  Sullivan  Jr.  of  Di 
Witter  Reynolds  Inc.  notes  that  1 
fourth  quarter's  consumption  surge 
tually  coincided  with  a  significant  builc 
in  household  financial  liquidity.  te> 
Indeed,  in  December,  household  s;  loo 
ings  were  up  a  record  .$25  billion  or  ei 
over  their  thii"d-cjuaiter  level.  As  a  res  'j,, 
the  personal  savings  rate  hit  5.4%  of  ( 
posable  income,  its  highest  reading  sii  ^ ; 
the  decade  began.  Although  saving  1 ' 
been  trending  higher  in  recent  yea*' 
Sullivan  figiu-es  that  its  latest  spike  co  jf  ' 
well  imwind  a  bit  in  the  months  ahead 
it  does,  spending  and  economic  grov  f 
could  prove  a  lot  stronger  than  ma  Jf, 
forecasters  are  expecting. 


RUSSIA  SAYS  m: 

TO  PARENTHOOD 

The  nation's  birthrate  is  way  dov 


I 


ASHARPDECUNI 
IN  FERTILITY 


Jtai 


The  gi'avity-defying  performance 
Russia's  stock  market,  which  pos 
a  38%  rise  in  Januaiy  on  top  of  a  15 
gain  last  year,  would  appear  to  sugg 
that  things  are  looking  up  in  that  ha  f  ta 
pressed  land.  Judging  by  Russia's  po  ensj 
lation  statistics,  however,  its  citizi 
haven't  yet  gotten  the  message. 

Demogr-aphei-  Caii  Haub  of  the  Po  j^, 
lation  Reference  Bureau  reports  i  ' 
Russia's  total  fertility  rate  fell  in  11 
to  1.3  births  per  woman,  its  low 

recorded  level  and   

far  below  the  pop- 
ulation-replace- 
ment level  of  2.1. 
While  that's  com- 
parable to  ciurent 
rates  in  Gennany 
and  Italy,  fertility 
decisions  in  those 
countries  reflect  a 
desii'e  to  maintain 
high  living  stan- 
dards. By  conti-ast, 
Rus.sian  couples, 
says  Haub,  seem 
to  be  reacting  to  a 
big  drop  in  living 
standards  and  waning  economic  hop 


▲  AVERAGE  BIRTHS  PER  WOI| 
DATA:  POPUUTION  REFEREI 
BUREAU 
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JAMES  C.  COOPER  &  KATHLEEN  MADIGAN 


lORE  JOBS  +  MORE  PAY  =  NO  INFLATION: 
>  THE  MATH  RIGHT? 

'  far,  yes.  But  pressure  from  the  labor  markets  could  change  that 


us.  ECONOMY 


FACTORIES  ARE 
STARTING  TO  HIRE 

MANUFACTURING 
PAYROLLS  
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ILLIONS  OF  WORKERS 

DATA:  LABOR  DEPT 


As  irritating  as  a  telemar- 
keter's pitch  or  as  soft  as  a 
^rammer's  keystrokes,  the  sounds  of  work  are  filling 
;es  and  factories.  They're  also  echoing  through  the 
looks  for  economic  growth,  inflation,  interest  rates, 
even  the  federal  budget. 

Companies  added  a  gi'eater-than-expected  271,000 
•kers  to  their  payrolls  in  January,  and  factory  jobs 
i  for  the  fourth  month  in  a  row  (chart).  A  record 
centage  of  people  are  in  the  labor  force,  and  a 
)rd  number  of  them  have  jobs. 

However,  the  steady  accel- 
eration in  wage  growth  indi- 
cates that  the  economy  is 
starting  to  mn  short  of  skilled 
labor.  Until  this  yeai',  strong 
job  growth  wasn't  a  problem 
given  the  slack  that  existed  in 
the  laboi'  mai'kets  and  in  pi"o- 
duction  capacity.  Now,  contin- 
ued job  gains  bolster  the  ar- 
gument that  a  strong  economy 
and  labor-market  tightness  will 
jrate  sufficient  concern  about  futui'e  inflation  to  foi'ce 
Federal  Resei-ve  to  raise  interest  rates  this  year 
0  far,  the  data  do  not  provide  Fed  Chairman  Alan 
enspan  &  Co.  vdth  a  smoking  gan  that  would  justify 
ange  in  policy.  Productivity  is  offsetting  some  of  the 
gains.  The  strength  of  the  dollar,  along  with  the 
ty  valve  of  excess  global  capacity,  is  also  diverting 
e  U.  S.  price  pressures.  But  with  the  economy  in 
y  1997  appearing  to  have  retained  a  great  deal  of 
yearend  momentum,  these  offsets  are  very  close 
eing  overpowered. 

;  JANUARY  EMPLOYMENT  REPORT  sent  mixed 

als  about  first-quarter  economic  growth.  But  the 
bled  message  largely  reflects  January's  weather 
the  vagaries  of  the  Labor  Dept.'s  seasonal-adjust- 
t  process.  The  weakest  part  of  the  report  was  a  42- 
ate  plunge  in  the  average  workweek,  to  34.1  hours, 
huge  snowfalls  and  flooding  across  parts  of  the 
!.  during  Labor's  survey  week  kept  businesses 
ad  or  prevented  people  from  getting  to  work, 
t  the  same  time,  payrolls  were  overstated  because 
weeks  elapsed  between  survey  periods  instead  of 
usual  foim  Also,  severe  winter  storms  in  January, 
i,  led  this  year's  seasonal  adjustment  to  expect  few- 


CLAIMS  RETURN  TO 
FALL'S  LOW  LEVEL 

365   

FIRST-TIME 
355  -JOBLESS  CUIMS- 

FOUR-WEEK 
345  -  MOVING  AVERAGE^ 


Ql  I  I  I  I  I  I  I  I  I  I  I  I  II  I  I  I  I  I  I  I 

SEPT  7,  '96  FEB.  1.  '97 

▲  THOUSANDS 
DATA  LABOR  DEPT ,  BUSINESS  WEEK 


er  workers,  thus  exaggerating  the  rise.  Labor  officials 
said  the  exaggei'ation  was  concentrated  in  temporary- 
help  services  but  that  the  overall  payroll  effect  was 
no  more  than  50,000,  which  still  leaves  a  sti'ong  gain. 

Ultimately,  the  February 
and  March  reports  will  better 
characterize  the  first-quarter 
job  market,  and  they  will  like- 
ly evince  the  economy's 
strength.  First,  February 
weather  has  been  milder,  so 
the  wor'kweek  is  sur'e  to 
bounce  back,  pulling  up  total 
hour's  wor'ked  and  weekly  pay, 
both  of  which  fell  in  January. 

In  addition,  the  unemploy- 
ment rate,  which  ticked  up  to  5.4%  in  January  from 
5.3%  in  December;  is  set  to  fall,  perhaps  even  below  the 
six-year  low  of  5.2%  it  hit  last  fall.  By  early  February, 
new  claims  for  jobless  benefits,  a  leading  indicator  of 
unemployment,  have  returned  to  the  low  levels  of  1996, 
after  being  boosted  by  an  auto  strike  and  bad  weather 
(chart).  Also,  the  rate  tends  to  lag  behind  economic 
growth,  and  it  has  not  yet  shown  the  impact  of  the 
yearend  1996  speedup. 

Moreover,  the  January  uptick  in  the  jobless  r'ate  oc- 
curred because  the  healthy  job  mar-ket  is  dr-avring  more 
people  into  the  labor  force,  which  posted  the  largest 
monthly  increase  in  2'/>  years.  Some  85%  of  the  en- 
trants quicldy  found  jobs.  Right  now,  the  labor  for-ce  is 
growing  faster-  than  the  adult  population.  That's  obvi- 
ously a  temporary  situation,  as  is  the  resulting  boost  in 
the  jobless  rate. 

DESPITE  ALL  THIS,  Wall  Street  seemed  soothed  by 
the  January  job  data.  It  took  particular  solace  in  the 
noninflationary  implications  of  the  sHm  0.1%-  incr-ease  in 
hourly  earnings,  to  $12.06.  Prior  to  the  r-eport's  re- 
lease, the  bond  mar-ket  had  been  bracing  for  a  bigger 
advance  in  wages.  But  even  so,  wages  are  still  up 
3.8%  in  the  12  months  ended  in  January,  and  that's  a 
six-year  high.  Manufacturing  pay  was  up  3.4%,  while 
wages  in  the  huge  service  sector  increased  by  4%-. 

The  split  in  wage  friends  could  throw  a  wr-ench  into 
any  low-inflation  forecast.  That's  because  ser-vice  prices 
will  be  more  resistant  to  downward  pressures  than 
goods  prices.  One  reason  is  less  competition  from  im- 
ports, a  big  offset  for  goods  inflation  given  the  dol- 
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lar's  strength.  The  second  reason  is  that,  by  definition, 
services  are  labor-intensive,  so  rising  wages  translate 
more  quickly  into  service  piices. 

That  is,  of  coiu'se,  unless  pi'oductivity  gains  offset  the 
pay  raises  and  restrain  unit  labor  costs.  But  is  that  hap- 
pening? Output  per  hour  worked  in  the  nonfarm  sector 
grew  at  a  healthy  annual  rate  of  2.2%  in  the  fourth 
quarter  after  no  change  in  the  third.  Unit  labor  costs, 
meanwhile,  rose  just  1.4%  on  top  of  a  3.3%  sui'ge  in  the 
third  quarter.  Over  the  course  of  1996,  productivity 
advanced  1.2%,  while  unit  costs  rose  2.4%. 

Wliile  the  fourth-quarter  productivity  numbers  look 
good,  the  Labor  Dept.  also  says  that  over  the  past 
four  years,  productivity  grovrth  has  been  anemic.  That 
weakness  simply  does  not  jibe  with  the  massive  in- 
vestment in  more  efficient  high-tech  equipment  of  re- 
cent yeai's  or  with  reports  of  stellar*  profit  gains.  Semce 
productivity  seems  to  be  especially  hard  to  quantify, 
vdth  the  data  on  financial  services  particularly  dodgy. 
Because  of  the  gi-owing  skepticism  about  the  data,  the 
bond  market  ignored  the  productivity  report. 

LIKEWISE,  WALL  STREET  tm^ed  a  cold  shoulder  to 
the  Wliite  Houses  Feb.  6  budget  proposals  for  fiscal 
year  1998  and  beyond — and  with  good  reason.  After 
having  their  high  hopes  dashed  last  year,  the  markets 
have  taken  a  "show  me  the  money"  attitude  this  year. 
But  Washington  is  already  off  to  a  bad  start.  The 


BRAZIL 


THE  WHITE  HOUSE'S 
BUDGET  ASSUMPTIONS 

'97      '98  '99-'02 


REAL  GDP 


2,0-«  2.0%  2,3'^; 


CPIINFUTION    2.6     2.7  2.7 


UNEMPLOYMENT  5.3     5,5  5.5 


White  House  blueprint  fails  to  address  the  long-tern 
problems  of  entitlements,  which  are  increasingly  oi 
the  bond  market's  mind,  and  it  puts  off  tough  spend 
ing  cuts  until  about  the  time  Al  Gore  will  presumably, 
begin  his  run  for  the  Presidency.  | 

Also,  the  budget's  underly- 
ing economic  forecast,  while 
not  wildly  unbelievable,  is  at 
least  inconsistent  (table).  The 
Clinton  Administration  as- 
sumes that  short-term  inter- 
est rates  will  fall  from  5%  in 
1997  (which,  by  the  way,  as- 
sumes no  Fed  tightening  this 
year)  to  4%  in  2002,  but  that 
inflation  will  hold  steady  at 
2.7%.  This  implies  falling  real 
interest  rates  in  an  economy  expected  to  grow  at 
solid  2.3%  per  year.  That  is,  the  forecast  implies  tha 
the  Fed  will  be  exceptionally  accommodating  for  n 
apparent  reason. 

President  Clinton's  budget  plan  reKes  on  the  win-wir|f( 
vrin  scenario  of  strong  growth,  low  inflation,  and  low  ii; 
terest  rates  all  the  way  to  2002.  But  central  to  thsj 
view  is  the  Administration's  belief  that  the  currer''*' 
low  unemployment  rate  is  noninfiationary.  Given  tW"'' 
way  job  growth  and  wage  gains  are  starting  199lft 
that's  a  big  gamble.  pi 
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WALKING  THE  TIGHT-MONEY  TIGHTROPE 


Brazil's  stop-and-go  economy  is 
set  to  slow  again.  As  in  most 
of  Latin  America,  growth  acceler- 
ated in  1996  after  the  Mexican-led 
recession  of  1995.  But  because  of 
Brazil's  strong  cmrency,  rapid 
gTowth  is  drawing  in 
imports,  ballooning"  the 
trade  deficit.  The  gov- 
ernment's task  in  1997 
and  1998  will  be  to 
contain  the  trade  gap 
by  limiting  domestic 
demand  with  tight 
monetary  poUcy  while 
continuing  to  imple- 
ment spending  refomns 
aimed  at  cutting  the 
government  deficit  from  4.5%  of 
gross  domestic  product. 

That's  risky.  First,  fiscal  i-eform 
all  but  ground  to  a  halt  last  year, 
and  1997  will  offer  only  a  small 
window  of  opportunity  before  the 
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government  begins  to  refocus  poli- 
cy on  the  1998  elections.  Plodding 
pr-ogTess  vdll  try  the  patience  of 
foreign  investor's.  Second,  tight 
monetary  policy  will  place  further 
stress  on  the  banking  system.  And 
third,  the  combination 
of  fiscal  reform  and 
tight  money  will  in- 
crease unemployment, 
which  could  erode  do- 
mestic support  for  the 
real  stabilization  plan, 
the  spine  of  President 
Fernando  Henrique 
Cardoso's  economic 
policy. 
The  1994  plan, 
which  links  the  Brazilian  real  to 
the  U.S.  dollar,  has  eUminated  hy- 
perinflation and  cut  price  gr-owth 
to  a  46-year  low  of  10%  in  1996, 
vdth  single  digits  expected  for 
1997.  However,  the  ciuTent  ac- 


count deficit  surged  37%  last  year, 
to  $24  billion.  It  was  the  widest 
gap  in  13  years,  mainly  reflecting 
a  record  trade  deficit  (chart). 

However,  Brazil  is  not  Mexico, 
and  the  risk  to  the  real  is  small. 
The  current  account  deficit  is  only 
3.3%  of  GDP,  and  Brazil  has  $60 
billion  in  international  reser-ves, 
not  all  of  which  is  hot  money.  For- 
eign dir-ect  investment  in  plants 
and  equipment  rose  to  a  record 
$9.2  billion  in  '96.  Also,  the  gov- 
ernment is  willing  to  limit  imports 
by  suppressing  domestic  demand 
in  '97 — most  likely  with  credit 
controls  instead  of  rate  hikes. 

Moreover,  chances  for  reform 
are  good,  vrith  Cardoso's  reelec- 
tion prospects  looking  br'ight. 
Also,  the  recent  election  of  Michel 
Temer  to  Speaker  of  the  lower 
house  of  Parliament  gives  Car- 
doso a  powerful  ally  in  his  efforts. 
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TRADE 


WHO'S  AFRAID 
OF  THE  DOLLAR? 

The  buck  is  soaring,  but  U.  S.  companies  keep  competing  I 


It  was  totally  predictable.  With  the 
dollar  up  7%  against  the  Japanese 
yen  and  9%  against  the  German 
mark  since  the  stait  of  the  year — on 
top  of  a  steady  rise  that  began  in  mid- 
1995 — Detroit  executives  started  wailing 
about  the  advantages  being  handed  to 
Japanese  rivals.  Then-  proof:  Honda  Mo- 
tor Co.  and  Toyota  Motor  Corp.  racked 
up  record  January  sales  in  the  U.  S. 
"There's  only  one  cloud  on  our  horizon, 
and  it's  the  growing  undervaluation  of 
the  Japanese  yen,"  G.  Richard  Wagoner 
Jr.,  president  of  Genei'al  Motors  Corp.'s 
North  American  Operations  declared  in 
early  Febioiary. 

Instead  of  inspiring  a  chorus,  how- 
ever, gm's  lament  is  sounding  more  and 
more  like  a  solo.  Where  Corporate 
America  was  once  quick  to  band  to- 
gether to  beat  up  Washington  about  a 
rising  dollar,  this  time  there's  no  up- 
roar. Years  of  restructming  and  experi- 
ence in  the  cuirency  wars  have  taught 
U.  S.  exporters  how  to  cope,  even 
thrive,  with  a  strong  dollar.  These  days, 
even  some  Detroit  executives  acknowl- 
edge as  much.  The  dollar  "is  not  as 


much  a  concern  as  five  or  six  years  ago, 
when  our  competitive  situation  was 
worse,"  says  Chrysler  Vice-Chairman 
Robert  A.  Lutz. 

How  did  U.  S.  industry  insulate  itself 
against  a  dollar  shock?  For  starters, 
the  U.  S.  continues  to  run  up  impres- 
sive productivity  gains  that  make 
American  goods  more  competitive, 
blunting  the  effects  of  currency  fluctu- 
ations. On  Feb.  11,  the  Labor  Dept. 
reported  that  manufacturing  produc- 
tivity I'ose  3.8'7(-  in  1996. 
INSULATION.  Improved  efficiency  is  just 
one  of  the  defenses  against  the  effects  of 
the  strong  dollar  Another:  Increasingly, 
U.  S.  exports  fall  into  such  hot-gi'owth 
categories  as  software,  services,  or  en- 
tertainment progi'amming.  With  demand 
for  such  output  growing  around  the 
globe — and  the  position  of  U.  S.  suppli- 
ers so  strong — the  dollar  is  hardly  a 


factor.  "We're  blessed  with  stron^ft; 
growth,"  says  Gregory  B.  Maffei,  treses 
surer  at  Microsoft  Corp.,  which  drawpl 
some  55%  of  its  sales  ft'om  overseas, 

U.S.  multinationals  are  also  avoidinWi 
the  dollai'  shock  by  moving  more  opei 
ations  offshore.  That's  the  strategy  z 
Lancaster  fPa.)-ba.sed  Armstrong  Worl 
Industries  Inc.,  a  $2.1  billion  maker  (ff! 
floor  and  ceiling  products.  It  has  built 
clutch  of  new  plants  in  Eiu'ope  and  Asi 
to  "insulate  ourselves"  from  currenc 
shifts,  says  Chief  Financial  Officelt! 
Frank  A.  Riddick.  So  he's  not  con 
plaining  about  a  dollar  that  has  no 
cliinbed  54%  against  the  yen  and  23%  fiif! 
relation  to  the  Gennan  mark  fi'om  pes 
war  lows  in  1995.  But  he  is  enjoyin 
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Ford  Mondeo. 


LEANER,  MEANER  To  a  surprising  degree,  U.S.  companies 

taking  the  21-month  surge  in  the  U.S.  dollar  in  stride — p. 
because  they're  operating  differently  than  they  did  in  the 
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;  advantage  he  figui'es  Anristroiig  has 
jr  competitors  trying  to  export  from 
S.  factories. 

Another  happy  American  abroad  is 
lited  Technologies  Corp.  Some  83% 
the  company's  $710  milHon  gain  in 
'enue  last  year  came  from  exports 
i  overseas  sales  made  by  foreign- 
ied  operations.  Its  hot  businesses  in- 
de  orders  for  infi'astructure  goods  in 
ia  and  jet  engines  in  Europe. 
An  even  surer  way  to  cut  your  cur- 
icy  risk  is  to  move  into  developing 
rkets — especially  those  with  cuiren- 
3  tied  to  the  dollar.  Popular  destina- 
is  include  Latin  America  and  Thai- 
d.  Mexico  is  another 
'at  place  for  U.  S.  ex- 
ters:  Despite  a  weak 
nomy,  it  increased 
•chases  of  U.  S.  goods 
about  40%  last  year. 
lOYANT."  How  long 

this  go  on?  There's 

question  that  a 
adily  rising  buck  wall 
jin  to  bite  at  some 
at.  That's  one  reason 
3.  Ti-easury  Secre- 
y  Robert  E.  Rubin 
pped  out  on  Feb.  7 
say  that  the  dollar's 
;  had  gone  far 
lugh — and  lined  up 
Group  of  Seven's  Fi- 


ROBUST 


Productivity 
gains,  new 
markets,  and  a 
high-tech  focus 
are  insulating 
multinationals 
against  currency 
fluctuations 


nance  Ministers  to  back  him  two  days 
later. 

So  far,  their  declarations  haven't  had 
a  decisive  effect.  On  Feb.  12,  the  dollar 
rose  to  1.24  yen  and  touched  1.69  marks 
— a  33-month  high — before  easing  back. 
And  the  central  bankers  may  find  it  will 
take  more  than  talk  to  counter  the 
forces — in  particular,  a  robust  U.  S. 
economy — that  are  exerting  upward 
pressui-e  on  the  dollar  (page  36).  At  the 
same  time,  there's  little  reason  to  expect 
a  jump  in  the  yen  or  mark.  Gennan  un- 
employment rose  in  Januaiy  to  its  liigh- 
est  level  in  64  years.  Japan's  economy 
has  been  the  weakest  in  the  industrial- 
ized world  for  the  past 
five  years.  "No  matter 
what  the  G-7  or  Rubin 
says,  the  dollar  is  going 
to  remain  buoyant,"  pre- 
dicts Mark  Zandi,  chief 
economist  with  Region- 
al Financial  Associates 
Inc.  in  West  Chester,  Pa. 

So  U.  S.  businesses 
wiW  live  with  it.  That's 
the  agenda  for  Ki'is 
Bhasin,  the  chief  financial 
officer  at  Picker  Interna- 
tional Inc.  Although 
Cleveland-based  Picker 
does  half  its  business  in 
Asia  and  Eiu'ope,  Bhasin 
says  the  buck  hasn't  huit 


sales  of  Picker's  cat  scanners  and  other 
X-ray  geai'.  He's  predicting  a  15%  gain  in 
exports  this  year.  "Everybody  gets 
overexcited  about"  the  strong  dollar,  he 
says. 

Still,  there's  no  way  to  completely 
avoid  a  currency  hit.  With  60%  of  its 
sales  overseas,  ibm  is  feehng  its  bot- 
tom line  squeezed  as  foreign  sales 
translate  back  into  dollars.  Even  though 
Big  Blue  has  massive  manufacturing 
and  marketing  operations  ai'ound  the 
world,  it  still  sacrificed  $326  million  in 
earnings  in  1996  to  currency  transla- 
tion. And  analysts  are  bracing  for  more: 
Predicting  currency  losses  of  as  much 
as  $2.7  billion  this  year,  analysts  are 
cutting  IBM  earnings  estimates,  plimging 
its  stock  to  around  145  on  Feb.  12. 
Even  mighty  Microsoft  is  keeping  an 
eye  out,  says  Treasurer  Maffei:  "It  has 
the  potential  to  be  a  drag,  a  negative 
on  earnings." 

Despite  the  gains  made  by  Detroit, 
carmakers  remain  the  most  visi- 
bly vulnerable  U.  S.  industry. 
The  Big  Three  lost  thi-ee  points 
of  market  share  to  the  Japan- 
ese in  January  alone,  and  De- 
troit executives  say  the  weak 
yen  now  gives  the  Japanese 
$3,000  to  $5,000  in  pricing 
leeway  per  car  that  can 
be  used  to  cut  sticker 
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AN  ABROAD  U.S.  multinationals  are  re- 
:  overseas  earnings  into  local  operations  and 
into  developing  economies 


SAFE  SECTOR  Increasingly,  U.S. -based  exporters  are  | 
in  businesses  such  as  software,  services,  and  enter-  > 
tainment,  where  currency  fluctuations  have  less  effect  ^ 
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price  or  boost  marketing — or  profits. 

Japanese  auto  makers  say  Detroit 
protests  too  much.  The  real  sources  of 
the  Big  Three's  problems,  they  say,  are 
high  costs  and  a  penchant  for  taking 
profits  rather  than  protecting  share.  GM, 
Ford,  and  Chiysler,  for  example,  have 
all  raised  piices  in  the  U.  S.  by  an  av- 
erage of  $470  per  vehicle  on  '97  models, 
or  2.1%,  according  to  Automotive  News. 


The  Japanese  held  prices  steady.  "The 
yen  seems  like  a  convenient  excuse," 
says  James  Press,  general  manager  of 
Toyota's  Lexus  Div.  "It's  difficult  for  us 
to  understand  why  they  blame  some- 
thing else,  rather  than  fix  the  problem." 

With  the  rest  of  American  business 
coping  so  well  with  the  strong  dollar, 
it's  not  likely  that  the  caiTnakers  will 
get  a  gi'eat  deal  of  sympathy.  The  ad- 


vice fi'om  Picker's  Bhasin:  Get  with  th( 
progi-am.  "Nothing  keeps  you  immun( 
from  the  behavior  of  cmrency,"  he  says 
That  may  just  be  the  price  the  U.  S.- 
including  auto  makers — pays  for  eco 
nomic  success. 

By  Keith  Nmightov  in  Detroit,  ivitl 
Kathleen  Kerwin  in  Chicago,  Pete 
Galuszka  in  Cleveland,  Gail  DeGeoiy> 
in  Miami,  and  bureau  reports 


COMMENTARY 


By  Peter  Coy 

WHY  BOB  RUBIN  CAN'T  REIN  IN  THE  DOLLAR 


Some  things  are  just  unstoppable 
King  Canute  couldn't  stop  the 
tide,  the  Grinch  couldn't  stop 
Christmas,  and  the  sinart  money 
should  be  betting  that  the  Group  of 
Seven  industrial  nations  won't  be 
able  to  stop  the  dollar's  current  rise. 

Not  that  U.  S.  Ti-easury  Secretary 
Robert  E.  Rubin  didn't  try  hard  to 
cap  the  currency  with  his  carefully 
calibrated  remarks  this  month. 
Ti'aders  and  bankers  the  world  over 
got  the  message.  But  Rubin's 
strategy  is  unlikely  to 

With  Japan 
and  Germany 
unwilling  to 
raise  interest 
rates,  the  U.S. 
will  remain  a 
money  magnet 

succeed  for  long  against  the 
forces  pushing  up  the  dollar.  For 
starters,  high  interest  rates  are  still 
luring  money  into  U.  S.  Treasuries: 
10-year  government  bonds  yielded 
6.4%  in  the  U.  S.  on  Feb.  12,  vs. 
5.6%  in  Germany  and  just  2.6%  in 
Japan. 

IN  A  FUWK.  The  gap  is  not  likely  to 
closf  soon.  With  their  economies  in  a 
funk,  neither  Germany  nor  Japan  is 
about  CO  i-aise  interest  rates  or  insist 
too  strongly  on  a  drop  in  the  value 
of  the  dollar.  They  count  on  the 
strong  dollar  to  help  make  their  ex- 
ports inoi-e  attractive.  Even  if  the  G-7 
allies  vvore  willing  to  move  beyond 


talk  to  selling  dollars  from  govern- 
ment reserves,  the  dollar  rally  would 
very  likely  continue — at  least  until 
interest  rates  converge  so  the  U.  S. 
is  less  of  a  money  magnet.  And  there 
is  considerable  resistance  to  cutting 
rates  in  the  U.  S.  when  the  economy 
is  expanding  at  such  a 
healthy  clip. 

Truth  is, 
the 


currency  is  not 
exactly  in  the  stratosphere. 
Sure,  it's  up  a  lot  against  the  yen 
and  mark.  But  according  to  Men-ill 
Lynch  &  Co.,  the  dollar  rose  just 
3.1%  in  1996  and  2%  so  far  this  year 
against  a  trade-weighted  index  of  20 
countries  that  buy  80%  of  U.  S.  ex- 
ports. Against  Meirill  Lynch 's  index 
of  import  partners'  currencies,  the 
dollar  rose  just  4%  in  1996  and  2.5% 
this  year.  Its  modest  gain  poses  little 
danger  of  choking  off  U.S.  exports. 

Those  who  argue  that  the  dollar  is 
already  overpriced  don't  have  a 
strong  case.  They  point  out  that  the 
U.  S.  is  the  world's  biggest  debtor, 


and  is  running  a  trade  gap  of  about 
$120  billion  a  year.  That's  true.  But 
external  debt  is  shrinking  in  propor- 
tion to  economic  output.  That  means 
the  U.  S.  doesn't  need  to  force  its 
currency  dovm  to  generate  a  trade 
surplus  and  start  paying  off  its  debt. 

Moreover,  the  world's  investors 
continue  to  believe  in  the  long-term 
gi'ovrth  potential  of  the  American 
economy.  Says  University  of  Wash- 
ington economist  Charies  M.  Engel: 
"We  could  be  a  debtor  forever,  as 
long  as  we  pay  the  interest." 
There's  another  reason  to 
expect  the  dollar  to  continue 
its  rise:  The  greenback  is 
still  far  from  "purchasing 
power  parity"  with  other 
major  currencies.  The  theo- 
ry of  purchasing  power 
parity  says  that  currencies 
should  come  into  balance  so 
that  a  can  of  Coke,  say, 
costs  the  same  in  Tokyo, 
Brussels,  and  Frankfurt 
as  it  does  in  Atlanta,  af- 
ter adjusting  for  shipping  and 
other  factors  and  converting  dollars 
into  local  currencies.  That's  clearly 
not  the  case.  Last  year,  the  dollar 
would  have  needed  to  rise  to  175 
yen  to  achieve  parity,  estimates 
DRi/McGraw-Hill. 

Few  people  think  the  dollar  will 
go  that  high.  But,  with  all  due  re- 
spect to  the  G-7,  don't  count  on  its 
sitting  still.  Tellingly,  Merrill  Lynch 
didn't  lower  its  12-month  forecast  for 
dollar  appreciation  after  the  group's 
jawboning.  Instead,  it  raised  it  a  bit: 
to  130  yen  and  1.8  marks.  If  Rubin 
and  company  want  to  stop  this  tide, 
they'd  better  have  a  very  large  sup- 
ply of  teaspoons. 

Coy  is  associate  economics  editor. 
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T  AOL,  MORE  HOLES 
lY  THE  MINUTE 

le  giant  is  scrambling  to  steady 
3  balance  sheet  and  its  stock 


s  America  Online  out  of  the  cyber 
woods?  Not  by  a  long  shot.  Rushing 
to  put  its  busy-signal  customer-ser- 
;e  debacle  behind  it,  the  on- 
e  giant  is  adding  an  average  * 
1,000  modems  a  day  to  recon- 
ct  angi-y  subscribers.  But  its 
ancial  problems  won't  be  as 
sy  to  fix. 
After  taking  a 
issive  $385  mil- 
n  hit  in  the 
ptember  quar- 
America  On- 
e  Inc.  had  been 
ling  analysts  to 
pect  breakeven  re- 
Its  this  quarter.  In- 
;ad,  AOL  says  the 
3t  of  upgrading  its 
twork    will  post- 
ne  profitability  until  '.' 
3  June  quarter — and  '  -  '  ■    .  •  • 
it's  only  if  more  revenue  rolls  in  from 
w  sources,  such  as  advertising  and 
line  transactions. 

If  AOL  can't  keep  to  its  new  timetable, 
once  high-flying  stock  could  plunge 
ew.  AOL  shares  have  bounced  back  to 
)und  34,  from  22K  last  October,  when 
3  accounting  change,  wliich  related  to 
w  the  service  accounted  for  marketmg 
its.  That  essentially  wiped  out  all  the 
napany's  previous  earnings.  Today's 
ice  is  based  on  analyst  estimates  that 
5  company  could  earn  $60  million  or 
)re  for  the  fiscal  year  ending  in  June, 
38— a  forecast  some  analysts  now  feel 
shaky.  "This  is  a  business  that  is  going 
be  enormously  difficult  on  an  operat- 
basis,"  says  Jonathan  H.  Cohen  of 
lith,  Barney  &  Co. 

IRSTY.  aol's  difficulties  have  already 
cen  a  toll  on  its  balance  sheet.  In  the 
icember  quarter,  for  which  aol  re- 
rted  a  $155  million  loss,  cash  on  hand 
:ually  grew  to  $130  million,  thanks  to 
;  many  customers  who  had  prepaid 
•  one-  or  two-year  memberships.  Yet 
L  had  negative  working  capital  of 
33  million.  In  plain  tenns,  that  means 
3  $1.7  billion  company  has  more  bills 
ming  due  than  cash  and  liquid  assets 
hand.  If  aol's  operations  don't  turn 
3  corner  as  promised,  says  Abe  Mast- 
urn  of  money  manager  American  Se- 
rities,  it  could  be  forced  to  raise  cash 
rough  new  bank  loans  or  possibly  a 


stock  offering — which 
would  be  the  company's 
fourth.  "The  worst  time 
to  go  to  the  market  is 
when  you  need  to," 
Mastbaum  notes. 

In  the  meantime,  ana- 
lysts say,  AOL  is  consid- 
ering adding  to  its  coffers  thi-ough  spin- 
offs. One  candidate:  Digital  City,  an 
online  city-guide  sei"vice  Menill  Lynch  & 
Co.  analyst  Lauren  Rich  Fine  figures 
could  be  worth  at  least  $100  million. 

In  the  near  term,  rising  costs  will 
keep  aol's  core  business  in  the  red.  The 
company  is  sci'ambUng  to  lease  .$350  mil- 
lion worth  of  new  equipment  to  nearly 
double  its  network  capacity  by  the  end 
of  April.  When  the  upgi-ade  is  complet- 
ed, it  will  let  aol  carry  more  traffic  on 
its  own  network  at  a  lower  cost  than  it 
pays  to  send  traffic  over 
other  suppUei-s'  systems. 
But  that  leasing  ex- 
pense, combined  with  in- 
creased usage  under  flat- 
rate  piicing,  will  weaken 
gross  margins — one  rea- 
son analysts  now  flgiu'e 
aol  will  lose  up  to  $15 
million  in  the  current 
quarter. 

The  key  to  emerging 
from  the  red  and  stay- 
ing there  will  be  find- 


THAR  SHE  BLOWS 

AOL  must  find  new  sources 
of  revenue  to  have  any 
chance  of  making  a  profit 
next  quarter  as  promised 
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DATA  CREDIT  SUISSE  FIRST  BOSTON 


ing  new  sources  of  income.  In  the  past, 
the  formula  was  to  keep  adding  mem- 
bers— a  strategy  that  aol  can't  aggres- 
sively pursue  at  the  moment.  The  re- 
sult: More  than  ever,  the  company 
needs  to  develop  other  revenue 
streams,  such  as  onHne  advertising  and 
fees  fi'om  electronic  transactions,  to  bol- 
ster cash  flow  and  profits.  One  strategy 
AOL  watchers  say  is  under  consideration 
is  charging  additional  monthly  fees  for 
"premium  channels" — ^just  as  cable  com- 
panies charge  for  channels  such  as  hbo. 
But  that  gambit,  which  could  be  un- 
veiled by  yearend,  might  back- 
fire: Customers  may  see  it  as 
reneging  on  the  flat-rate  pric- 
ing they  signed  up  for. 
EXTRA  EYEBALLS.  Advertising 
and  merchandising  fees  could  be 
a  surer  bet.  This  is  where  the 
soaring  usage  and  thousands  of 
new  customers  drawn  in  by  the 
flat-rate  plan  could  pay  off.  Those 
extra  eyeballs  mean  that  aol  can 
sell  more  ads.  Revenue 
from  other  sources, 
such  as  online  transac- 
tions, is  already  way 
up,  climbing  50%  in 
the  most  recent  quar- 
ter, to  $58.2  million. 
Smith  Barney's  Cohen, 
a  bear  on  the  stock, 
figiu'es  AOL  could  biing 
in  more  than  .$270  mil- 
lion fi"om  these  fees  for 
the  fiscal  year  ending 
in  Jime.  The  take  could 
hit  $510  million  in  fiscal 
1998,  or  about  18%  of 
revenue,  he  figures. 
"We'll  see  the  real  benefit  next  year," 
says  Robert  W.  Pittman,  head  of  aol's 
core  online  service. 

But  the  company  faces  stiff  competi- 
tion for  ad  dollars.  Microsoft  Corp.'s 
reinvigorated  Microsoft  Network  is 
picking  up  steam,  thanks  to  its  glitzy 
new  service  and  a  $100  million  ad  cam- 
paign. Analysts  still  expect  AOL  to 
spend  more  than  $100  million  on  mar- 
keting in  the  current  quarter,  but  the 
company  plans  to  hold  membership  flat 
for  a  few  months.  And  slower  gi-owth 
could  cut  into  any  new 
ad  revenues.  "Nobody 
knows  what  the  adver- 
tising climate  will  be 
next  year,"  says  Peter 
Ki"asilovsky,  a  vice-pres- 
ident at  market  re- 
searcher Arlen  Conunu- 
nications  Inc.  "It's 
risky."  Then  again,  so 
are  nearly  all  the  alter- 
natives AOL  faces. 

By  Amy  Barrett 
in  Washington 
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AT  DISNEY.  GRUMPY 
ISN'T  JUST  A  DWARF 

It's  the  mood  of  shareholders  as  the  annual  meeting  nears 


No  company  puts  more  effort  into 
its  annual  meeting  than  Walt  Dis- 
ney Co.  Mickey  Mouse  and  Minnie 
usually  cavort  in  the  halls  outside,  while 
clips  of  upcoming  Disney  movies  flicker 
on  a  screen  above  the  stage.  And  for 
the  14,000  or  so  shareholders  who  come 
by  car  and  motor  home  to  the  meet- 
ings, which  alternate  between  Orlando 
and  Anaheim,  Calif.,  there's  an  added 
bonus:  a  free  ticket  to  Disneyland  or 
Walt  Disney  World. 

This  year,  when  the  Disney  faithful 
gather  on  Feb.  25  at  Airowhead  Pond 
in  Anaheim,  there  may  be  something- 
new  on  the  progi'am — and  not  scrijjted 
by  Disney.  Questions  fi-om  the  floor  are 
Hkely  to  tm-n  uncharacteiistically  shaip. 
Questions  such  as  what  is  the  company 
doing  to  boost  lackluster  ratings  at  its 
ABC  unit?  And  why  was  fonrier  Presi- 
dent Michael  Ovitz  allowed  to  collect 
an  estimated  $93  million  in  cash  and 
stock  options  for  walking  away  after 
only  a  year  on  the  job?  Then  there's 
Chief  Executive  Michael  D.  Eisner's 
new  10-year  employment  deal,  which 
awaixls  the  54-yeai-old  executive  options 
on  8  million  shares  on  top  of  his  salary 
and  bonus  (table).  The  company  says 
ihe  shares  have  a  hyi^othetical  ciin-ent 
value  of  .$19.5.4  million. 

Suddenly,  Disney  shareholders  are 
asking  tough  questions  about  how  the 
Magic  Kingdom  is  being  run.  In  the 
aftermath  of  Ovitz'  Dec.  27  resigna- 


tion, a  shareholder  rights  group  urged 
stockholders  to  voice  their  displeasure 
by  withholding  their  vote  for  the  five 
Disney  nominees,  including  Roy  E. 
Disney,  Walt's  nephew,  for  board  elec- 
tion at  the  meeting.  Suits  have  been 
filed  in  both  California  and  Delaware  as 
dissident  shareholders 
seek  the  return  of 
some   of  the  Ovitz 
package.     In  mid- 
February,   the  $108 
billion  California  Pub- 
lic Employees'  Retire- 
ment System,  which 
holds  3.5  million  Dis- 
ney shares,  is  expect- 
ed to  join  the  Cahfor- 
nia    suit.    "We  are 
looking  at  the  Disney 
situation  veiy  closely," 
says    CalPERS  CEO 
James  E.  Burton. 

The  lawsuits  allege 
that  Ovitz,  who  they 
claim  was  negotiating 
with  other  companies 
last  year  to  leave 
Disney,  should  have 
been  terminated  "for 
cause."  As  a  result, 
they  argue,  he  should 
not  qualify  for  the 
severance  package  he 
negotiated  when  he 
was  hired,  which  in- 


BUT  SERIOUSLY...:  Eisner  will  hear 
tough  questions  on  pay  packages 

eluded  immediate  vesting  of  3  millio  | 
shares  and  $38  million  in  salary,  bonus! 
es,  and  a  "contract  termination  pajj 
ment."  Says  San  Diego  lawyer  Williai  - 
S.  Lerach,  who  filed  the  California  sul; 
against  Disney:  "It  is  too  much  HoUjj' 
wood,  too  much  aggrandizement  (fi 
power." 

COURT  ALLY.  Eisner's  own  severandSt 
deal  could  also  become  a  contentioii  i» 
issue.  Under  terms  of  the  contrac  pf! 
which  he  signed  on  Jan.  8,  if  Eisner  ija 
forced  out,  or  fired  "without  gooL 
cause,"  he  will  immediately  receive  ji ; 
million  new  Disney  shares.  If  he  staj^v 
on,  they  vest  in  annual  installment  b 
through  2006.  Compensation  expei  lin 
Gi'aef  Ciystal  advised  the  Disney  boar 
on  Eisner's  pay.  But  even  Crystal,  wh  a 
says  he  never  saw  Eisner's  final  coi  jis: 
tract,  says:  "If  I  could  have  tied  hii  [:, 
down  to  a  tree  and  made  him  accenr 
one  thing,  it  would  be  a  smaller  sevei  [ii 
ance  package."  i. 
Both  CalPERS  and  the  Lerach  shan  j-, 
holder  gi'oup  are  said  to  be  considei  ^ 
ing  filing  suit  on  the  Eisner  pay  packa§  ^ 
as  well  (page  120).  Winning  either  su  fei 
won't  be  easy.  Courts  traditionally  gi\  |  ■ 
companies  wide  latitude  when  it  com< 
to  hiiing  and  retaining  key  executive  o'l 
On  Jan.  28,  Disney  asked  the  Delawai  t 
court  to  dismiss  one  of  the  suit  f,: 
arguing  that  "since  Mi".  Ovitz  was  one  <  ^f 
the  industiy's  hottei  jg 
commodities,  it 
hai'dly  sm-prising  thi 
his  employinent  ecu] 
be  secured  only  at 
steep  pnce." 

Indeed,  an  outrigl 
shareholder  revolt  ii  jj, 
n't  hkely  at  Disney  ■  p 
annual  meeting,  (jj, 
anywhere  else.  Eii 
ner,  after  all,  h; 
forged  quite  a  recoi 
in  his  12  years 
CEO — sales  ai'e  up  1! 
fold,  to  $21.2  billio; 
and  the  share  pri( 
is    up    19-fold  I 
around  $77.  But  th)  $ 
won't  stop  the  annu 
meeting  being  almoi 
as  loud  as  the  Mighl 
Ducks   games  thi 
are  played  in  thi 
arena. 

By  Ronald  Grm 
in  Los  Angeles,  m 
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A  (LION) 
KING'S  RANSOM 

Eisner's  new  10-year  contract 
BASE  PAY  $750,000  per  year 

NEW  OPTIONS  8  million 
shares,  hypothetically  worth 
$195.4  million. 

EXISTING  STOCK  OPTIONS  6.7 

million  shares,  worth  $358 
million  today. 

BONUS  Varies  based  on  finan- 
cial performance,  but 
capped  at  $15  million  a 
year  for  the  first  two  years. 

SEVERANCE  If  fired  without 
"good  cause,"  Eisner's  8 
million  new  shares  vest 
immediately.  He  also  sets 
salary  and  bonuses  for  the 
remainder  of  his  lO-year 
contract,  plus  two  years. 


ar- 
id-, 
lit- 
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fESTINGHOUSE  GETS 
LiniE  TWANG  FOR  ITS  BUCK 

11  down-home  Nashville  cable  be  the  keystone  CBS  needs? 


I  lack  ^o\d.  Texas  tea.  Oil,  that  is. 
kThi'ee  and  a  half  decades  ago,  when 
'CBS  was  still  the  Tiffany  Network, 
vent  slumming  with  Tlie  Beverly 
Ibillies,  a  sitcom  that  poked  fun  at 
pie  country  folk  living  in  the  land 
ilenty.  For  a  few  years,  those  hillbil- 
and  their  kin  in  later  CBS  shows 
1  as  Green  Acres  and  Petticoat  Junc- 
i  provided  a  gusher  of  profits  as 
idy  as  the  oil  fi-om  Jed  Clam- 
:'s  well. 

low,  a  much-diminished  CBS 
lack  with  a  new  scheme  to 
:e  money  from  country  folk, 
hael  H.  Jordan,  chairman  of 
parent  Westinghouse  Elec- 
Corp.,  announced  on  Feb. 
:hat  CBS  was  securing  cable 
ribution  thi'ough  a  $1.6  bil- 
acquisition  of  The  Nashville 
.work  (tnn)  and  Country 
iic  Television  (cmt)  from 
lord  Entertainment  Co.  The 
1  gives  CBS  the  cable  net- 
ks  it  sorely  lacks.  Indeed, 
other  three  networks  are 
ahead  in  the  race  to  bulk  up 
;able  assets  (table), 
'he  move  is  a  milestone  for 
Ian.  With  it,  he  is  close  to 
pleting  Westinghouse's  transforma- 
from  the  beleaguered  industrial  gi- 
he  was  brought  in  to  tm-n  around  in 
)  into  the  sprawUng  media  company 
)romised  to  build  when  he  acquired 
for  $5.4  billion  in  1995  and  Infinity 
adcasting  Corp.  for  $4.9  billion  last 
•.  By  late  summer,  when  the  Gaylord 
is  expected  to  close  and  Westing- 
se's  remaining  industrial  units  are 
n  off  as  a  separate  company,  the 
ution  should  be  complete,  cbs  will 
1  have  the  nation's  largest  radio  and 
vision  station  gi'oups,  a  respectable 
vork  operation,  and  profitable  cable 
ddiaries.  Now,  says  Jordan,  all  the 
ortant  pieces  are  in  place. 
S  COMING.  The  question  for  in- 
.ors,  who  have  seen  Westinghouse 
k  languish  near  18  since  the  cbs 
,  is  whether  the  revamped  company 
now  start  to  make  money.  It  can. 
first  Jordan,  who  has  proven  adept 
uying  and  selling,  must  master  op- 
ions,  an  area  that  has  plagued  him 
nearly  four  years  in  the  industrial 
of  Westinghouse,  which  continues  to 
ggle  for  profits. 


In  broadcasting,  the  operational  chal- 
lenges are  nearly  as  big.  cbs,  for  all  its 
massive  distribution,  has  a  long  way  to 
go.  Years  of  cost-cutting  under  Lau- 
rence Tisch  eliminated  Tiffany-style 
spending  at  cbs,  but  the  network  wound 
up  with  niche  audiences — rural  and  el- 
derly viewers — that  generate  lower  ad 
revenue.  And  even  serving  that  audi- 
ence is  getting  costly  as  stars  such  as 


Cable: 
Who's  Got  What 


ABC  ESPN,  ESPN2, 
ESPN  News,  and  the 
pay-cable  Disney  Chan- 
nel. A  kids'  cable  chan- 
nel is  in  development. 

NBC  MSNBC, 
MBH^  CNBC,  and  equity 

w^^^ stakes  in  many 
Slt^ others,  including 
Court  TV  and  the  History  Channel. 

CBS  Nashville  Network, 
Country  Music  Televi- 
sion. Developing  an  Eye 
On  People  channel  with 
the  Discovery  Channel. 

FOX  Fox  News 
Channel,  Fx,  and 
regional  sports  chan- 
nels it's  developing 
with  Tele-Communications  Inc. 


Bill  Cosby  and  Ted  Danson  command 
higher  salaries.  That  helped  drive  down 
the  network's  after-tax  operating  cash 
flow  by  $77  million  last  year,  while  TV 
station  sales  fell  5%. 

Winning  a  more  lucrative  TV  audi- 
ence will  take  years.  In  the  meantime, 
say  analysts,  Jordan  will  be  leaning  on 
radio  to  take  up  the  slack.  Radio  sales 
rocketed  last  year  from  $216  million  to 
$554  milhon.  Infinity  was  folded  into 
Westinghouse  two  months  ago,  produc- 
ing a  billion-dollar  business  with  robust 
cash  flow.  Another  short-temi  tactic  will 
be  to  try  to  boost  TV  ad  sales  revenues 
and  improve  profits  thi'ough  cost  reduc- 
tions that  will  hkely  include  spending 
cuts  and  staff  reductions. 

The  new  cable  channels  should  give 
Jordan  the  increase  that  he  wants  in 

COIN'  COUNTRY:  CBS  will  las- 
so a  new  crowd  through  TNN 

advertising  revenue.  Last  year, 
sales  of  TNN  and  cmt  combined 
rose  17.4%,  to  $321  million.  Their 
cash  flow  was  up  15%,  to  $100 
million.  Some  of  tnn's  program- 
ming, like  its  NASCAR  car  rac- 
ing, Dallas  reruns,  and  hunting 
and  fisMng  shows,  abeady  dove- 
tails nicely  with  existing  cbs  of- 
ferings, creating  the  opportunity 
to  cross-promote  shows  on  dif- 
ferent CBS  properties.  And  the 
coimtiy-music  crowd,  while  not  a 
Gen-X  gold  mine,  is  still  attrac- 
tive. TNN,  broadcasting  a  "coun- 
tiy  lifestyle"  mix,  reaches  69 
million  homes,  making  it  the 
eighth-largest  cable  network,  cmt,  the 
MTV  of  country,  claims  38  million  cable 
households. 

PLANB.  Jordan  and  his  execs  say  they 
won't  convert  their  new  cable  channels 
into  outlets  for  other  cbs  progi-amming, 
such  as  news  or  sports,  except  to  add 
more  counti-y  concerts  and  NASCAR 
races — along  with  a  slew  of  cross-pro- 
motions with  CBS's  TV  and  radio  sta- 
tions. That  makes  sense,  say  industiy 
observers.  "The  issue  in  cable  is  finding 
niches,"  says  media  analyst  Tom  Wolzien 
at  Sanford  C.  Bernstein  &  Co.  "That's 
what  they're  doing." 

To  be  sure,  country  isn't  the  rage  it 
was  a  few  years  ago,  but  it  has  twanged 
its  way  from  the  hinterlands  into  Amer- 
ica's 'burbs  and  downtowns.  Jordan's 
hope  is  that  if  those  free-spending  view- 
ers are  still  watching  TNN  antl  CMT,  he 
can  claim  the  kind  of  audience  that  the 
advertisers  love.  And  if  countiy  comes 
up  short?  Jordan  still  has  the  valuable 
cable  networks — and  ai'chives  full  of  The 
Beverly  Hillbillies. 

By  Stephen  Baker  in  Pittsburgh,  with 
Elizabeth  Lesly  in  New  York 
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BAG  TEST:  Detroit  says 
cutoff  switches  are  a  bad 
idea  for  most  consumers 
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REGULATORS 


BEHIND  THE  AIR-BAG  BAHLE, 
A  WAR  WITH  THE  FEDS 

While  consumers  stew,  carmakers  and  the  NHTSA  duke  it  out 


In  the  last  couple  of  years,  relations 
between  Detroit  and  the  federal  auto 
safety  cop,  the  National  Highway 
Traffic  Safety  Administration,  have  been 
getting  pretty  testy.  Privately,  many 
Detroit  executives  contend  the  agency 
has  intentionally  fanned  public  concerns 
over  such  issues  as  allegedly  faulty  fuel 
tanks  and  tailgate  latches  to  force  com- 
panies into  settlements.  Now,  with  a 
major  decision  looming  on  how  to  make 
air  bags  safei',  tempers  may  be  about  to 
really  explode. 

A  recent  case  involving  Chrysler 
Corp.  shows  how  edgy  things  are  get- 
ting. NHTSA  sued  Chrysler  after  the 
company  challenged  a  government  test 
that  showed  alleged  safety  defects  in 
the  seat  belts  of  91,000  of  the  comjiany's 
CiiTus  and  Dodge  Stratus  sedans — the 
first  time  the  govemment  has  evei-  sued 
an  auto  maker  to  force  a  recall.  Chi-ysler 
argued  before  a  federal  judge  in  Wash- 
ington that  the  tests — which  yank  belts 
in  crash-like  conditions — were  flawed 
because  test  equipment  was  improp;^rly 
pr»siti(ined.  It  also  contends  that  nhtsa 
overstepped  its  authority  when  it  used 
test  procedures  not  spelled  out  in  fed- 
eral regulations.  Ricardo  Martinez,  nht- 
s.v's  chief,  says  he's  "surprised  they 
would  rather  go  to  court"  than  recall 
the  vehicles. 


Another  big  test  of  wills  is  developing 
over  new  nhtsa  air-bag  rules,  which 
may  be  finalized  as  early  as  the  end  of 
February.  The  more  than  50  air-bag-re- 
lated deaths  of  cliildren  and  small  adults 
since  1991  have  led  nhtsa  to  propose 
that  consumers  be  allowed  to  have  theb- 
air  bags  disconnected  by  auto  dealers 
and  mechanics — something  the  Big 
Three  adamantly  oppose.  But  vdth  the 
stoiies  of  ail-bag  injuries  still  cu-culating 
and  alanned  consumers  clamoring  loud- 
er for  the  right  to  turn  their  bags  off, 
says  auto  safety  advocate  Ralph  Hoar, 


available  on  demand.  Thejl 
argue  that  the  widespreacj 
tui-ning  off  of  bags  woulc 
lead  to  many  more  fatali. 
ties.  And  they  fear  that 
they  would  be  the  target 
of  lawsuits  by  the  victims  ii 
they're  right.  | 
So,  expect  the  volume  oj 
the  rhetoric  to  keep  risingj; 
In  its  forma!  comments  oiji 
the  air-bag  proposaljj 
Clu-ysler  chided  nhtsa  foij; 
"an  abdication  of  responsij; 
bility"  by  letting  vehicl(ji 
owners  choose  to  discon| 
nect  air  bags.  Martinez,  foi|( 
Ills  pail,  says  nhtsa  "wanti 
to  make  relief  available"  for  consumeri 
worried  about  the  dangers  of  inflatinj 
air  bags  to  smaller  adults,  children,  am 
infants. 

BAD  BLOOD.  How  did  the  level  of  ten^ 
sion  between  the  Big  Three  and  nhtsJ 
escalate  so  high?  Things  began  to  hea 
up  with  nhtsa's  probe  of  fire  danger  ii 
General  Motors  Corp.  pickup  trucks  iij 
1994  and  got  worse  with  the  agency' 
investigation  of  rear-gate  latches  oi 
Chrysler  Corp.  minivans  in  1995.  (Th 
latches  allegedly  failed  in  crashes,  al 
lowing  tailgates  to  pop  open  and  pas 
sengers  to  be  ejected.)  Both  inquirie 
were  resolved  by  settlements:  gm  con 
tributed  $51  million  to  safety  researd 
programs  to  resolve  the  fuel-tank  case 
and  Chrysler  agreed  to  replace  th' 
latches  on  4.5  million  minivans.  But  boti 
auto  makers  still  vehemently  defem 
their  original  designs  as  sound. 

Safety  advocates  and  families  of  aii 
bag  casualties  worry  that  tempers  ar 
flaring  too  much.  "I  blame  the  aut 


Things  are  so  contentious  these  days  that 
for  the  first  time  in  history,  Washington  has 
had  to  sue  to  force  a  recall 


"nhtsa  is  feeling  appropriately  be- 
sieged." That's  why  it's  pushing  for  the 
disconnect  nile. 

SLIGHT  RETREAT.  The  Big  Three  re- 
treated from  their  opposition  a  bit  in 
eai'ly  Febmary.  Tliey  said  they  are  will- 
ing to  install  air-bag  cutoff  switches — 
but  only  in  very  limited  cases,  such  as 
in  cars  used  by  people  with  medical 
problems.  The  auto  makers  continue  to 
oppose  the  idea  of  making  switches 


makers  for  the  problems  of  air  bag; 
but  I  can't  believe  how  nhtsa  and  th 
industry  seem  to  be  opponents  on  a 
this,"  says  Robert  Sanders,  a  Baltimor 
attorney  whose  7-year-old  daughter,  A 
ison,  was  killed  by  an  air  bag  in  1991 
Indeed,  given  what's  at  stake,  it  may  b 
time  for  both  sides  to  lay  down  thai 
cudgels  and  focus  on  common  concemi 
By  Bill  Vlasic  in  Detroit  and  Christ 
na  Del  Valle  in  Washington 
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Seriously 

fast 


surfing. 


Introducing  K56flex!" 
The  hot  new  56  Kbps  nnodem  technology  Works  over 
existing  phone  lines  up  to  twice  as  fast  as  nnost  modems. 
Lets  you  surf  the  web  without  the  wait.  ^^^^^^^ 

Technology  pioneered  by  Bell  Labs.  ^Kjjm^K 

Enjoys  support  of  almost  400  leading 

high-tech  companies,  including:  PC  makers 

(like  Compaq,  Hewlett-Packard  and  Toshiba),  modem 

manufacturers  (like  Hayes  and  Multi-Tech  Systems), 

nearly  300  internet  service  providers  (like  PSINet 

and  UUNet)  and  their  network  equipment  providers 

(like  3Com,  Cisco  Systems,  Inc  and  Livingston 

Enterprises,  Inc.). 

It's  like  totally  awesome,  dude 
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We  make  the  things  that  make  communications  work.' 
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News:  Analysis  &  Commentary 


CANDIDATES 


Mi 


HE'S  TANNED.  HE'S  RESTED. 
HE'S  BACK  TALKING  FLAT  TAX 

Steve  Forbes  is  saddling  up  for  the  campaign  trail  again 

Ialcolm  S.  (Steve)  Forbes  Jr. 
poured  some  $35  million  of  his 
personal  fortune  into  a  quirky 
Presidential  quest,  only  to  see  his  one- 
theme  message  of  a  flat  tax  fall  flat. 
But  the  doughty  conservative  and  prin- 
cipal heir  to  the  Forbes  magazine  for- 
tune hasn't  lost  his  taste  for  pohtics.  A 
year  after  he  launched  his  fii'st  bid  for 
elected  office  by  blanketing  the  Iowa 
and  New  Hampshire  au"waves  with  ads, 
Forbes  still  keeps  a  candidate's  speaking 
schedule — and  an  open  checkbook. 

Forbes  says  he's  prepaiing  to  cam- 
paign on  behalf  of  GOP  gubernatorial 
candidates  in  New  Jersey  and  Virginia. 
It's  clear  that  he's  also  honing  his  sales 
pitch  for  anothei-  Wliite  House  nm  in 
2000.  Forbes  is  banki-olling  the  nation's 
first  "message  tank":  Americans  for 
Hope,  Gi'owlh,  &  Opportunity,  an  echo 
of  the  mantra  from  his  1996  Republican 
primaiy  campaign.  The  outfit  will  pro- 
duce "highly  targeted  television  ads" 
championing  Forbes's  ideological  inter- 
ests, promises  AHCO  President  William 
Dal  Col,  the  media  mogul's  former  cam- 
paign director. 

MORE  RESPECT.  Forbes  is  also  mend- 
ing bridges  to  the  <;op  hierarchy.  In 
1996,  he  angered  party  elders  with 
slashing  ads  that  attacked  front-runner 
Bob  Dole's  lack  of  conservative  passion. 
Since  then,  Foi'bes  has  quietly  risen  in 
the  eyes  of  the  party  faithful  for  stick- 
ing to  his  message:  flat  tax,  flat  tax,  flat 
tax.  "I  was  surprised  by  his  impact  in 
1996  and  the  respect  he's  gained,"  says 
Republican  strategist  William  Ivristol, 
who  edits  Tlie  Weekly  Standard,  a  con- 
servative journal.  "Forbes  could  actu- 


)idii/g  bridges  to  fli( 


ally  battle  Jack  Kemp  for  the  leadership 
of  the  party." 

Forbes  won't  say  whethei'  he's  con- 
templating taking  on  his  former  sup- 
ply-side soul  mate,  who  is  openly  dis- 
cussing running  in  2000.  But  he  is 


FORBES  2000:  SOUND  FAMILIAR? 


TAXES,  BUDGET  A  single  17%  income  tax  rate.  No  tax  on  interest,  capital 
gains,  pensions,  or  inheritance.  Eliminate  the  Commerce,  Energy,  Educa- 
tion, and  Housing  &  Urban  Development  departments. 

SOCIAL  SECURITY,  MEDICARE  Allow  younger  workers  to  opt  out  of  Social 
Security.  Proposes  tax-free  medical  savings  accounts  for  all  workers  as  well 
as  retirees  on  Medicare. 

'EDUCATION  Vouchers  for  parents  to  choose  private  schools. 

^'OKEaCN  POLICY  Strengthen  the  military.  Develop  antiballistic  missile 
defense.  Promote  free  trade  and  free  elections. 


assuming  a  paity  leadership  style,  press 
ing  House  and  Senate  leaders  to  stick  {>■ 
his  agenda.  "The  key  is  for  Republicai 
to  not  lose  their  nerve  on  tax  cuts  an 
to  make  it  clear  that  this  is  simply 
dowTipayment  for  overhauling  the  ta 
code,"  says  Forbes.  Wliat  better  s.\mli(. 
he  asks,  of  the  nation's  complex  cod 
than  the  Internal  Revenue  Service 
fouled-up  $4  billion  computer  systci 
overhaul'?  "The  government  would ii 
need  a  $4  billion  computer  to  administt 
a  simpler  tax  code,"  says  Forbes. 

Beyond  tax  cuts  and  simplificatioi 
Forbes  is  also  pushing  the  themes  I 
develops  in  his  biweekly  column  ; 
Forbes,  where  he  is  editor-in-chief.  M<i' 
prominent  are  Social  Seciuity  privatiz; 
tion  and  reforming  the  Medicare  sv: 
tem  with  tax-exempt  medical  saving 
accounts.  Although  pro-choice  on  abo 
tion,  Forbes  will  tiy  to  cuny  favor  wit 
the  religious  right  by  inveighing  again; 
so-called  partial-birth  abortions  an 
against  a  government  that  "punish( 
marriage,  children,  work,  and  savings 
SPARE  CHANGE.  Forbes  has  paid  a  pric 
for  his  fascination  with  politics.  In  add 
tion  to  his  $35  million  in  out-of-pockf 
expenses,  his  bi-others  sold  his  compan 
plane,  an  aging  Boeing  727,  while  1 
was  campaigTiing.  But  with  a  net  w'ortps 
estimated  at  $400  million,  Forbes  cai 
afford  a  new  plane  and  a  second  self-fti 
nanced  run  for  the  White  House. 

Still,  politics  may  yet  prove  a  poor  i 
vestment.  Forbes  "is  more  like 
preacher  than  a  politician,  but  he 
preaching  to  the  choir,"  says  Claiboun 
Darden,  an  independent  pollster  in  A 
lanta.  "He's  already  got  their  vote — 1 
needs  to  broaden  liis  message."  A  recei 
Harris  Poll  underscores  that  probler 
Forbes  ranks  fifth  in  a  national  prefe 
ence  poll  for  the  GOP  nomination  in  2 
gaining  only  4%  support.  That  puts  hi 
beliind  Colin  Powell,  Kemp,  Dan  Quay! 
and  Texas  Governor  George  Bush  Jr. 

The  message  tank  will  tiy  to  enlarj 
Forbes's  appeal  by  emphasizing  su^ 
bedrock  conservative  issues  as  dere 
lation  and  a  strong  military.  "It's  ju; 
like  the  American  Revolution,  whe 
you  needed  a  long  incubation  period 
pamphlets  and  meetings,"  he  says.  Ar 
he  plans  to  add  to  his  political  resun 
by  campaigning  for  New  Jersey  Go 
ernor  Christine  Todd  Whitman.  Whi 
man  was  a  schoolmate  and  neighbor  ar 
owes  her  1993  upset  victoiy  to  Forbef 
suggestion  that  she  adopt  a  30%  sta: 
tax  cut.  If  those  cuts  send  her  back  fi 
Trenton  this  fall,  Forbes  aims  to  pro^yi 
that  the  right  messenger  can  ride  tl 
same  horse  all  the  way  to  Washingtoij 

By  Paul  Magmisson  in  Washingto 
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For  under  $2,000, 
you  could  have  a 
Compaq  or  a  Toshiba. 


You  could  also 
have  a  ThinlcPad. 

No  reason  to  let  a  little  thing  like 
money  stand  between  you  and  a 
ThinkPad.  Because  now,  for  less 
than  $2,000,  you  can  have  one  of 
your  own  — with  Pentium'  processor 
power,  integrated  TrackPoint  III, 
award-winning  design  and  that 
unmatched  ThinkPad  "feel."  Just 
call  I  800  426-7255:  ext.  5011,  for 
more  details  and  to  find  out  where 
you  can  buy  one.  Or  come  visit 
us  at  www.pc.ibm.com/thinkpad. 

\  better  place  to  think. 


ThmlcPad 


Think  rad3h5\n 
120MHz' processor.  HMB  memory.  I.OSGH' 
hard  disk.  11.3-inrh  serpen.  TnukPoint  III. 
l\  CD-ROM  Lotus  SmarlSuile!  $1,H99: 


Solutions  for  a  small  planet 


COIVilVIENTARY 

By  Catherine  Arnst 


UNCLE  SAM.  PLEASE  PICK  A  CELL-PHONE  STANDARD 


German  pianist  Gottfried 
Boettger  composes  music  for 
movies,  but  he  also  spends 
much  of  his  time  giving  concerts 
thi'oughout  Europe.  Touring 
doesn't  slow  down  his  film 
work,  though.  Thanks  to  a 
wireless  phone  service  called 
GSM  (general  standard  for  mo- 
bile communications),  direc- 
tors can  always  call  Boettger 
at  his  German  wireless  phone 
nuinber  and  even  transmit 
film  clips  via  wii'eless  modem 
to  his  laptop  computer.  He 
composes  the  music  on  an  elec- 
tronic keyboard  and  sends  the  file 
back  to  the  director — again,  wire- 
lessly — fi-om  any  country  he's  in. 
Unless  he  happens  to  be  in  the  U.  S. 

Tech-happy  America,  it  turns  out, 
is  at  least  five  yeai's  behind  Eiu'ope  in 
rolling  out  digital  wii'eless  phone  sys- 
tems. The  reasons  for  the  gap  are 
many  and  complex,  but  one  stands 
out:  a  lack  of  government  standards 
in  the  U.  S.  Back  in  1988,  the  Eiu-o- 
pean  Union  chose  gsm  for  a  new  gen- 
eration of  wTi'eless.  Eiu'ope  may  nev- 
er have  standard  specs  for  electrical 
plugs  and  TV  sets,  but  the  EU  wanted 
to  be  sm'e  a  wir-eless  phone  could  be 
used  anywhere  in  its  15-nation  region. 
To  spiu"  compliance,  the  EU  gave 
away  space  on  the  radio  spectmm  to 
operators  who  adopted  gsm. 
ACRONYM  SOUP.  At  one  time,  the 
Federal  Communications  Commission 
would  not  have  hesitated  to  set  such 
a  standard.  But  today,  the  U.  S. 
fi'owns  on  such  market  interference. 
Instead,  the  FCC  auctioned  off  radio 
spectrum  for  digital  wireless,  raising 
$20.4  biOion.  The  winning  bidders  got 
to  pick  any  standard  they  wanted, 
slicing  the  nascent  market  into  three 
camps — 24%  of  the  country  will  be 
covered  by  gsm,  14%  by  a  newer  dig- 
ital technology  called  time  division 
multiple  access  (tdma),  and  57%  by 
code  division  multiple  access  (cdma), 
newer  yet.  Each  gi'oup  can  marshal 
arguments  on  the  advantages  of  its 
technology,  and  each  hopes  it  will 
prevail  in  the  marketplace. 

Consumers,  though,  don't  much 
care  about  this  acronym  soup.  They 
just  want  the  digital  improvements, 


RELEASE  US 

While  America  has  to  deal  with 
a  trio  of  incompatible  systems, 
the  rest  of  the  world  enjoys  just 
one-and  pays  less  for  it 

such  as  security,  no  static,  and  E- 
mail,  that  all  thi-ee  offer.  But  the 
U.  S.  systems  remain  incompatible — 
vdth  each  other,  and  with  existing 
analog  cellular.  That's  sure  to  drive 
U.  S.  callers  to  distraction,  since  they 
already  have  to  deal  with  a  lack  of 
roaming  agi'eements  between  many 
of  the  nation's  cellular  systems. 

The  move  to  digital  was  supposed 
to  end  the  confusion,  but  the  Fcc's 
laissez-faire  ways  guaranteed  more 
incompatibility.  And  since  equipment 
makers  can't  focus  on  just  one  sys- 
tem, the  result  is  lower  volumes  for 
each — ergo,  higher  prices  and  slower 
growth  (chart). 

Not  so  for  the 
rest  of  the  world. 
The  huge  number  of 
GSM  customers  in 
Europe  has  created 
economies  of  scale 
that  CDMA  and  tdma 
equipment  makers 
can  only  dream  of. 
Lower  costs  and  a 
proven  track  record 
have  thus  persuaded 
108  countries  to 
adopt  the  gsm  stan- 


EUROPE  LEAPS  AHEAD 
IN  WIRELESS 


dard.  UBS  Securities  Inc. 
forecasts  that  gsm  wiU 
have  166  milhon  sub- 
scribers worldwide 
by  2000— vs.  21 
miUion  for  cdma. 

U.  S.  tech  man- 
ufacturers insist 
market  forces  are 
ultimately  better 
than  government 
mandates.  The  Eu- 
ropean approach 
"doesn't  always  lend 
'    itself  to  new  tech- 
nologies that  are  bub- 
bling up,"  says  James  K. 
Brevdngton,  network  sys- 
tems chief  for  Lucent  Tech- 
nologies Inc.,  which  supports  all  three 
standards.  It  is  true  that  both  cdma 
and  TDMA  have  more  capacity  than 
GSM.  But  it's  also  true  that  the  next 
generation  of  gsm  under  development 
will  most  likely  match  their  capacity. 
"If  we  had  to  do  this  movie  over 
again,  an  earher  and  better  standai'ds 
process  might  have  helped  us  out," 
admits  Jack  M.  Scanlon,  president  of 
Motorola  Inc.'s  cellular  networks. 

This  debate  may  seem  moot,  given 
Washington's  cun-ent  thinking.  "The 
U.  S.  has  always  been  a  market- 
diiven  model,"  argues  Shirley  S.  Fuji- 
moto,  a  wireless  specialist  with  law 
firm  McDermott,  Will  &  Emery. 
"Eventually,  like  VHS  and  Betamax, 
one  technology  will  probably  prevail." 
Perhaps,  but  the  abihty  of  citizens  to 
communicate  anywhere  easily  is  a 
greater  national  goal  than  the  ability 
to  tape  Jeopardy.  A  httle  government 
intei-vention  would  have  helped  both 
consumers  and  man- 
ufacturers, who 
could  be  selling  lots 
of  digital  gear  by 
now.  As  new  com- 
munications tech- 
nologies continue  to 
emerge,  it  might  be 
worth  considering 
Europe's  approach 
next  time  around. 
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SOROS  TRASHES 
WMX  S  BOSS 

LIFE    AT   THE    TOP    OF  THE 

trash  heap  is  proving  precaii- 
ous  for  Piiillip  Rooney,  ceo  of 
WMX  Technologies.  Seven 
months  into  the  job,  Rooney,  a 
28-year  WMX  veteran,  an- 
nounced a  sweeping  restruc- 
turing on  Feb.  4— but  angered 
Wall  Street  by  offering  little 
hope  of  a  quick  eaiTiings  tmn- 
around.  Now  George  Soros, 
whose  funds  control  .5.2%  of 
WMX,  is  calling  for  Rooney's 
head.  After  meeting  with  out- 
side WMX  dii-ectors  on  Feb.  11 
and  making  no  headway, 
Soros  colleagues  say  they 
want  to  install  four  of  their 
own  directors.  "Our  percep- 
tion is  that  Ml'.  Rooney  is  sub- 
par,"  snipes  Gerald  Kerner, 
managing  director  of  Du- 


CLOSING  BELL 


UN  MINE 


Network-equipment  maker  3Com 
had  already  taken  some  lumps 
smce  hitting  a  52-week  peak  of 
m\as\  Dec.  10.  But  when  it 
warned  on  Feb.  10  that  it  would 
not  meet  Wall  Street  expecta- 
tions this  quarter,  jittery 
investors  bolted  and  drove  its 
share  price  down  26.6%  in  a 
day,  to  37K.  3Com  blamed  the 
shortfall  on  soft  December 
demand  and  a  price  war  with 
Intel  in  high-speed  pc  network 
cards.  Analysts  lowered  their 
1997  earnings  estimates,  but 
most  remain  bullish  on  the  net- 
working sector,  where  they  pre- 
dict growth  of  30%  to  50% 
annually  for  the  next  two  or  three 
years. 
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quesne  Capital  Management 
LLC,  a  fund  with  hnks  to 
Soros.  Rooney  insists  he  can 
resist  such  "personal  attacks." 
He  has  the  backing  of  the 
board  and  says  he  can  even- 
tually tum  the  stock  around. 


AN  EXODUS 

AT  APPLE  

A    YEAR    AGO,  GILBERT 

Amelio  was  hired  to  bring 
stability  to  Apple  Computer. 
Some  stability.  With  his  re- 
coveiy  plan  in  shambles,  man- 
agement turmoil  at  Apple  is 
reaching  fever  pitch.  Ainong 
those  on  the  way  out:  Mac 
unit  chief  G.  Fred  Forsyth, 
worldwide  sales  boss  John 
Floisand,  who  was  promoted 
just  last  April  with  a 
$500,000-a-year  contract,  and 
top  marketeer  Satjiv  Chahil. 
Technologist  Ellen  Hancock, 
and  chief  operating  officer 
Marco  Landi  now  have  di- 
minished roles  and  also  may 
go.  Meanwhile,  Vice-President 
Heidi  Roizen,  who  was  hii-ed 
to  help  Apple  keep  software 
developers  in  the  Mac  camp, 
resigned  on  Feb.  10. 


MITSUBISHI  GETS 
ITS  REPORT  CARD 

ON    FEB.    11,  MITSUBISHI 

Motor  Mfg.  got  the  report  it 
ordered  on  allegations  of  sex- 
ual harassment  at  its  Normal 
(111.)  auto  plant — but  the  com- 
pany isn't  off  the  hook  yet. 
Last  yeai;  30  cmTent  and  for- 
mer female  employees  and 
the  U.  vS.  Equal  Employment 
Opportunity  Commission  ac- 
cused the  company  of  allow- 
ing widespread  sexual  ha- 
rassment at  the  plant.  In 
response,  the  company  hired 
ex-Labor  Secretary  Lynn 
Martin  to  improve  workplace 
rules.  She  has  made  34  rec- 
ommendations, such  as  creat- 
ing a  task  force  for  handling 
complaints  that  would  report 
to  the  CEO.  But  the  company 
reports  no  progi'ess  in  talks 
with  the  EEOC  and  the  30 


HEADLINER:  LEO  J.  HINDERY 


MALONE'S  GABLE  GUY 


Ever  heard  of  Leo  Hin- 
dery?  Probably  not,  but  in 
the  cable-TV  industry  he's 
got  quite  a  rep.  At  In- 
terMedia  Partners, 
the  nation's  13th- 
largest  cable  op 
erator,  he  boost- 
ed cash  flow 
12%  and  sub- 
scribers 4.7% 
over  the  last 
year,  double  the 
industry's  average 
rates.  Now,  Hindery,  49, 
can  make  his  mark  on  a 
much  larger  canvas:  John 
Malone,  chief  of  sputtering 
cable  giant  Tele-Communi- 
cations Inc.,  which  owns  an 
InterMedia  stake,  tapped 
Hindery  on  Feb.  7  to  be- 
come TCi's  president  and 
heir  apparent  as  ceo. 
Hindery  is  likely  to  con- 


tinue TCi's  downsizing. 
With  $14  billion  in  debt, 
TCI  has  seen  its  bond  rat- 
ing fall  to  near  junk  sta- 
tus. Its  stock  is 
trading  below 
$15,  near  its  12- 
month  low.  Hin- 
dery plans  to 
break  TCi  up 
into  units  to 
provide  better 
customer  sei-vice, 
potentially  helping  it 
to  raise  prices  and  keep 
customers  from  jumping  to 
satellite  TV.  Good  ideas, 
perhaps.  But  Malone,  who 
remains  ceo  and  chaiiTnan, 
has  run  TCi  with  an  iron 
hand  for  23  years.  The  big 
question  now:  Just  how 
much  leeway  will  he  give 
Hindery  to  tune  up  TCi? 

By  Ronald  Groverl 


women,  who  are  suing  for 
damages. 


WHEELING  FORGES 
A  HARDER  LINE 

WHX    CHAIRMAN  RONALD 

LaBow  shows  no  signs  of  let- 
ting up  in  the  bitter,  four- 
month  battle  with  the  striking 
United  Steelworkers  of 
America.  On  Feb.  11,  he 
replaced  his  CEO  at  Wheehng- 
Pittsburgh  Steel,  James 
Wareham,  with  another  vet- 
eran of  labor  fights,  John 
Scheessele,  a  former  CEO  of 
wci  Steel.  Scheessele,  who 
took  on  the  steelworkers  dur- 
ing a  strike  in  his  previous 
post,  is  expected  to  maintain 
WHx's  hard  line  with  the  steel- 
workers in  the  strike. 


DO  CENTENNIALS 
NUMBERS  ADD  UP? 

ANOTHER   CASE   OF  OVER- 

stated  earnings?  On  Feb.  11, 


Centennial  Technologies,  th 
Billerica  (Mass.)  manufactui 
er  of  add-on  cards  for  persoi 
al  computers,  announced  tha 
it  fu'ed  53-year-old  Emanu( 
Pinez,  its  founder  and  CE( 
The  company  also  suspende 
CFO  James  Miu-phy  and  sai 
that  Centennial  might  have  t 
restate  its  past  earnings 
ports,  which  may  contain  "nu 
terial  misstatements."  Cer 
tennial  shares,  which  ha 
soared  more  than  440%  i 
1996,  to  55'A.  were  down  to  16 
as  of  Feb.  10. 

ETCETERA... 

■  IBM  was  the  top  seller  of  K 
in  China  last  year,  says  Intel 
national  Data  Corp. 

■  Ford  end-runs  Johnso 
Controls  strike,  getting  a  nel 
seat  supplier  for  Expeditioi 

■  ITT  formally  rejects  Hilto|l 
Hotel's  $10.5"billion  takeove 
offer  as  "inadequate." 

■  Pennsylvania  jeansmakelj 
VF  Corp.  is  restructuring  tjj 
save  $150  million  a  year. 
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ith  its  215-hp  V6,  quick-ratio  power  steering  and  specially  tuned  suspension,  the  Monte  Carlo®  734" 
s  the  car  you  can  trust  to  make  driving  something  more  than  just  a  means  to  an  end.  The  1997 
Monte  Carlo  Z34.  Personal  space.  From  Genuine  Chevrolet. 


Genuine  Chevrolet 

The  Cars  More  Americans  Trust. 


THERE'S  A  BIG  DIFFERENCE  BETWEEN 
CLARISWORKS  AND  OTHER  OFFICE  SUITES, 


CLARISWORKS  4.0  INTERNET  EDITION 
LONG  ON  PERFORMANCE.  LEAN  ON  MEMORY. 


Of  course  you  need 
a  software  suite 
that's  incredibly 
intuitive,  functional 
and  easy  to  use, 
but  you  certainly 
don't  want  one  that 
hogs  a  huge  chunk 
of  your  hard  drive. 
Welcome  to  ClarlsWorks'4.0  software 
for  Windows  95  or  Mac' OS;  a  complete 
office  productivity  suite  which  includes 
full-featured  word  processing,  database, 
spreadsheet,  graphics  and  presentation 
capabilities.  ClarisWorks  is  exceptionally 


All  the  Office 
you  need  — and 
Internet  too! 


compact,  taking  less  than  one-fifth  the 
hard  disk  space  you  need  for  Microsoft 
Office  97.  Hardly  surprising  that  each 
component  also  runs  significantly  faster. 
You'll  be  able  to  move  along  faster,  too. 
ClarisWorks  is  simple  to  install  and 
learn,  and  comes  complete  with  several 
"Assistants"  and  other  automated  features 
for  setting  up  documents  and  handling 
all  your  business  needs. 

Need  access  to  the  Internet'^  No 
problem.  ClarisWorks  Internet  Edition 
comes  with  software  that  makes  getting 
connected  a  snap,  plus  Netscape 
Navigator"  for  browsing  the  web  and 


even  Claris  Home  Page"  software  that 
allows  you  to  create  your  own  web  pages 
without  wrestling  with  HTML  programming. 

Buy  ClarisWorks  and  you'll  see  why  it 
was  rated  higher  than  Microsoft  Office  for 
reliability,  value  and  overall  performance 
in  a  recent  Dataquest  survey.  It's  at  your 
local  reseller,  or  call  1-800-424-9733  ext. 
1435  to  order  For  more  information  visit 
us  at  www.claris.com. 


CLARIS' 


Simply  powerful  software^ 


®i<)97  Claris  Corporation  All  Rights  Reserved  ClarisWorks  is  a  registered  trademark  and  Claris  Home  Page  is  a  trademark  of  Clans  Corporation  Mac  is  a  registered  trademark  of  Apple  Computer,  Inc 
Netscape  Navigator  is  a  trademark  of  Netscape  Communications  Corporation  All  other  trademarks  are  property  of  their  respective  owners 
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ITED  BY  OWEN  ULLMANN 


/HY  AL,  THE  BANKERS*  PAL, 
OULD  MAKE  A  COMEBACK 


slor  years,  he's  been  known  in  New  York  as  Senator  Pot- 
hole. But  now  Republican  Alfonse  M.  D'Amato  has  a 
new  moniker:  the  Scourge  of  Switzerland.  The  feisty 
ig  Island  pol  has  won  rave  reviews  for  hectoring  secretive 
ss  banks  to  open  then-  books  and  retiuTi  millions  deposit- 
by  Holocaust  victims.  The  feat  may  transfoiTn  the  Senate 
iking  Committee  chairman  from  a  likely  election  loser  in 
S  to  an  endangered  but  viable  candidate. 
)nce  the  Senate's  least  popular  member  with  constituents, 
.mato  has  seen  his  approval  rating  rise  12  points  in  a 
r,  to  a  still  mediocre  37%,  according  to  a 
).  1-4  survey  by  Mason-Dixon  Politi- 
Media  Research  Inc.  "He's  improving, 
he  still  has  problems,"  says  Repubh- 
pollster  Tony  Fabrizio. 
)'Amato's  uphill  cUmb  is  being  watched 
ely  by  business  nationally.  If  he  loses, 
ator  Phil  Gramm  (R-Tex.)  is  his  probable 
lessor  as  banking  boss.  Lobbyists  see 
jnato  as  more  sympathetic  to  the  views 
arge  banks,  securities  firms,  and  major 
u-ers — many  based  in  New  York — while 
mm  comes  from  a  state  with  a  long  tra- 
Dn  of  community  banking. 

»!E  KNUCKLES.  D'Amato  is  doing  his  best 
aake  sure  Gramm  doesn't  grab  the  chair- 
I's  gavel.  GOP  strategists  hope  to  soften 

'  jnato's  bare-knuckles  image — except  for  his  attacks  on  the 
ss  banks.  They  win  plaudits  from  Jewish  voters,  who  make 
ibout  10%  of  the  New  York  electorate.  "He  has  shown  lead- 
lip,  courage,  and  stamina  on  the  issue,"  gushes  David  Hai'- 
executive  director  of  the  American  Jewish  Congi'ess. 

I  b  close  his  yavming  gender  gap,  D'Amato  is  emphasizing 
longtime  commitment  to  women's  health  issues,  including 
nsorship  of  greater  breast  cancer  research  and  opposition 
drive-through"  mastectomies.  He  reminds  environmentally 

I  scious  suburbanites  of  his  work  for  a  1996  New  York 


D'AMATO:  Scourge  of  Switzerland 


bond  issue  to  clean  up  Long  Island  Sound,  protect  drinking- 
water  sources,  and  modernize  sewage  treatment.  And  he 
hopes  to  buiTiish  his  image  as  a  battler  for  the  little  guy  by 
ciTisading  against  automatic  teller  machine  surcharges. 

Detractors  question  the  sincerity  of  D'Amato's  cnasades, 
suggesting  that  he  is  motivated  more  by  reelection  than 
commitment  to  the  issues.  Responds  D'Amato:  "It's  ridiculous. 
If  I  ran  into  a  burning  building  to  save  somebody,  they'd  say 
I  did  it  to  help  my  polls." 

Whatever  his  motivation,  D'Amato  has  skillfully  used  his 
prominent  role  to  rake  in  campaign  cash. 
On  Feb.  11,  he  introduced  a  financial-mod- 
ernization bUl  that  would  let  banks,  insurers, 
and  secuiities  firnis  compete  dii-ectly.  Says  a 
bank  lobbyist:  "This  is  a  marvelous  cam- 
paign issue  that  will  allow  him  to  systemat- 
ically milk  all  segments  of  the  financial-ser- 
vices industiy  for  the  life  of  this  Congress." 
In  1995-96,  finance,  insurance,  and  real  estate 
PACs  gave  him  $522,388 — although  he  wasn't 
on  the  ballot. 

While  the  New  York-based  financial  in- 
dustry does  not  constitute  a  major  bloc  of 
votes,  its  campaign  contributions  ultimately 
could  be  as  critical  in  restoring  D'Amato's 
political  health  as  his  Swiss  bank  coup.  He 
has  more  than  $6.8  million  in  cash — tops  in 
the  Senate.  What's  more,  D'Amato  is  a  relentless  campaign- 
er and  skilled  political  street-fighter  who  is  expected  to  use 
his  expected  financial  edge  to  trash  opponents.  He  may  also 
be  aided  by  potential  fratricide  in  the  Democratic  primaiy. 

D'Amato  has  been  written  off  by  the  political  establishment 
before.  But  he's  never  been  beaten.  "Don't  eat  yoiu-  meal  un- 
til it's  served,"  he  warns  hungry  Democrats.  Still,  the  scrap- 
py senator  will  have  to  work  harder  than  ever  to  make  siu-e 
that  in  '98,  he's  not  the  one  eating  crow. 

By  Ricfiard  S.  Dunham,  with  Amy  Bon-us 


CAPITAL  WRAPUP 


mWC  TO  TAME  TOBACCO 

\ntitobacco  lawmakers  may  not 
lit  for  the  Food  &  Drug  Adminis- 
ation  and  the  states  to  take  on  ciga- 
tte  companies.  Representatives 
artin  T.  Meehan  (D-Mass.)  and 
mes  V.  Hansen  (R-Utah)  are 
uUing  legislation  to  let  the  feds  reg- 
ate  tobacco  through  such  laws  as 
e  Consumer  Product  Safety,  Feder- 
Hazardous  Substances,  and  Toxic 
ibstances  Control  acts.  Tobacco  is 
empt  from  these  laws.  For  now,  the 
'0  lawmakers  vdll  introduce  bills 


calling  for  labeling  requirements  that 
include  disclosure  of  cigarettes'  ingre- 
dients and  addictive  properties.  Given 
Big  Tobacco's  clout,  prospects  for  pas- 
sage are  uncertain. 

THE  WOMAN  TO  CALL 

►Telecom  lobbyists  may  want  to  have 
a  line  into  Kathleen  Wallman,  the 
National  Economic  Council's  new 
chief  of  staff.  She  will  be  key  in  shap- 
ing White  House  telecom  poHcy.  The 
former  head  of  the  common  carrier 
bureau  at  the  Federal  Communica- 
tions Commission,  she  could  be  a  can- 


didate to  replace  FCC  Chairman  Reed 
E.  Hundt,  who  may  leave  this  year. 

SLiCING  PENTAGON  PORK 

►The  pen  may  prove  mightier  than  the 
sword  in  the  coming  fight  over  the 
defense  budget,  gop  lawmakers  will  try 
to  shift  priorities  in  President  Clinton's 
Pentagon  spending  plan  to  protect  pet 
projects  in  their  districts.  Ti-ouble  is, 
the  projects  are  so-called  line  items. 
Now  that  the  President  has  the  line- 
item  veto,  defense  pork  is  vulnerable  to 
Chnton  cuts.  And  Congress  is  unlikely 
to  override  him. 
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International  Business 


EUROPE 


A  CONTINENT  AT 


EAKING  POINT 


Europeans  are 
rebelling  against 
the  demands  of 
global  capitalism 


r 


I 
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Browse  through  a  bookstore 
Paris  or  Berlin,  and  you  get  th 
feehng  that  European  thinker 
are  hitting  a  new  theme.  On  on 
shelf  is  Globalization,  by  Spanish  jouii 
nahst  Joaquin  Estefam'a.  It  argues  ths 
Anglo-Saxon  economics  has  failed  mi; 
erably  in  job-starved  Continental  Ei 
rope.  On  the  next  shelf,  you  might  fin 
Will  France  Disappear?  by  French  S( 
ciologist  Jean-Claude  Barreau,  who  coi 
tends  that  Europe  is  barreling  towar 
monetary  union  much  too  fast.  And  in 
corner,  a  group  of  intellectuals  are  di: 
cussing  "The  Capitalist  Threat,"  a  wuU 
ly  read  Atlantic  Monthly  article  by  Ei 
ropean-born  financier  George  Soro; 
Soros  theorizes  that  the  discipline  ( 
laissez-faire  markets  may  be  just  i 
tyi'annical  as  fascism  or  communism. 

Such  titles  are  part  of  a  chorus  ( 
complaint  rising  up  on  the  Continen 
Competitive  pressures  from  the  glob: 
economy,  plus  constant  hectoring  froi 
English-speaking  business  gurus,  ha\ 
pushed  Europe  into  painful  reform 
from  budget-cutting  to  corjiorate  dowi 
sizing.  But  wdth  unemployment  abo\ 
12%  in  Germany  and  France  ar 
growth  stalled  below  3%  around  mu( 
of  the  Continent,  many  Europeans  ha\ 
started  to  cry  "Enough."  Even  some 
Europe's  business  ehte  are  questionii 
how  quickly  Europe  can  force  itself  in 
the  Aiiglo-Saxon  mold  of  capitalism.  "V 
will  stay  very  different  for  a  very  lor 
time,"  says  a  top  French  industrialist 
Indeed,  there's  a  growing  sens 
among  intellectuals  and  working  foil 
alike,  that  the  Anglo-Saxon  formula  f 
global  competitiveness  runs  counter 


irope's  notion  of  a  fail-  and  prosperous 
ciety.  One  recent  French  poll  showed 
at  66%  of  respondents  prefer  France's 
;h  benefits  and  high  unemployment 
America's  low  jobless  rate  and  tat- 
red  safety  net.  Agrees  Ernest-An- 
ine  Seilliere,  president  of  French  con- 
jmerate  cgip:  "Here,  social  security 
d  social  solidarity  weigh  more  than 
ficiency." 

Now,  the  wave  of  rebellion  against 
rther  belt-tightening  could  slow  the 
ocess  even  more.  Policymakers  are 
ely  to  choose  their  battles,  watering 
wn  radical  refomn  and  tinkering  in- 
ead.  The  trouble  is,  if  Eu- 
pe  keeps  falling  behind  the 
st  of  the  industrialized 
)rld  economically,  its  social 
ilaise  will  only  escalate. 
Already,  there  are  signs 
at  Europe  is  in  crisis. 
)ntinental  Europeans  have 
ig  boasted  of  their  nar- 
wer  income  gaps  and  low- 
crime  rates  compared 
th  the  U.  S.  and  Britain, 
it  as  unemployment  rises, 
ime  does,  too.  In  the  re- 
in around  leper,  a  town 
ar  the  French-Belgian 
rder  where  youth  unem- 
Dyment  tops  60%,  gangs 
ve  broken  into  homes  and 
dnapped  three  entrepre- 
urs  and  their  families  in  recent 
)nths,  demanding  huge  ransoms.  In 
•ance,  armed  robbery  and  other  vio- 
it  crime  were  up  7%  last  year. 
tLLISION  COURSE.  Politicians  are  under 
hunting  pressure  from  the  electorate 
slam  on  the  brakes.  In  early  Febm- 
y,  a  fourth  French  city  endoreed  Jean- 
arie  Le  Pen's  right-wing  National 
*ont  Party,  which  opposes  European 
jnetary  union  and  would  deport  im- 
igrants  to  create  jobs  for  French  citi- 
ns.  French  President  Jacques  Chirac's 
pularity  is  ebbing  daily,  and  unless 
e  economy  improves  this  year,  the  So- 
ilists  could  win  the  parliamentary  elec- 
ins  in  1998.  There  is  no  doubt  they 
)uld  dial  back  on  reform. 
In  Gei-many,  Chancellor  Helmut  Kohl 
under  bitter  attack  for  proposing  busi- 
ss-tax  cuts  while  trimming  the  wel- 
-e  state.  Recent  polls  put  Kohl's  Chi-is- 
in  Democratic  tlnion  neck-and-neck 
th  the  opposition  Social  Democratic 
irty  (SPD).  which  seeks  to  capitalize  on 


gr-owing  antii-eform  sentiment.  "We  can't 
allow  globalization  to  lead  to  an  unrea- 
sonable erosion  of  the  social  secmity  sys- 
tem," insists  SPD  leader  Oskai"  Lafontaine. 

Eui'ope's  embattled  politicians  ai'e  on  a 
collision  course  with  the  captains  of  in- 
dustry. Business  leaders,  newly  in  love 
with  the  concept  of  creating  shareholder 
value,  are  ah-eady  committed  to  a  second 
wave  of  restructuring.  If  economic  re- 
form doesn't  move  forward  to  theii-  lik- 
ing, they'll  simply  send  more  jobs  and 
capital  away.  Look  at  Unilever,  the  $55 
billion  Anglo-Dutch  consumer  products 
company.  On  Feb.  11,  Chairman  Niall 


THE  WORLD  ECONOMY  VS.  EUROPE 


WHAT  THE  FREE  MARKET  1 
DEMANDS  1 

1         THE  EUROPEAN 
1  MIND-SET 

•  Europe  must  bring  down 
labor  costs 

•  We're  proud  of  our  workers' 
high  standard  of  living 

•  Economies  should  be 
totally  deregulated  and 
open  to  competition 

•  Competition  creates  haves 
and  have-nots;  we  believe 
in  egalite 

•  The  service  sector  must 
create  jobs  to  replace 
smokestack  industry 

•  McDonald's  isn't  a  "real 
job";  no  dignity  or  upward 
mobility 

•  The  welfare  state  has  to 
shrink  to  bring  government 
deficits  down 

•  A  government  safety  net 
is  the  hallmark  of  a  hu- 
mane, modern  civilization 

DATA  BUSINESS  WEEK 

W.  A.  FitzGerald  announced  his  inten- 
tion to  sell  Unilever's  $4.9  biUion  spe- 
cialty-chemicals business,  with  head- 
quarters in  the  Netherlands  and  Britain. 
Meanwhile,  he  is  making  huge  invest- 
ments in  China  and  India.  "Europe  is 
increasingly  being  outperformed  by  the 
rest  of  the  world  markets,"  he  says. 

Eui'opean  leaders  who  extol  speedy 
monetary  union  as  the  solution  to  the 
Continent's  woes  are  even  rethinking 
that.  In  theoiy,  a  single  market  with  one 
currency  should  be  more  competitive 
globally.  But  slashing  budgets  to  meet 
the  Maastricht  Treaty  criteria  for  mone- 
tary union  is  proving  too  painful.  Top 
GeiTnan  officials  are  liinting  foi-  the  first 
time  that  the  1999  deadhne  for  emu's 
iirst  stage  might  have  to  be  postponed. 
"The  closer  we  get  to  the  deadline,  the 
angiier  people  will  grow,"  says  sociologist 
BaiTeau.  "We  have  to  slow  down." 

The  catch  is  that  only  fuither  refoiTn 
is  likely  to  pull  Eiu'ope  out  of  its  jobless 
fimk.  Outmoded  regulations  stunt  the 


development  of  the  service  sector,  which 
could  create  new  employment  to  offset 
the  loss  in  manufactming.  For  instance, 
French  law  protects  small  shopkeepers 
from  big  discounters'  competition,  so  the 
retail  sector  remains  inefficient.  Telecom- 
munications and  airlines  are  just  begin- 
ning to  be  deregulated,  and  financial  in- 
stitutions have  yet  to  experience  full 
competition  that  would  expand  the  mar- 
ket and  create  employment. 
UNREAL.  Yet  deeply  embedded  cultural 
values  block  change.  Lower-paid  ser- 
vice-sector jobs  are  viewed  with  dis- 
dain. Few  Europeans  believe  in  the  no- 
tion of  upward  mobility,  so 
they  are  reluctant  to  take 
entry-level  jobs  or  tempo- 
rary work,  fearing  they  will 
never  rise.  For  instance, 
Warner  Bros,  had  trouble 
reciiiiting  for  160  full-time 
and  1,500  summer  positions 
at  its  new  amusement  park 
in  Germany's  Rulir  Valley — 
despite  high  levels  of  unem- 
ployment from  shuttered 
coal  mines  in  the  region. 
One  reason:  Local  unem- 
ployment offices  discouj-aged 
applicants,  saying  the  park 
did  not  offer  "real  jobs." 

If  political  leaders  are 
lucky,  some  of  the  reform 
efforts  made  to  date  will  be- 
gin to  pay  off  this  year.  Thanks  to  a 
clampdown  on  wage  increases  and  a 
new  tolerance  of  part-time  and  tempo- 
rary work,  Holland's  economic  rebound 
has  created  200,000  jobs  in  the  past  two 
years,  bringing  unemployment  down  to 
6.1% — half  the  Eui'opean  average.  An- 
other economic  boost  could  come  from  a 
stronger  dollar,  which  will  help  Euro- 
pean exports.  And  politicians  are  pray- 
ing that  a  cyclical  uptum  in  1997  will 
shave  a  point  or  two  off  unemployment. 

But  even  if  that  rosy  scenario  devel- 
ops, policymakers  can't  I'elax.  The  show- 
down between  a  Corporate  Eur-ope  bent 
on  following  in  Anglo-Saxon  footsteps 
and  a  centuries-old  tr-adition  of  social 
welfare  will  only  intensify  under  the 
pressure  of  the  global  market.  That 
could  bring  the  new  mur-murs  over  Eu- 
rope's economic  model  to  shouting  pitch. 

By  Gail  Edmondson  in  Paris,  with 
David  Woodruff  in  Bonn,  Mia  Trinephi 
iji  Pans,  William  Echikson  in  Brus- 
sels, and  bureau  reporis 


While  business  leaders  push  for  more  restructuring, 
politicians  feel  the  pressure  to  slam  on  the  brakes 
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ANSON  CHAN,  THE  BEST 
BELLWETHER  IN  HONG  KONG? 

The  civil  service  chief's  moves  could  signal  the  territory's  fate 


It  was  an  embaiTassing  situation.  In 
late  January,  Hong  Kong  Chief  Sec- 
r-etary  Anson  Chan  was  in  the  U.  S. 
on  a  serious  mission:  to  tell  influential 
Americans  they  should  be  optimistic 
about  Hong  Kong's  future.  Yet  even 
while  she  was  pursuing  her  task,  offi- 
cials back  home  preparing  for  the  July 
handover  suggested  they  would  scrap 
laws  g-uaranteeing  freedoms.  That 
triggered  an  angiy  backlash  in  the 
U.  S.  More  surprising,  the  move  to 
dilute  civil  liberties  disappointed 
Chan  herself.  "I  have  to  confess  that 
the  latest  development  has  made 
my  job  rather  more  difficult,"  she 
told  reporters  on  her  return. 

Chan  is  in  the  spotlight  at  a  crit- 
ical moment.  As  second  in  command 
to  Governor  Chris  Patten,  the  57- 
year-old  Chan  has  staunchly  de- 
fended Hong  Kong's  freedoms.  Yet 
she  has  also  accepted  Hong  Kong 
Chief  Executive-designate  C.  H. 
Tung's  invitation  to  stay  on  as  head 
of  the  civil  service.  Now,  Timg  and 
other  members  of  the  Preparatoiy 
Committee,  which  is  overseeing  the 
transition,  are  moving  to  roll  back 
some  of  Patten's  key  refonns.  Many 
ai'e  wondering  if  the  integiity  of  the 
service  will  suffer  after  the  hand- 
over If  Chan  stays  on  in  her  job,  it 
will  be  a  clear  sign  she  believes  in 
the  new  order's  ability  to  preserve 
Hong  Kong's  autonomy.  But  if  Chan 
feels  she  must  resign,  many  senior 
staff  would  follow,  rocking  the  sys- 
tem. "We're  all  watching  to  see  how 
she  manages  to  balance  the  situa- 
tion," says  one  civil  sei-vant. 
KEY  ALLY.  Timg,  for  his  part,  pub- 
licly supports  Chan.  In  a  December 
interview,  he  called  her  a  "loyal  civil 
servant."  The  two  worked  closely  to- 
gether when  Tung  was  a  member  of 
the  governor's  executive  council,  and 
Tung  considers  her  a  personal  friend. 
Chan  even  christened  one  of  his  ships 
when  it  was  launched  in  1995.  It's  clear 
how  disinptive  her  departure  fi-om  gov- 
ernment would  be.  "Nothing  would 
work  without  her,"  says  a  British-born 
civil  servant.  "Tung  needs  her  more 
than  she  needs  him."  Chan  declined  to 
comment  for  this  stoiy 


But  if  Timg  needs  Chan,  Chan  needs 
to  build  a  good  relationship  with  Beijing. 
Chinese  officials  stOl  treat  her  with  deep 
suspicion:  She  represents  the  colonial 
government.  Despite  her  persistent  at- 
tempts to  break  the  ice,  the  Chinese 
have  for  the  most  part  politely  rebuffed 
her  "[The  Chinese]  blow  hot  and  cold 
over  her,"  says  Michael  Yahuda,  a  China 


Chinese,  she  can  relate  so  much  bet 
ter,"  says  Vincent  Cheng,  executive  d: 
rector  of  HongKong  &  Shanghai  Bani 
ing  Corp.  Chan  has  opened  Victor! 
House,  her  official  residence,  to  numei 
ous  charity  functions — and  for  the  firs 
time  in  history  Victoria  House  has  roi 
finely  served  Chinese  food.  Chan's  wii 
ning  smile  has  won  her  the  nicknam 
"Say  Man" — after  a  mah-jongg  til 
whose  markings  resemble  a  big  gi'in. 
BATTLES.  Chan  was  bom  into  a  Shanf 
hai  dynasty  accustomed  to  prominent 
Her  grandfather  was  a  Kuomintan 
general  who  fought  against  the  Japanes 
occupation.  Her  uncle,  Harry  Fang,  is 
well-known  Hong  Kong  doctor  wh 
helped  treat  Deng  Xiaoping's  eldest  so 
Pufang,  crippled  during  the  Culturi 


THE  WOMAN 
TO  WATCH 

Anson  Chan,  57 


Born  into  a  prominent 
Shanghai  family,  one 
of  eight  children. 
Moved  to  Hong  Kong 
in  1948.  Joined  the 
civil  service  in  1962. 


watcher  and  professor  at  the  London 
School  of  Economics. 

If  Beijing  policymakers  end  up  alien- 
ating Chan,  they  would  lose  an  impor- 
tant ally  in  the  effort  to  achieve  a 
smooth  transition.  Chan's  importance 
lies  not  just  in  her  position  but  also  in 
her  forceful  personality,  her  integrity, 
and  her  deft  touch  in  public  relations. 

When  Patten  named  her  as  chief  sec- 
retary in  1992,  Chan  redefined  the  job. 
She  was  the  first  Chinese  (and  the  first 
woman)  to  hold  the  post.  "Because  she's 


Pushed  for  deregula- 
tion in  Hong  Kong, 
improved  women's  po- 
sition in  civil  service, 
became  first  woman 
and  first  local  to  head  I 
civil  service. 


A  loyal  lieutenant  to 
Governor  Chris  Patten, 
she  has  pledged  to 
work  in  the  new  gov 
ernment  of  C.H.  Tung, 
which  may  undo  some 
of  Patten's  reforms. 

DATA:  BUSINESS  WEEK 


Revolution.  Chan's  father  was  a  texti 
manufacturer,  while  her  mother,  who 
still  alive,  is  a  well-known  painter  H 
brother  David  runs  the  Hong  Koi 
Academy  of  Medicine. 

Anticipating  a  communist  victory 
the  civil  war,  Chan's  father  moved  tl 
family  to  Hong  Kong  in  1948.  In  196 
Anson  Chan  joined  the  civil  servic 
where  she  demonstrated  a  readiness 
take  on  vested  interests.  As  Secreta; 
for  Economic  Services  from  1987 
1993,  she  decided  early  on  that  the  tel 


In   1996,   LG   invested  over  US$9  billion   to  grow   its  business. 


It's  nice  to  meet  you. 
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com  sector  should  be  opened  for  com- 
petition, despite  fierce  opposition  from 
Britain's  Cable  &  Wireless,  which  had  a 
monopoly  through  its  Hong  Kong  Tele- 
com affiliate. 

Chan  battled  with  British  aviation 
authorities  and  British  Aimays  PLC  to 
win  a  fair  share  of  the  London-Hong 
Kong  traffic  for  the  temtory's  big  car- 
rier, Cathay  Pacific  Aii-ways.  "She  was 
very  tough  in  dealing  with  the  U.  K.," 
recalls  Aii"port  Authority  Director  Eliz- 
abeth M.  Bosher  Chan  has  also  spaired 
vrith  Cathay  Pacific,  which  resisted  giv- 
ing I'outes  to  a  fledgling  carrier.  Air 
Hong  Kong.  In  addition,  she  opened  up 
development  of  container  ports  to  new- 
players.  That  effort  gave  her  the  chance 
to  hobnob  with  key  business  leaders, 
including  property  tycoon  Li  Ka-shing. 
PAYBACK  TIME.  Along  the  way,  Chan 
kept  pushing  women's  rights.  In  1976, 
she  and  other  women  officials  estab- 
lished the  Association  of  Female  Senior 
GoveiTiment  Officers.  At  that  time,  men 
employees  received  housing  perks,  med- 
ical benefits,  and  education  allowances 
amounting  to  as  much  as  66%  of  their 
take-home  pay.  Women  got  only  a 
salary.  Chan  chaired  the  group  from 
1978  to  1981— and  in  her  cool  but  de- 
termined style  successfully  lobbied  top 
policymakei's  to  back  parity. 

A  high  priority  for  Chan  is  to  keep 
corruption  from  seeping  into  Hong 
Kong.  Many  Chinese  officials  owe  fa- 
vors to  Hong  Kong  tycoons,  who  have 
lavished  gifts  and  money  on  their  main- 
land contacts.  Now,  she  fears,  this  may 
be  payback  time.  "I  think  this  really 
depresses  her,"  says  one  civil  servant. 
"She  does  not  want  the  culture  of  clean 
government  to  change." 

One  measure  of  Chan's  influence  in 
the  new  government  may  come  soon, 
when  Tling  announces  other  members  of 
his  civil-seivice  team.  Many  ai'e  eager  to 
see  if  he  will  keep  people  close  to  Chan, 
especially  Donald  Tsang,  the  financial 
secretary.  Tsang  has  publicly  attacked 
plans  to  dilute  Hong  Kong's  civil  liber- 
ties and  has  questioned  the  wisdom  of 
Timg's  call  for  an  active  industrial  policy. 
"This  [appointmentl  will  be  the  first 
concrete  indicator  of  how  much  [TlingJ 
will  tolerate  a  variety  of  voices,"  says  a 
U.  S.  official  in  Hong  Kong. 

If  Tfeang  is  not  appointed,  it  could  be 
another  sign  that  the  civil  service  is 
destined  to  evolve  into  something  quite 
different  under  the  new  regime.  If  that's 
the  case,  Anson  Chan  has  some  diffi- 
cult decisions  to  make.  For  Chan,  the 
handover  is  tuiTiing  out  to  be  the  gi'eat- 
est  challenge  of  an  illustrious  career. 
By  Joyce  Banuithan  in  Hong  Kong 
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YOU  HAVE  TO  BE 
PUSHY  AND  AGGRESSIVE' 

How  Rebecca  Mark  helped  Enron  bounce  back  in  India 


IMPORT  DUTY  ££[It  s]  .. 

whatever  the  customs 
inspector  wants  it  to 
be  on  the  day  you  get 


The  contmversy  over  Enron  Corp.'s  $2.5 
billion  power  project  in  India  has  fi- 
nally ended.  Five  years  after  plunging 
into  bidia,  the  Houston-based  company 
has  started  building  its  liquefied-natur- 
al-gas  power  plant.  Enron  had  to  re- 
verse a  cancellation  of  its  contract,  se- 
cure approvals  from  three  sitccessive 
governments,  and  win  2k  lawsidts. 

Rebecca  P.  Mark,  k2,  is  chairman 
and  CEO  of  Enron  International,  In- 
dicts largest  and  most  visible  interna- 
tional investor.  Mark  visited  India  in 
Febrriary  to  annownce  that  she  was 
spearheading  an  additional  $10  billion 
of  investment  in  the  power  sector.  She 
spoke  with  business  week  special  cor- 
respondent Manjeet  Kripalani  in  New 
Delhi. 

Q:  How  did  you  get  the  deal  cleared? 
As  I  think  what  worked  was  that  we 
never  stopped  talking.  Our  contract  al- 
lowed us  to  arbitrate  through  legal  in- 
ternational means,  so  we  did.  Eveiyone 
realized  a  solution  was  necessaiy.  Once 
the  project  got  started,  there  was  a  lay- 


er of  people  [in  government]  wh( 
supported  it. 

Q:  What  do  you  think  you  du 
right  or  urrong  in  India? 
A:  I  think  most  people  though' 
[our  project]  was  too  grandiose^ 
They  said  no,  you  can't  do  tha: 
for  India.  Another  thing  peopk 
thought  we  did  wrong  was  no 
taking  a  local  partner.  But  all  tb 
local  partners  with  multination 
als  in  power  projects  in  Indi; 
have  gone  nowhere.  People  als( 
thought  we  didn't  do  it  "the  In 
dian  way,"  whatever  that  mean? 
We  were  extremely  concerne( 
with  time,  because  time  is  mone; 
for  us.  People  thought  we  wen. 
pushy  and  aggressive.  But  thin] 
of  the  massive  bureaucracy  wn 
had  to  move.  How  do  you  move  ;ii 
bui-eaucracy  that  has  done  thingj 
one  way  its  entire  collective  lifef 
You  have  to  be  pushy  ani^ 
aggressive. 


Q:  Do  you  think  you  priced  th 
deal  too  high  initially? 
A:  In  India,  you're  supposed  to  hav- 
20%  import  duty  on  equipment.  Bu 
when  it  comes  right  down  to  it,  ver 
common  in  a  project  is  that  it  doesn' 
end  up  being  20%  but  whatever  th 
customs  inspector  wants  it  to  be  on  th 
day  you  get  there.  So  you  have  to  pric 
that  risk  in. 

Q:  How  has  the  role  of  foreign  investor 
in  India  changed  since  Enron's  tron 
bles  first  began  ? 
A:  We  hope  om-  troubles  have  smoothe 
the  way  for  othei-s.  That  Em-on  was  abl 
to  win  24  lawsuits  in  India  should  giv 
comfort  to  other  investors  coming  in. 

Q:  How  is  the  investment  climate  i 
India  now?  How  does  it  compare  t 
China? 

A:  When  Em-on  fii'st  came  into  Indi 
five  years  ago,  everyone  was  lookin 
China-ward,  whereas  Enron  was  eai 
marking  major  investments  for  Indii 
This  year  there  was  a  total  chang< 
Most  people  who  had  gone  into  Chin 
were  redirecting  their  focus  to  India. 
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i  TROUBLING  BARRAGE  OF  TRADE  SANCTIONS 
ROM  ALL  ACROSS  AMERICA  

■rade  sanctions  used  to  be  Washington's  almost  exclusive 
preserve.  But  now,  to  the  consternation  of  U.  S.  business, 
states  and  cities  across  the  nation  are  muscling  in  and 
king  sanctions  a  booming  American  gi'owth  industry.  Al- 
,dy,  trade  and  investment  with  35  nations  that  buy  a  fifth 
the  world's  $4  trillion  annual  exports  are  subject  to  U.  S. 
lalties  of  some  sort,  according  to  the  National  Association 
Manufacturers.  And  the  trend  is  accelerating, 
-''rightened  business  groups  ai-e  mounting  a  lobbying  coun- 
offensive.  Fonner  U.  S.  trade  ambassador 
,yton  Yeutter  is  heading  a  push  by  the  Na- 
lal  Foreign  Trade  Council,  which  represents 
I  U.  S.  companies,  to  persuade  Congress  to 
p  the  epidemic.  Yeutter  wants  congression- 
learings  to  broadcast  the  message  that  sanc- 
is  enacted  in  a  fit  of  outrage,  however  jus- 
id,  gnaw  at  American  corporate  sales  and 
fits.  "We  need  to  evaluate  each  situation 
efully  and  determine  if  we  are  going  to 
ieve  the  desired  result,"  he  says. 
\Rta  BELLS.  Yeutter's  chances  of  radically 
nging  matters  are  slim.  The  lobbying  cam- 
gn  raises  hot-button  issues,  such  as  states' 
tits.  Alarm  bells  started  jangling,  for  in- 
nce,  when  Massachusetts  joined  a  slew  of 
lerican  cities — from  Oakland,  Calif.,  to  Ann 

)or,  Mich. — in  imposing  trade  sanctions  on  BURMA:  Protesting  students 
ipanies  trading  with  Burma  last  year.  The 


jsures  ban  or  penalize  bidding  by  sanctions-busters  for 
)lic  contracts.  Massachusetts  is  now  mulling  a  similar 
ve  against  Indonesia,  whose  human  rights  abuses  in  East 
lor  are  the  focus  of  gi'owing  protests, 
lie  state-imposed  sanctions  have  angered  America's  trad- 
partners  as  well.  Both  Japan  and  the  European  Union 
e  complained  to  Washington  that  the  measures  are  illegal 
ause  they  flout  World  Trade  Organization  accords.  Business 
ues  that  the  rules,  adopted  at  U.  S.  insistence,  are  impor- 


GLOBAL  WRAPUP 


tant  weapons  against  unfair  foreign  trade  practices. 

But  business  won't  be  getting  much  help  from  Congress. 
Some  legislators  have  their  own  agendas,  from  beefing  up 
sanctions  against  Cuba  to  renewing  those  against  Colombia. 
And  many  want  the  White  House  to  use  its  powei-s  to  ban  fu- 
ture U.  S.  investment  in  Burma.  If  that  happens,  wam  busi- 
ness advocates,  the  U.  S.  could  be  pitched  into  a  major  fight 
with  the  nine-nation  Association  of  Southeast  Asian  Nations 
(ASEAN),  which  Bui-ma  is  scheduled  to  join  in  July.  In  that 
event,  contends  Ernest  Z.  Bower,  president  of 
the  U.  S.-ASEAN  Council  for  Business  &  Tech- 
nology Inc.,  "we  not  only  lose  business,  we 
lose  the  opportunity  to  affect  the  pace  of 
change  in  the  entire  region." 

Business'  biggest  beef  is  that  U.  S.  sanc- 
tions are  mostly  Lone  Ranger-style,  unilateral 
efforts.  Too  often,  they  result  in  foreign  com- 
l^anies  being  handed  contracts  on  a  plate  while 
the  offending  regime  goes  unpunished.  Along 
the  way,  the  U.  S.  also  loses  its  capacity  to 
influence  other  nations'  policies  on  outstanding 
issues  ranging  from  drug  enforcement  to  hu- 
man rights.  That's  just  what  El  Segundo 
(Calif.)-based  Unocal  Coitd.  is  arguing  as  it  at- 
tempts to  rescue  its  28%  share  of  a  $1  billion 
(jffshore  natui'al  gas  well  and  pipeline  project  in 
Burma. 

But  Yeutter  is  going  to  need  more  com- 
pelling arguments  to  stem  the  rising  tide  of  U.  S.  trade  and 
investment  restrictions — and  quickly.  New  York  City  is  con- 
sidering boycotting  Swiss  financial  institutions  over  the  Nazi 
gold  affair.  And  the  handover  of  Hong  Kong  to  China  in 
mid-year  could  stir  up  new  sanctions  demands  if  Beijing 
tampers  with  democratic  rights  there.  At  this  rate,  exporters 
may  soon  be  looking  back  on  today's  Burma  sanctions  as 
the  good  old  days. 

By  Paul  Magnusson  in  Washington 


ILL  KOHL  CALL  ITttUITS? 

As  if  Germany's  low  growth  and 
gh  jobless  rates  weren't  trouble 
lough,  Chancellor  Helmut  Kohl  is 
cing  a  political  crisis.  When  his  tax 
form  plans  sparked  a  chorus  of  crit- 
isni  within  his  own  Christian  Demo- 
atic  Union  party.  Kohl  seemed 
icharacteristically  powerless  to 
lell  dissent.  Now  rumors  are  flying 
at  he  is  ready  to  throw  in  the  towel, 
ther  than  run  for  reelection  in  1998. 
Kohl  says  he'll  decide  soon.  But  po- 
ntial  successors  are  already  circling. 


They  include  CDU  chief  Wolfgang 
Schauble,  Finance  Minister  Theo 
Waigel,  Defense  Minister  Volker  Riihe, 
and  Bavarian  Premier  Edmund 
Stoiber.  It's  hard  to  imagine  Kohl  step- 
ping down  before  he  sees  through  Eu- 
ropean Monetary  Union.  But  if  he  waf- 
fles too  long,  CDU  infighting  vrill  make 
it  even  harder  to  enact  the  kind  of  re- 
fonn  desperately  needed  to  get  Ger- 
many's economy  back  on  track. 

A  LEGAL  REPRIEVE  IN  CHINA 

►  China's  Justice  Ministry  has  backed 
off  from  imposing  strict  new  rules  on 


foreign  law  firms.  Planned  for  Janu- 
ary, they  would  have  banned  the  firms 
from  employing  Chinese  attorneys 
and  legal  aides.  Indeed,  most  of  the 
more  than  70  foreign  law  offices  in 
Beijing  would  have  had  to  fire  all 
their  Chinese  lawyers  and  staff — 
some  of  them  relatives  of  prominent 
Chinese  officials.  That  caused  a  ripple 
through  other  Chinese  government 
ministries.  Led  by  the  Foreign 
Affairs  Ministry,  itself  besieged  by 
diplomatic  protests,  they  lobbied  the 
Justice  Ministry  to  back  down,  legal 
experts  in  the  U.S.  say. 


Marketing 


BRANDS 


OH  YEAH. 

THEY  ALSO  SERVE  FOOD 

Can  House  of  Blues  be  the  big  daddy  of  all  theme  restaurants? 


On  the  barometer  of  excess,  this 
year's  Super  Bowl  halftime  show 
may  have  set  records.  Amid  a  bar- 
rage of  fii'eworks,  the  show  culminated 
with  the  Blues  Brothers,  James  Brown, 
and  ZZ  Top,  all  on  a  4,000-square-foot 
stage,  encircled  by  hundreds  of  bikers 
on  Harleys  and  shimmying  dancers. 
Billed  as  a  tribute  to  New  Orleans,  the 
extravaganza  was  also  a  brand- 
building  exercise  for  hob  Eii 
tertainment  Inc.,  a  West  Holl\ 
wood-based  chain  of  foui-  House 
of  Blues  restaurants  and  night- 
clubs with  gi'andiose  ambitions. 

Of  course,  theme  restaurants 
aren't  new.  Entertainment-ori- 
ented eateries  such  as  Planet 
Hollywood  Inc.  are  on  every 
comer.  What  makes  hob  differ- 
ent is  founder  Isaac  B.  Tigrett's 
plan  to  create  an  entertainment 
emporium  centered  around  live 
music.  HOB  is  the  first  theme 
restaurant  with  a  concert  hall 
used  as  a  production  studio,  and 
HOB-linked  programming  can  be 
found  in  every  media  outlet. 
"We  are  creating  media  pro])- 
erties  as  tools  for  the  brand," 
says  Tigrett,  48. 
"RECKLESS."  Certainly,  the 
chain-smoking  Tennessean  does 
not  lack  ambition.  In  1971,  with 
a  loan  from  his  father,  he  co- 
founded  Hard  Rock  Cafe,  then 
sold  out  for  $108  million  in  1988 
to  meditate  in  India.  Now  he's 
back,  and  the  only  part  of  the  is  a  backer 
Hard  Rock  he  wants  to  repli- 
cate  is  its  legendary  brand. 

Working  with  Indian  mystic  Sai 
Baba — a  spiritual  adviser  who  blesses 
all  .strategic  efforts — Hgrett  has  the  fom*- 


nized  several  stops  were  canceled.  The 
only  thing  missing  is  a  profit:  Last  year, 
the  private  company  lost  an  estimated 
$14  million  on  sales  of  about  $60  million. 

Blues  music,  too,  seems  hard  to  find. 
Tigrett  admits  only  20%  of  the  L.  A. 
acts  are  blues,  but  argues  that  a  bluesy 
image  helps  broaden  hob's  appeal.  "The 
blues  is  the  root  of  all  music  created  in 


TIGRETT  AND 
AYKROYD:  A 

Blues  Brother 


year-old  House  of  Blues  in  overdrive.  It 
has  ventures  in  records,  publishing,  con- 
cert tours,  and  radio.  A  syndicated  TV 
show  ran  for  a  season,  and  a  Web  site 
broadcasts  live  concerts.  Clubs  will  open 
this  year  in  Orlando — financed  by  Walt 
Disney  Co. — and  in  Myrtle  Beach,  S.  C. 
A  Chicago  hotel  is  being  built,  hob  even 
plans  foui'  concert  toui-s,  although  a  Joe 
Cocker  toui'  last  year  was  so  disorga- 


the  U.S.,"  he  says.  "Through 
the  blues,  we  can  become  syn- 
onymous with  all  live  music." 

To  finance  his  new  empire, 
Tigi-ett  has  raised  over  $65  mil- 
lion in  private  placements  fr-om  the  Ukes 
of  the  Harvard  Management  Co.,  the 
university's  investment  arm,  and  the 
rock  group  Aerosmith.  Walt  Disney 
owns  10%  of  hob,  while  an  on-again, 
off-again  initial  public  offering  is  tenta- 
tively scheduled  for  later  this  year  And 
although  he  can't  offer  the  star  power  of 
Planet  Hollywood  investor  Arnold 
Schwarzenegger,  Tigrett  does  have  Dan 
Aykroyd  and  John  Goodman. 

So  far,  Tigrett  has  spent  tons  of  his 
investors'  money  building  name  recog- 
nition. He  will  assemble  an  HOB  pres- 


ence anywhere  cameras  gather — at  last! 
summer's  Olympics  in  Atlanta,  for  ex| 
•  ample,  where  hob  put  up  a  temporarjl 
nightclub  in  a  church.  But  that  venture  i 
says  one  investor,  lost  $11.2  million  anc  i 
prompted  the  defection  of  several  execs  : 
"The  concept  is  genius,  but  his  spending  i 
is  reckless,"  says  Michael  J.  Klenfer,  ar 
independent  music  industry  and  formei 
HOB  consultant.  Tigrett  won't  confiiir 
the  number,  but  blames  the  Centennia; 
Park  bombing  for  the  loss. 
LONG  LINES.  Most  of  the  big  bucks  gft 
into  the  four  restaurants  themselvesf 
built  to  showcase  African-American  foil 
art  and  blues  artifacts.  The  largest,  ii 
Chicago,  seats  1,500  and  cost  about  ."fL!* 
million  to  erect.  The  Los  Angeles  club  i;j 
encased  in  metal  from  a  lOO-year-olcj 
Mississippi  cotton  gin.  At  showtime,  I 
55-foot  bar  shellacked  with  license  plate: 


GRAND  PUNS 

BLUES  CLUBS  Four  up, 
two  more  planned  for  this 
year 

BROADCAST  Syndicated 
radio  show.  TV  show 
cancelled 

RECORDING  Gospel,  blues 
CDs 

TOURS  Acts  include  hip- 
hop,  funk,  reggae,  and  tra- 
ditional blues 

NEW  MEDIA  Live  concerts 
over  tfie  Internet 

PUBLISHING  Coffee  table 
books  on  music 

RETAIL  Clothes,  books,  and 
CDs  sold  at  clubs 


and  bottle  caps  splits  open  to  reve; 
the  stage.  While  owners  of  classic  blue 
clubs  snicker,  the  clubs  draw  long  lin< 
"There's  great  energy,"  says  club  visits 
Jennifer  L.  Aaker,  assistant  professo 
of  marketing  at  the  University  of  Cat 
fornia,  Los  Angeles. 

Still,  creating  a  national  brand  is  nl 
easy  task,  even  for  a  company  whosi 
motto  is  "On  a  mission  from  God."  Onl 
investor  says  last  year's  IPO  wa|| 
scrapped  because  House  of  Blues  wasn[ 
profitable.  Tigrett  remains  brash.  "I  ar| 
the  innovator,"  he  says,  claiming  th 
company  should  turn  a  profit  this  yea 
"They  are  all  watching  me."  If  he  can  j 
puU  it  off,  however,  he  could  find  himse  ,| . 
singing — not  selling — the  blues. 

By  Kathleen  Morris  in  Los  Angela  ^'^'^ 
  [mot 


The  laptop  freed  you  from  your  office, 
we're  about  to  free  you  from  your  laptop. 


It's  Windows'  in  the  palm  of  your 
hand.  Incredible,  isn't  it,  the  kind  of 
mobility  the  new  Velo  gives  you. 
Whether  you're  writing  a  brief  on  a 
plane  or  sending  e-mail  from  a  hotel 
room,  it's  never  been  easier  to  carry 
your  work  around. 

The  Velo  has  a  built-in  modem  as 
2II  as  Windows  CE  pocket  versions  of  Word,  Excel  and  Internet 
ploren  And  check  this  out:  it  even  lets  you  record  voice 
jmos.  It  weighs  less  than  a  pound,  but  does  a  ton  of  work. 
l-888-FQR-VELO  or  visit  our  Web  site  at  www.velpl.com. 


Lef^  }mke  beff&^ 
PHILIPS 


MAGNAVmC 


€'  1997  Philips  Electronics  North  America  Corporation 
Velo  is  a  registered  trademark  of  Philips  Electronics.  All  other  names  are 
either  registered  trademarks  nr  rrademark^  nf  their  rP.<ine^r.hyfk  nwnpr^ 


You'd  give  your  life  for  them. 
But  that's  not  what  they  want. 

They  just  want  you 
to  stay  healthy. 


The  fact  is,  you  could  be 
at  risk  of  having  a  first  heart  attack, 
if  you  have  high  cholesterol. 


PRAVACHOL  is  proven  to  help 
prevent  a  first  heart  attack. 


RAVACHOL  is  the  only 
holesterol-lowering  drug 
;f  its  kind  proven  to  help 
irevent  a  first  heart  attack, 
i  Jid  the  grim  fact  of  the 
latter  is,  up  to  33%  of 
eople  do  not  survive  their 
i  rst  heart  attack. 
Improving  your  diet 
nd  exercise  is  important, 
ut  may  not  be  enough, 
o,  ask  your  doctor  about 
ravachol.  It  may  help  you 
ve  a  longer,  healthier  life. 


Pravachol,  when  used  with 
diet,  is  proven  to  reduce  the  risk 
of  a  first  heart  attack,  lower  the 
risk  of  death  from  heart  disease, 
and  lessen  the  risk  of  heart 
surgery,  based  on  a  new  landmark 
five-year  stucHy  including  over 
6,500  males  with  high  cholesterol 
and  no  evidence  of  heart  disease. 
Pravachol  is  a  prescription  drug, 
so  you  should  ask  your  doctor 
or  healthcare  professional  if 
Pravachol  is  right  for  you.  Some 
side  effects,  such  as  slight  rash 
or  mild  stomach  upset,  occur 
in  about  2-4%  of  patients. 
Pravachol  should  not  be  taken 
by  women  who  are  pregnant  or 
nursing,  people  who  are  allergic 


to  any  of  its  ingredients  or  by 
anyone  with  liver  disease.  Your 
doctor  may  perform  blood  tests 
to  check  your  liver  function 
before  and  during  treatment. 
Tell  your  doctor  right  away  if  you 
experience  any  muscle  pain  or 
weakness,  as  it  may  be  a  sign  of 
a  rare,  but  serious  side  effect.  Be 
sure  to  mention  any  medications 
you  are  taking  so  any  possible 
serious  drug  interactions  can  be 
avoided.  Please  see  important 
information  on  the  next  page. 


Dravastatin  sodium 


Visit  our  Web  site  at  www.pravachol.cotn 


Ask  your  doctor 
if  Pravachol  is  right  for  you  or  call 

1-800-PREVENT 

PRAVACHOL  helps  prevent  first  heart  attacks. 

©  1996  BristoI-MvL-rs  Squibb  Co. 


PRAVACHOL^ 

P'avastatjn  ScuJium  TaWets 


COWTRAJMDICATKWS:  "j^^^eTSt&f- 


-  ":ca"^         Z'ec^arc.  Prarastatin  sr-..  :  :r       -  /,:-=:■ 

-.-lidbeanng  age  only  Wtien'sudi  pi:  ;--      -     ,     ike  >  ;c         .-  -  ' :  -  ir-- 
of  the  potental  hazards.       K^'T*  T 

23rcr-a.  tcS  AS'e  "G".  i^'j^Z'if.  ii~  -  -  i  -  -    -  - 
r  T«s  vr.fr%  r  ir<y-  zesA  nr'V 

-j^xrfT      '-c  -OS  i/e  -     -  -.  -      -   ; "   -  ■  ; 

at:.'.'-?^;  i'c  ■/         'i      — i oi  '  n-.  v^-'i"-  rt  .5  recommendecl  that  Imef 

function  tests  be  peffonned  before  ttie  inrtiation  of  treatment  at  6  and  12  weetts  after  mttiation  of 
re'55,i  '-'  e'e-.-rt^n  m  dose,  and  periodically  thereafter  (e  g  s^m  3nTj5">   -r^  -  :: 

;  -  7:  ;..  :  'KC/ — -erce:  icr^-e   .5'  Cisase 

xTTi-ccato-s    r*  j&5  r  :'-5,-£r';-_s*  COMTRAJHDIC*" 

CulficAL  PHAfiMAr^LOGY^Pfianra^  -  -  _  -  =  _ 

Skeletal  Muscle  — Rare  cases  of  rtiabdomyblysis  with  acute  rena  •:  t  ,  '; 
Tica'obmurta  hare  been  reported  ^^t^  :'3.33t3tin  and  other  dnigs  in  tr  -j  ;  s:-; 

-2=  is:        -;3y*=c  r  l^t^ns  see  AflVERSf  R£AC"  :m 

:  55  "-SC'S     re  cr  ~i:sCe  I'f^;  ■  :r-x  a"  'ceascs  '  '■'a"-,  v 

^^ .CiT)  iro./: De c.-yiS'Se'efi  -  i'-)  7  : -  '  •  - 

e-eir;cr  c^C^v,  fee!~3  sroj-;  :e  it.-sK  t;  ■-:  t  :i~sss 

cr  A'ii'.'isss  sarxii.a'v^accr^'^ss.-iiSC  C'j  ""ii^e  cr 'i ,    '-i.iWi-  -  :  :r  :  3.:OTTtin:ue<l 

if  markedhf  eie*ated  CPK  leveis  occur  or  myopalhy  is  G  ag-oseo  or  iuspecteo  Pra^astatjn  therapy 
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egal  Affairs 


riGATiON 


FRANCHISEES 
iET  FEISTY 

ley're  suing  franchisers  to  gain  power-and  ^^1nning 


■  ■hen  Meineke  Discount  Muffler 
Jfti  Shops  Inc.  used  to  hit  up  fi-an- 

■  chisee  Mark  J.  Zuckennan  for 
I  ■  10%  of  his  sales  to  help  pay 

marketing,  he  expected  to  see  top- 
;ch  ads.  But  in  1990,  the  Trambull 
)nn.)  resident  started  noticing  that 
■vspaper  advertising  was  waning  and 
spots  were  appealing  after  midnight. 
skeiTnan  and  19  other  franchisees  be- 
1  asking  questions.  To  theii-  shock, 
!y  eventually  discovered  that  the 
arlotte  (N.  C.)  fi-anchiser  (a  dixision  of 
itish-based  gkn  plc)  had  been  pock- 
ag  1.5%  of  the  communal  ad  funds — 
ile  ZuckeiTnans  group  thought  it  was 
:ing  only  2%.  From  1986  to  1996, 
ineke's  take  totaled  SIT  milhon. 
Ln  1993,  the  fi-anchisees  sued  for  this 
1  other  acts  of  alleged  bad  faith.  And 

Dec.  18,  a  jury  in  federal  district 
irt  in  North  Carolina  awai'ded  all  of 


the  chain's  fi-anehisees  $347  million — 
the  biggest  verdict  in  the  histon'  of 
fi'anchising.  The  penalty  could  ultimate- 
ly hit  .S741  million,  if  the  company  is 
also  found  guilty  of  nolating  Xoith  Cai- 
oUna  trade  practices  law.  Meineke  says 
that  its  actions  were  authoiTzed  by  the 
company's  fi-anchising  contracts  and  that 
it  will  appeal. 

The  suit  has  thi-own  a  scai-e  into  the 
massive  fi'anchising  industiy,  which  ac- 
counts for  neaiiy  SI  tiiUion  in  annual 
sales.  Applying  a  gi'oundbreaking  legal 
standard  to  Meineke.  -Judge  Robert  D. 
Potter  said  that  the  company  had  a  fidu- 
ciaiy  duty  to  ensm-e  that  fi'anchisees' 
funds  were  properly  managed.  If  more 
judges  were  to  rule  along  the  same 
lines,  fi-anchisers  warn  they  would  be 
reduced  to  little  more  than  babysitters 
for  theii*  fi-anchisees.  "You  wouldn't  be 
in  business  for  vourself.  You  would  es- 


MUFFLER 
MAELSTROM 

Zuckerman  and 
other  Meineke 
franchisees 
won  a  massive 
verdict  against 
the  company, 
spooking  other 
chains 

sentially  be  in  busi- 
ness for  the  fran- 
chisee," grumbles 
•Joyce  G.  Mazero,  a 
Dallas  attorney  rep- 
resenting fi-aiichisei^s. 

The  Meineke  case 
is  just  the  latest  in  a 
string  of  important 
fi-anchisee  legal  tri- 
umphs over  the  past 
year.  After  decades 
of  griping  about 
mistreatment,  fi'anchisees  are  enjojing 
unprecedented  success  pereuading  judges 
to  rewiite  the  iiiles  conceining  such  crit- 
ical issues  as  when  a  fi-anchiser  may 
build  an  outlet  neai*  an  existing  one  and 
how  a  franchisee  can  be  terminated. 
Courtroom  victims  include  Sun  Mi- 
crosystems, piinting  chain  Postal  Instant 
P*i*ess,  and  fast-food  outlet  Xaugles.  Ad- 
ditionally, KFC  Coi-p.  (the  soon-to-be  spun 
off  PepsiCo  Inc.  unit  that  iims  Kentuckv- 
Fried  Chicken)  and  Mail  Boxes  Etc.  Inc. 
both  recently  offered  lai-ge  out-of-comt 
settlements  to  unhappy  fi-anchisees. 
LOADED  RESUMES.  The  main  rea=;on  for 
this  htigation  success:  a  new  generation 
of  sophisticated  fi-anchisees.  A  decade 
ago,  most  franchisees  were  inexperi- 
enced would-be  entrepreneui's.  Today's 
fi-anchisees  are  increasingly  likely  to 
come  fi-om  the  ranks  of  do\\"nsized  cor- 
porate managers.  Equipped  with  mbas 
and  loaded  resumes,  the>''re  banding  to- 
gether like  never  before.  Membership 
in  the  American  Franchisee  Assn.  has 
risen  fi-om  4.000  in  1993  to  7,500.  The 
American  Association  of  Franchisees  & 
Dealers  (aafd),  founded  in  1992  with 
only  20  members,  today  has  6.000. 

More  important,  fi-anchisees  of  a  sin- 
gle company  ai-e  foi-ming  independent 
gi-oups,  such  as  the  Jiff\-  Lube  Dealers 
Assn.,  to  represent  them  against  fi-an- 
chisei-s.  \\Tiile  such  associations  have  ex- 
isted for  yeai*s  at  matui-e  chains  such 
as  Midas-Intemational  Coip.  and  Bm-ger 
King,  where  some  powei-flzl  fi-anchisees 


Legal  Affairs 


Franchisers  fear  that  judges  may  start  rewriting 
contracts  to  punish  them  for  perceived  abuses 


have  acciunulated  dozens  of  outlets,  they 
have  traditionally  been  rare  elsewhere. 
But  over  the  past  thi-ee  years,  the  num- 
ber of  independent  franchisee  associa- 
tions has  doubled  to  nearly  250,  says 
Robert  L.  Purvin  Jr.,  aafd  chairman. 
And  the  recent  triumph  of  the  Meineke 
franchisees  will  probably  accelerate  the 
trend:  Zuckerman  says  that  a  big  reason 
his  group  could  affoi'd  to  take  on  the 
company  was  because  it  formed  an  in- 
dependent association  in  1990. 

Franchisers,  meanwhile,  warn  that 
the  new  wave  of  htigation  threatens  to 
stifle  gi'owth  of  the  booming  ■■■■ii"" 
industry.  They  fear  that  by 
handing  over  more  powei'  to 
ft-anchisees,  judges  will  limit 
companies'  ability  to  ensure 
the  quality  and  consistency  of 
far-flung  outlets. 
TREACHEROUS.  A  backlash  is 
building.  Some  chains  are  tiy- 
ing  to  erase  the  franchisees' 
courtroom  gains 


tractually  entitled  to  receive,  and  that 
the  court  erred  in  finding  that  it  had 
fiduciary  responsibilities  to  franchisees. 

As  they  did  in  the  Meineke  case, 
ft-anchisees  are  convincing  courts  that 
there's  an  inherent  inecjuality  in  the 
overall  franchising  relationship.  Last 
July,  Fullerton  (Calif.)  Mexican  fast-food 
chain  Naugles  Inc.  was  ordered  to  pay 
$2.2  milhon  to  a  fi'anchisee  after  opening 
a  company-owned  restaurant  nearby. 
The  California  federal  court  decision 
shocked  the  industry  because  it  essen- 
tially gi-anted  rights  to  the  franchisee 


their  contracts  with  even 
more  onerous  financial  terms. 
Others  are  trying  a  different 
tack,  shaiing  more  power  with 
ft-anchisees  in  an  attempt  to 
win  loyalty  and  atti-act  quaUty 


HOW  THE  TIDE  IS  TURNING 

MORE  SOPHISTICATION  The  down 

sizing  of  Corporate  America  has 
created  a  new  generation  of  fran- 
chisees: Savvy  former  executives  who 
want  to  be  their  own  bosses.  They're 
ess  willing  to  put  up  with 
xia,.^,u^cc^         ^                franchisers'  strong-arm  tactics.  ^.yo.e.„— xux  c^a., 

by  rewntmg   mail  order  sales 


LITIGATION  VICTORIES  Franchisees 
have  won  a  string  of  major  court  cases, 
gaining  more  geographic  protection 
against  competitors  from  the  same  chain 
and  greater  power  to  challenge  onerous 
contracts 


with  superior  bargaining  power"  and 
should  be  disregarded  unless  the  fran- 
chisee exphcitly  consented  to  it.  Sun  is 
now  attempting  to  prove  that  the  fran-' 
chisee  did  agree  to  the  provision. 

It's  no  coincidence  that  much  of  the 
new  wave  of  litigation  is  occuiring  in 
saturated  markets  such  as  fast  food  and 
auto  parts.  Franchisers  are  themselves 
under  so  much  pressure  to  pump  up' 
revenues  that  they  end  up  competingi 
against  their  fi-anchisees  in  new  loca-: 
tions  or  with  new  products.  Afterj 
Carvel  Corp.  suffered  declining  storel 
■i— "it"  traffic  in  its  ice  cream  shops,! 

it  started  marketing  some  ori 
its  products  in  supeiTnarketsi 
in  1993.  Franchisees  hit  the' 
roof,  and  the  two  sides  arej 
now  duking  it  out  in  a  Con-i 
necticut  federal  court.  Otheri 
fi-anchiser  attempts  to  distrib- 
ute outside  of  the  fi-anchisee 
system — for  example,  thi-oughi 
or  partner-! 
sliips  with  other  chains — havej 
also  led  to  htigation.  j, 
But  while  some  fi-anchisersi 
are  busy  fighting  with  their 
franchisees,  others  are  tiying 
to  draw  them  closer,  in  hopesi 


partners.  "Franchisers  need   '   of  building  loyalty  and  at 


their  franchisees  to  be  sue 
cessftil,"  says  Don  J.  DeBolt, 
president  of  the  International 
Franchise  Assn. 

The  Meineke  case  illus- 
trates that  this  can  still  be  a 
treacherous  business.  It  revolved  lU'ound 
a  frequent  franchisee  complaint:  the 
management  of  communal  ad  funds. 
Meineke  ft-anchisees  claim,  among  other 
things,  that  the  parent  company  chan- 
neled theii-  ad  fimds  to  an  in-house  shop 
called  New  Horizons  Advertising  Inc., 
i-un  out  of  the  company's  Charlotte  of- 
fices. While  the  ft-anchisees  knew  about 
this  an-angement,  they  weren't  aware 
that  New  Horizons  was  negotiating  vol- 
ume discounts  for  print  and  T\'  ads  and 
pocketing  the  leftover  money  itself — 
millions  the  ft-anchisees  say  should  have 
been  spent  for  their  benefit. 

Franchisees  then  convinced  the  juiy 
that  the  money  would  have  triggered 
a  bonanza  of  new  business  had  it  been 
invested  in  advertising — hence  the  huge 
verdict.  Meineke  contends  that  the  dis- 
puted ftmds  received  by  New  Horizons 
were  "commissions"  that  it  was  con- 


ORGANIZATION  Franchisees  are 
joining  national  groups  such  as  the 
American  Franchisee  Assn.  in  greater 
numbers,  as  well  as  starting  more 
intra-chain  groups. 

that  the  contract  didn't  provide,  in  this 
case  protection  against  neighborhood 
competition.  The  industry  now  fears 
that  other  judges  may  also  star-t  rewrit- 
ing contracts  to  punish  franchisers  for 
perceived  abuses.  Naugles,  now  owned 
by  Del  Taco  Inc.,  says  that  the  new 
restaurant  did  not  hiu-t  the  plaintiff  and 
that  it's  appealing  the  i-uling. 

Other  bastions  of  ft-anchiser  control 
are  also  falling.  In  July,  the  New  Jersey 
Supreme  Court  invalidated  a  legal  tool 
of  Sun  Microsystems  Inc. — a  contract 
provision  requiring  disputes  vrith  fran- 
chisees to  be  tried  in  Sun's  home  state 
of  Califoi-nia.  This  requirement  makes  it 
much  more  expensive  for  ft-anchisees  to 
sue,  often  forcing  them  to  travel  to  dis- 
tant courtrooms  and  hire  out-of-state 
attorneys.  The  court  charged  that  this 
legal  requir-ement  failed  to  protect  ft-an- 
chisees from  "exploitation  by  franchisers 


tracting  the  best  talent.  In 
mid-Januai-y,  Mobil  Corp.  an-ji 
nounced  that  it  had  hireq 
Merrill  Lynch  &  Co.  to  half 
provide  franchisees  with  fi- 
nancial plarming  advice.  Burg- 
er King  recently  agreed  to  notify  fran- 
chisees whenever  it  planned  to  develop 
a  new  restaurant  nearby.  Franchiseet 
can  then  request  that  Burger  King 
study  the  impact  of  the  new  outlet.  I; 
the  new  store  will  siphon  off  an  unrea- 
sonable amount  of  sales,  the  companj 
promises  to  reimburse  the  franchisee 
for  some  of  the  lost  profit.  Similarlv 
Jani-King  International  Inc.,  a  Dalla; 
cleaning  company,  increased  training  af 
ter  franchisees  complained  that  the} 
weren't  equipped  to  handle  new  hotej" 
and  university  chents.  ' 

These  developments  are  good  new: 
for  franchisees  in  a  few  chains.  But  i] 
this  savagely  competitive  business,  thei 
brethren  in  other  systems  may  find  tha 
the  path  to  more  power  still  lead; 
through  the  courts. 

By  Nicole  Harris  in  Atlanta  am 
Mike  France  in  New  York 


OK,  SO  STEREOTYPE  ME. 

and  listen  to  Big  Band.  Right?  Wrong.  Beccf 
smooth,  roomy,  and  comfortable.  But,  its 
they  designed  it.  Now  as  far  as  Big  Band 
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v^ork  and  no  play.  Drive  some  kind  of  big  cushy  sofa  on  wheels 
play.  Hard.  And  I  drive  a  Lincoln  Town  Car.  Yeah,  it's 
and  responsive.  It's  almost  like  they  had  me  in  mind  when 
you  got  1  out  of  3. 


i  LINCOLN 

What    A    Luxury    Car     Should  Be 


For  years,  golf  has  served  corporate  purposes  well. 
Tournaments  make  perfect  settings  for  big  companies 
to  entertain  important  and  budding  clients.  In  this 
environment,  business-to-business  selling  and  luxury 
products  are  an  ideal  link.  While  that's  not  changing,  the 
PGA  TOUR  this  year  is  boldly  adapting  itself  to  a  swelling 
and  dramatically  transformed  fan  base.  It's  broadening 
its  scope  from  a  limited  upscale  market  toward  the 
larger  population. 

Even  a  cursory  look  at  the  statistics 
reveals  the  expanding  new  audience 
ij;olf  is  attracting.  Televised  golf  now 
has  penetrated  more  than  two-thirds 
t)f  Ll.S.  homes.  Tht)Ligh  tournaments 
don't  use  turnstiles  to  calculate  the 
totals,  the  number  of  people  attending 
rournaments  is  clearly  on  the  rise. 
Estimated  attendance  at  PGA  TOUR 
events  was  nine  million  in  1996,  up 
from  four  million  in  1980.  Add  to 
this  the  Tiger  Woods  phenomenon 
that's  elevating  interest  in  golf  in 
communities  and  demographic 
groups  where  the  popularity  of  the 
sport  previously  was  scant. 

Driven  by  this  enlarged  audience, 
It's  only  logical  and  fitting  that  the 
P(;A  tour's  newest  business 


ventures  arc  aggressive  ini- 
tiatives to  reach  the  mass  of 
fans  and  consumers  who  are 
hungry  for  ties  to  the  sport. 
This  year,  the  PGA  TOUR  is 
moving  into  a  new  frontier: 
it's  going  public  in  a  big  way. 

"We've  gone  from  a  more 
narrow,  what  has  been  per- 
ceived as  an  elitist,  fan  base 
to  Americana,"  explained 
Tom  Wade,  PGA  TOUR 
vice  president  of  business 
development.  "Our  new 
business  relationships 
are  geared  to  those  fans. 

This  year,  expect  to  find  the  PGA 
TOUR  image  along  with  those  of  its 
new  business  partners  pop  up 


|ust  about  everywhere:  grocery 
stores,  department  stores,  on  credit 
carets  and  in  cyberspace. 

Don't  be  mistaken.  The  TOUR 
isn't  making  a  blind,  mad  rush  to 

meet  its  new  fans. 
\^       It  has  carefully  selected 
products  and  ties  that  will 
retain  its  high-quality 
image,  while  casting  its 
net  over  a  larger  land- 
scape. "We're  trying  to 
associate  only  with  leading 
brands,"  said  Wade.  "You're 
judged  by  the  company  you 
keep,  and  the  company  we 
want  to  keep  is  the  top  brands." 

The  new  relationship  with 
personal  care  and  consumer 
products  giant  The  Gillette  Co. 
offers  a  good  example  of  how 
the  growing  fan  base  has  created 
new  business  opportunities.  "If 
we  were  only  reaching  five  or 
10  percent  of  their  customers, 
companies  like  Gillette  would 
have  no  interest,"  said  Wade. 
"But  they  understand  we're 
reaching  America." 

Indeed  they  do.  "Professional  golf 
is  very  appealing  to  (jillette,"  said 


This  year,  the  PGA  TOUR  is  moving  into  a  new  frontier:  it's  going  public  in  a  big  way. 


company  spokesman  Eric  Krause. 
"The  growing  viewership  is  reaching 
the  demographics  of  people  we  have 
in  our  customer  franchises  and  new 
people  we  want  to  reach.  It's  an 
important  tool  to  reach  male  and 
female  consumers." 

The  promotion  of  Gillette  products 
in  association  with  the  TOUR  also 
will  help  the  PGA  TOUR  build  its 
own  brand.  Also  this  year,  Gillette  is 
sponsoring  the  series  of  special 
Tuesday  competitions  at  PGA  TOUR 
and  Senior  PGA  TOUR  events. 
These  Gillette  Tour  Challenge  events 
will  culminate  at  the  nationally 
televised  Gillette  Tour  Challenge 
Championship. 

In  another  new  venture,  the  PGA 
TOUR  aligned  with  Charles  Schwab 
8c  Co.,  naming  it  the  "Official 
Investment  Firm"  of  the  PGA  TOUR 
and  Senior  PGA  TOUR.  Schwab  fits 
nicely  with  the  strategy  to  appeal  to  a 
larger  audience.  "They  grew  up  as  a 
discount  broker,  every  man's  broker," 
said  Wade.  While  they  still  offer  great 
prices  to  customers,  Schwab  provides 
a  comprehensive  array  of  financial 
services.  The  firm  will  deliver  retire- 
ment plan  services  to  PGA  TOUR 
players  in  addition  to  providing 
investment  and  financial  guidance  to 
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individual  players  and  staff.  Schwab 
will  be  using  TOUR  player  testimo- 
nials in  advertising  that  will  reach 
millions.  The  firm  also  is  integrated 
into  the  electronic  scoreboards  on  the 
PGA  TOLIR  thrt)ugh  Charles  Schwab 
brand  exposure  and  messaging. 

The  TOUR  expanded  its  existing 
relationship  with  MasterCard  to  issue 
PGA  TOUR  and  Senior  PGA  TOUR 
MasterCards  through  First  USA 
Bank,  one  of  the  nation's  leading 
issuers  of  affinity  cards.  The  new 
credit  card  will  fund  the  Team  Charity 
Competition  on  the  PGA  TOUR  and 
a  similar  event  for  the  Senior  TOUR. 
About  $1.5  million  will  go  to  charity 
through  these  competitions. 

Another  component  of  the  PGA 
TOUR's  high  visibility  in  the  mass 
consumer  market  this  year  comes 
through  a  strong  retail  licensing  push 
that  will  distribute  merchandise 
across  the  country  in  department 
stores,  PGA  TOUR  shops  at  airports, 


A  significant  element  of  the  retail 
licensing  program  is  concept  shops, 
dedicated  sections  of  well-regarded 
department  stores  that  will  be  designed 
with  PGA  TOUR  fixturing  and  driven 
by  the  PGA  TOUR  Apparel  clothing 
line  created  in  conjunction  with 
Russell  Corporation.  The  TOUR  is 
targeting  better  department  stores 
such  as  Dillard's,  Macy's  and  Belk's. 
The  100-  to  300-square-foot  spaces 
inside  department  stores  will  feature 
monitors  broadcasting  tournaments, 
highlight  reels  and  other  golf  pro- 
gramming. The  PGA  TOUR  is  looking 
to  open  75  concept  shops  around  the 
country.  Concept  shops  also  will  be 
located  in  Tournament  Players  Clubs 
by  this  spring.  These  shops  will  go 
beyond  clothing  and  carry  the  full 
line  of  PGA  TOUR  licensed  products, 
such  as  luggage  and  golf  accessories, 
as  do  the  PGA  TOUR  shops  which 
are  evolving  into  a  new  generation 
design  that  incorporate  an  enrertain- 


Tournamcnt  Players  Clubs  green 
grass  pro  shops,  on  its  new  web  site 
(pgatour.com)  and  in  an  official 
merchandise  catalog. 

"This  expands  the  presence  and 
awareness  of  the  PGA  TOUR  and 
develops  a  greater  interest  in  our 
sport,"  said  Leo  McCullagh,  PGA 
TOUR  vice  president  of  marketing 
and  retail  licensing. 


ing  atmosphere  with  a  four-monitor 
video  wall  carrying  golf  action. 

"That's  the  direction  we're  trying 
to  take  with  the  shops,  bringing  in  a 
little  more  excitement,"  said  Jeff 
Monday,  PGA  TOUR  vice  president 
of  retail  licensing.  The  number  of  PGA 
TOUR  Shops  will  rise  to  27  this  year. 

This  year  the  licensed  products 
also  will  be  launched  internationally, 
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After  two  years  in  the  making,  the  PGA  TOUR  launched  its  official  web  site  on  January  8. 


focusing  on  key  markets  in  the  Pacific 
Rim,  the  United  Kingdom  and  Canada. 

Golf  fans  praise  the  cyberspace 
presence  of  the  PGA  TOUR's  new 
massive  web  site.  After  two  years  in 
the  making,  the  TOUR  kiunched 
its  official  web  site  on  January  S 
I http://www.pgatour.com].  ObviousK', 
there  are  other  onhne  golf  sites  that 
have  been  attracting  attention.  But 
this  is  the  only  official  web  site  of  the 
PCiA  TOUR,  the  only  one  with  a  direct 
connection  to  the  TOUR  and  direct 
access  to  the  real-time  scoring  system. 
It  touts  I  IS  official  tournament  sites 
and  a  database  that  allows  fans  to 
rapidly  call  up  a  depth  of  information 
on  each  player  and  tournament. 

"The  site  exists  to  provide  as  much 
mft)rmation,  entertainment  and 
oppc^rrunity  to  learn  more  abt)Ut  the 
game  as  possible,"  said  Len  Watson, 
PGA  TOUR  vice  president  of  inter- 
national television  and  new  media. 

"The  web  and  its  impact  on  busi- 
ness has  a  whole  lot  of  potential  that 
has  yet  to  be  realized,"  said  Donna 
Orender,  PGA  TOUR  senior  vice 
president  of  television,  productions 
and  new  media.  "Our  site,  based  on 
our  position  in  the  market  place,  our 
branding  and  who  we  are,  will  out- 
deliver  any  other  golf-related  service 
in  terms  of  advertiser  value." 

Fans  just  have  to  cruise  the  site 
ffjr  a  while  to  appreciate  it.  But  it's 
worthwhile  to  highlight  some  of  the 
features,  such  as  the  database  and 
the  depth  of  the  content. 

"Fans  can  look  at  an\'  pla\  er  for 
any  year  and  find  out  what  he  did  on 
an\'  hole  for  an\  e\ent,"  said  Paul 


Ci!!:  Ue  is  sponsoring  a  series  of  special 
fuesday  competitions  at  PGA  TOUR  and 
S.tnlor  PGA  TOUR  tournaments. 


Shille,  an  Internet  consultant  with 
Seattle-based  SaltMine  Creative  that 
helped  design  the  site.  If  fans  want  to 
compare  a  player's  performance  at  a 
tournament  one  year  with  his  perfor- 
mance there  in  a  previous  year,  the 
web  page  will  put  them  up  side  by 
side:  Par,  Par.  Birdie,  Par.  And  so  on. 
Fans  will  find  loads  of  personal 
background,  anecdotes  and  playing 
tips.  One  of  the  cutting-edge  aspects 
of  the  site  is  the  automatic  updates 
and  re-inde\ing  that  allow  swift 


response  to  golf  fan  queries. 

The  site  offers  real-time  action,  if 
fans  click  on  a  player's  name  and 
he's  in  a  tournament  at  the  time,  they 
will  see  where  he  is  on  the  course  and 
his  scoring.  That's  especially  great 
for  fans  whose  fa\'orite  players  may 
nor  be  among  the  groups  followed  by 
television  or  listed  on  the  leaderboard. 

IB,\I  and  .Vnheuser-Busch's 
Michelob  are  foundation  sponsors 
of  the  web  site.  Michelob's  19th 
Hole,  a  site  within  the  site,  will 
include  comprehensive  information 
ab(nit  Its  beers  and  golf,  interactive 
games  and  Roger  Maltbie  detailing 
iMichelob's  1997  18  Great  Holes  of 
Golf  that  are  featured  on  its  cans, 
bottles  and  packaging. 

"It's  only  going  to  benefit  both  of 


us,"  said  Carol  Kelleher,  senior  brand 
manager  of  Michelob.  She  says  75 
percent  of  Michelob's  marketing  effort 
is  centered  on  golf,  whose  fans  line  up 
with  Michelob's  demographic  target. 

IBM,  which  has  been  providing 
nearly  instantaneous  scoring  for  PGA 
TOUR  tournaments  for  the  past  five 
years,  says  its  involvement  with  the 
TOUR  is  a  nice  fit.  "It's  natural  for 
us  to  be  a  foundation  sponsor 
because  the  Internet  is  such  a  key 
element  of  IBM's  future,"  says  Tom 


Burke,  IBM's  program  director  of 
sports  marketing.  "One  of  the  most 
interesting  features  of  the  TOUR 
web  site  is  for  people  to  follow  along 
in  the  tournament  action  from  their 
homes  or  offices." 

Besides  the  web  site,  the  PGA 
TOUR  this  year  launches  its  PGA 
TOUR  Radio  Network,  which  is 
moving  into  markets  across  the  coun- 
try to  broadcast  live  play-by-play 
tournament  action  and  golf  features. 
"In  the  past,  we  never  really  effectiveK 
utilized  radio  as  a  national  medium 
to  expose  our  sport,"  said  Orender. 

Taken  altogether,  these  new  busi- 
ness ventures  represent  bold  strokes 
that  extend  the  PGA  TOUR's  reach 
into  the  mass  public  and  continue  to 
accelerate  its  growing  popularity. 


The  "Official  Investment  Firm"  of  the  PGA  TOUR  and  Senior  PGA  TOUR,  Charles  Schwab  is 
sponsoring  electronic  scoreboards  at  PGA  TOUR  events. 
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Charity 
Begins  at 


Home 


Bv  Mclanic  Hauser 


Tom  Watson 


/t  was  a  day  no  one  in  the  small  group  will  ever  forget. 
They  figured  it  would  be  just  a  short  trip  to  a  hospital  to 
spread  a  little  goodwill.  Put  a  smile  on  the  faces  of  some 
children.  Pose  for  a  few  pictures.  Sign  some  autographs. 
See  just  where  those  dollars  they  raised  playing  in  the  Santa 
Clans  Classic  a  while  back  ivere  being  put  to  use. 


Not  long  after  they  arrived  at 
Upward  Foundation,  a  school  for 
severely  multiply-disabled,  medically 
fragile  young  children  in  Phoenix, 
tears  were  streaming  down  the  faces 
of  some  of  golf's  brightest  stars. 

They  tried  to  choke  back  those 
tears.  They  coulcln't.  They  opened 
their  mouths  to  talk.  No  one  could 
say  a  word.  The  depth  of  the  chil- 
dren's needs  was  numbing;  the  scene 
humbling. 

"It  was,"  said  Andrew  Magee, 
"a  gutwrencher." 

And  a  blessing. 

"We  wanted  to  find  places  where 
we  could  make  an  impact  and  do 
some  good,"  he  said.  "We  found  one." 

Making  a  difference.  Making 
something  happen.  Knowing  that 
anything  is  possible  -  with  a  little 
help.  The  concept  has  become  a  mis- 
sion -  not  a  by-product  -  of  the  PGA 
TOUR  and  its  players.  It's  what 
drives  tournaments  and  challenges 
these  millionaires  to  use  their  fame  - 
and  often  their  own  bank  accounts  - 
to  give  back  to  a  game  that  has  given 
so  much  to  them. 

The  generous  check  Magee  and 
'^•ary  McCord  gave  Upward  Founda- 
tion that  day  pales  in  comparison  to 


thing  is  making  that  difference.  And 
giving  back. 

The  events  make  certain  their 
charitable  efforts  begin  at  home,  and 
the  players  are  no  different.  At  each 
TOUR  stop,  local  players  pitch  in  to 
conduct  junior  clinics,  and  others 
help  entertain  the  amateurs  and  visit 
the  tournament  charities.  But  their 
charitable  efforts  don't  stop  there. 

"I  realize  I  have  to  give  back," 
said  Mark  O'Meara,  a  member  of 
the  TOUR'S  Policy  Board.  "It's 
something  you  can  never  lose  sight 
of.  You've  got  a  responsibility. 

"Most  players  realize  how  fortu- 
nate we  are  and  what  we  need  to  do." 

Pick  any  given  day  (usually  the 
player's  off-day  or  travel  day)  during 
the  year  and  you're  bound  to  find 
players  like  Magee  and  Santa  Claus 
co-founder  McCord  holding  a  charity 
event  in  their  hometown  -  adopted  or 


Santa  Claus  Classic  co-hosts  Andrew  Magee 
(Santa)  and  Gary  McCord  have  raised  more 
than  $500,000  for  area  charities. 


the  charity  dollars  the  PGA  TOUR 
generates  each  year.  PGA  TOUR 
tournaments  gave  more  than  $29 
million  to  charity  in  1996,  and  the 
combined  charity  distribution  for  the 
TOUR,  Senior  PGA  TOUR  and 
NIKE  TOUR  topped  $37  million  for 
the  year.  The  cumulative  total  since 
the  first  charity  donation  in  1938  is  an 
impressive  $300-plus  million. 

No  matter  how  much  a  tournament 
generates  for  charity,  the  important 


real  -  and  players  playing  in  t)ne  or 
donating  their  time  to  a  heartfelt 
cause.  Payne  Stewart  and  Scott  Hoch 
both  felt  st)  strongly  about  hospitals 
in  their  hometown  of  Orlando,  they 
donated  all  or  part  of  their  winner's 
checks.  Stewart's  entire  $108,000 
check  for  the  1989  Bay  Hill  Classic 
went  to  Florida  Hospital's  Circle  of 
Friends  House  in  honor  of  his  late 
father.  Hoch  donated  $  100,000 
of  his  1991  winner's  check  from 


quiet 

please. 


Pro  at  the  tee. 
Whoooosh.  (325,  easy). 
Another  day  on  PGA  TOUR. 

Another  day  Lucent  Technologies  helps  PGA  TOUR  stay  on 
course  with  rapid  growth  (e.g.,  expanded  comnnunications  system 
doubles  voice/data  capacity.  Staff  gets  info  faster  on  Net. 
Players  will  get  tee  times  and  pairings  24  hrs./day). 
Shhhhhh. 

Another  big  hitter  at  the  tee. 


Lucent  Technologies 

Be"  Labs  Innovations 

600  Mountain  Avenue 
Murrsy  mi  07974-0636 
^ttp.  //mvw.lucent.com 
i-888-4-Lucent 


iai  Communications 
>ms  and  Technology 
oany  ol  the  PGA  TOUR 


We  make  the  things  that  make  communications  work." 


VOUR 


HEART  Take  The 
Wheel. 


Your  heart  is  telling  you  something. 


To  unleash  your  spirit. 

To  get  behind  the  wheel  of  an 
Eldorado  Touring  Coupe  with  the 
Northstar  System. 


,»,,Tb  feel  the  300-horsepower  V8  \ 
^^"*^5^jweld  your  back  ] 
to  the  leather  of  the  seat.  ■ 

To  take  control  of  the  only 
luxury  coupe  with  the  astonishing  • 
handling  advantages  of  StabiliTrak. 

Your  heart  is  telling  you  something. 

Are  you  listening? 


Eldorado 

Live  Without  LimitSh 


ELDORADO  STARTS  AT  ^37995^ 

'AVAILABLE  TO  ORDER.  «41 ,395  MSRP  FOR 
ELDORADO  TOURING  COUPE  AS  SHOWN. 
EXCLUDES  DESTINATION  CHARGE. 
Tax,  license  and  optional  equipment  extra. 


Fred  Couples  is  co-host  of  two  events 
a  year  -  one  in  Seattle  and  the  popular 
Three  Amigos  in  Houston. 

the  Las  Vegas  Invitational  to  the 
Arnold  Palmer  Hospital  for  Women 
and  Children  after  his  son  had 
been  hospitalized  -  at  age  two  -  for 
a  bone  infection. 

Magee  is  co-host  of  two  tourna- 
ments a  year  —  one  in  Dallas,  where 
he  grew  up,  and  the  Santa  Claus. 
Ditto  for  Fred  Couples,  who  holds 
one  event  in  Seattle  and  joins  former 
University  of  Houston  suitemates/ 
teammates  Blaine  McCallister  and 
CBS  announcer  Jim  Nantz  for  the 
popular  Three  Amigos  in  Houston. 
Mark  Brooks  founded  the  Brooks 
Teen  Crisis  Center  in  Bedford,  TX, 
just  outside  his  hometown  of  Fort 
Worth,  while  Davis  Love  III  helps 
fund  Safe  Harbor  Children's 
Shelter  in  Sea  Island,  GA.  And  Peter 
Jacobsen  is  host  of  the  Fred  Meyer 
Challenge,  which  has  raised  more 
than  S4  million  for  charities  in  the 
Portland,  OR  area. 

Arnold  Palmer  started  it  all  back  in 
the  1960s.  Palmer  was  the  honorary 
chairman  of  the  March  of  Dimes  for 
two  decades,  and  Orlando's  Arnold 
Palmer  Hospital  for  Women  and 
Children  bears  his  name.  And  when 
the  Latrobe  (PA)  Area  Hospital  where 
he  was  born  needed  a  new  wing? 
The  board  came  to  Palmer,  who  held 
an  annual  Golf  Gala  to  benefit  his 
hometown  hospital. 

The  reason  he  has  gotten  so 
involved  over  the  years? 

"When  people  look  you  in  the 
eye,"  he  said,  "and  say,  'Thank  you 
for  saving  my  life.  .  .'  " 

O'Meara's  life  was  touched  in  the 
spring  of  1 994,  when  his  caddie  and 
friend  Donny  Wanstall  was  diagnosed 
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with  Multiple  Sclerosis.  O'Meara 
organized  a  fund-raiser,  and  the 
Professional  Tour  Caddies 
Assistance  Fund  was  founded  from 
the  proceeds. 

"It  was  a  shock  personally  and 
professionally,"  O'Meara  said  of 
Wanstall's  diagnosis  at  the  1994 
PLAYERS  Championship.  "It 
opened  my  eyes  to  the  caddies. 
A  lot  of  them  don't  have  insurance 
and  they  aren't  covered  by  a  plan. 
I  felt  it  was  time  to  take  a  look  at 
that  and  try  to  help." 

Like  other  players,  O'Meara  has 
been  known  to  cHonate  fees  from 
some  of  his  appearances  to  the  chari- 
ties involved.  Not  long  ago.  Holy 
Family  Catholic  Church,  which 
O'Meara  attends,  was  raising  money 
for  its  school.  Although  his  children 
attend  another  school,  O'Meara 
donated  a  round  of  golf,  then  outbid 
everyone  -  at  $6,500  -  for  it.  "I  got  to 
win  a  day  with  myself,"  he  chuckled. 

Brooks,  on  the  other  hand,  found 
a  way  to  continue  his  father's  work 
with  children  after  Rev.  W.  Hal 
Brooks  died  in  1987.  Brooks  funded 
a  hospice  for  several  years,  then 
turned  his  attention  to  teens  and 
founded  the  Brooks  Teen  Crisis 
Center,  where  counselors  deal  with 
everything  from  suicide  to  teen  preg- 
nancy and  abuse.  Brooks  isn't  quali- 
fied to  work  with  the  teens  the  way 
his  father  did,  but  he  can  educate 
people  about  family  violence. 

"I  think  we  have  a  responsibility 
as  working,  educated  adults  to  get 
after  this  problem  and  talk  about  it," 
Brooks  said. 


Arnold  Palmer  holds  an  annual  Golf  Gala  to  benefit 
hometown  hospital. 


Tom  Watson  is  equally  as  pas- 
sionate about  his  annual  Children's 
Mercy  Hospital  Golf  Classic,  which 
has  raised  more  than  $6  million  - 
and  volunteer  commitment  from  all 
over  Kansas  City  -  in  17  years.  The 
spectator  fee  is  $25,  and  no  one  gets 
in  free.  Not  even  his  wife  Linda. 

The  Santa  Claus  Classic,  which 
draws  25  pros,  most  from  the 
Scottsdale  area,  takes  Watson's  idea  a 
step  further.  Before  a  TOUR  player 
can  play  in  what  has  become  an 
Arizona  Christmas  tradition,  pros 
have  to  ante  up  a  registration  fee  of 
their  own.  They  also  are  encouraged 
to  knock  on  area  doors  to  pull  in  more 
support.  After  all,  say  Magee  and 
McCord,  you  never  can  give  enough. 

Giving  doesn't  stop  with  tourna- 
ments and  players,  however.  Last 
year,  TOUR  officials,  including 
Commissioner  Tim  Finchem,  put  on 
their  work  clothes  and  helped  build 
one  of  35  homes  in  the  Habijax  pro- 
ject, Jacksonville's  answer  to  Habitat 
for  Humanity. 

And,  when  the  TOUR  and  Senior 
TOUR  fall  stops  in  Florida  donated 
more  than  $30,000  from  pro-ams  to 
the  Red  Cross  for  victims  of  1995's 
Hurricane  Opal,  the  TOUR  fol- 
lowed with  an  additional  $20,000 
contribution. 

Player  Howard  Twitty  came  up 
with  the  idea,  and  his  fellow  pros 
were  glad  to  help  out. 

"I  hope  we,  as  professionals,  never 
forget  that  our  tournaments  are  not 
just  created  to  provide  us  a  place  to 
play  golf,"  Twitty  said.  "The  impact  a 
golf  tournament  has  on  a  community 
can  last  the  entire  year.  We  just 
visit  once  a  year,  and  then  we 
are  gone.  It's  nice  to  be  able  to  do 
a  little  something  that  will  help. 

"I  consider  it  a  privilege, 
and  I  hope  the  other  players 
do,  too." 

Giving.  Making  a  difference. 
It  is  what  drives  the  TOUR 
and  challenges  its  players. 
Having  a  purpose.  And  they're 
going  to  make  a  difference  in 
someone  else's  life. 


le,  emotional  turmoil. 


Here's  how  to  get  more  of  it. 


American  f:xnrt.ss 


J  B  ATKINS 
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The  American  Express' 
Golf  Card 

It  s  been  called  a  good  waJk  spoiled  -  and  a  lot  of  other 
things  not  fit  for  publication.  But  for  those  who  love 
the  game,  nothing  else  compares.  Which  is  why  we're 
pleased  to  offer  the  American  Express  Golf  Card. 

For  every  qualified  dollar  you  spend  with  the  Card, 
you  earn  a  point.  In  no  time,  those  points  can  add  up  ' 
to  rewards  from  some  of  the  finest  names  in  golf-  like 
Callaway  Golff  Bobby  Jones«  Apparel,  Leadbetter 
Golf  Academy:  American  Golf,  Marriott"  and  Hilton 
Golf  Resorts. 

As  a  Golf  Cardmember,  make  tee-time  reserva- 
tions up  to  60  days  in  advance  (with  no  reservation  fee) 
at  over  160  golf  courses  nationwide,  mcluding  the 
Tamarron  Hilton  Resort. 

Extend  payments  over  time  and  you'll  enjoy  a  low 
introductory  APR  of  ,ust7.9%'.  Better  yet,  there's 
no  annual  fee. 

And  because  it's  an  American  Express"^  Card,  you'll 
enjoy  worldwide  acceptance  and  around-the-clock 
customer  service.  So  now  no  matter  what  you  buy  or 
how  much  you  want  to  play  the  American  Express  Golf 
Card  can  help  you  do  more. 

To  apply,  call  1-800-AXP-GOLF 
or  visit  www.americanexpress.com 


do  mora  ™^ 


6  mon As,     APR.  will  va,y  ba.ed  on  the  Prime  R.te  APR.  «  of  1 2/^ , /9r 
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Tom  Lehman: 

Successful  On  and  Off  the  TOUR 


Bv  Bill  HufFman 


The  Greek  poet  Homer  would  have  been  the  perfect  choice 
to  compose  the  saga  of  Tom  Lehman.  \n  many  ways, 
Lehman's  career  on  the  PGA  TOUR  parallels  Homer's 
epic.  The  Odyssty. 


Both  Lehman  and  Odysseus,  the 
central  figure  m  '/V.'c  (\iysscy,  took  10 
years  to  find  what  they  were  searchinji, 
for.  The  only  difference  is  Lehman 
never  faced  a  man-eating  giant,  or 
the  temptation  of  immortality  if  he 
gave  up  his  dream,  which  he  never  did. 

In  I9S2,  Lehman  set  off  in  search 
of  fame  and  fortune.  Unfortunately, 
he  found  neither. 

The  PGA  TOUR  Qualifying 
School  was  a  nightmare.  He  took  the 
test  eight  times,  and  failed  five  times. 
When  he  dici  receive  passing  grades, 
he  had  trouble  in  the  classroom,  k)sing 
his  card  m  I9,S3,  \S4  and  \S5. 

For  the  next  seven  years,  this  bear 
of  a  man,  at  6-foot-2  and  200  pounds, 
roamed  the  planet  in  search  of  success. 
His  travels  took  him  to  Europe,  Asia, 
South  Africa  and  elsewhere.  When  he 
wasn't  overseas,  he  spent  most  of  his 
time  wandering  the  countryside  chas- 
ing every  minitour  known  to  man. 

There  was  no  money  and  few 
victories  m  Lehman's  early  trials  and 
tribulations,  in  fact,  he  freely  admits 
that  had  it  not  been  for  his  wife, 
Melissa,  and  his  strong  belief  in  Cioel, 
he  woulcf  have  washed  up  in  profes- 
sional golf  long  ago. 

"I  wouldn't  trade  the  road  I've 
taken  to  get  here  for  anything,"  said 
the  .i7-year-old  Scottsdale,  AZ  resident, 
who  nearly  quit  golf  in  1990  to  take  a 
|ob  as  the  golf  coach  at  his  alma 
mater,  the  University  of  Minnesota. 

The  pot  holes  started  smoothing 
out  in  1992,  when  he  rejoined  the 
PGA  TOUR  after  becoming  the  1991 
Ben  Hogan  (now  NIKE)  TOUR 
Player  of  the  Year.  It  was  a  minor- 


league  honor  that  sent  him  straight  to 
the  big  leagues,  avoiding  that  dread- 
ed stop  at  the  PGA  TOUR  Q-School. 

These  past  five  years  have  fulfilled 
his  quest  to  be  one  of  the  game's  best 
players.  Lehman  currently  is  the  No. 
2  player  in  the  world  behind  Greg 
Norman,  and  has  won  four  times 
during  that  five-year  span,  including 
victories  last  year  in  the  British  Open 
and  TOLIR  Championship. 

Those  wins,  plus  his  No.  1  money 
ranking  ($1,780,159)  and  low-stroke 
average  (69.32),  added  up  to  1996  PGA 
TC^L'R  Player  of  the  Year  honors. 

His  reputation  as  a  big-time  player 
in  the  major  championships  and  his 
easygoing  personality  have  made  him 
a  recognizable,  marketable  superstar. 
He  has  major  contracts  with  Dockers, 
Taylor  Made  ancf  Northwest  Airlines, 
which  pay  him  in  the  neighborht)f)d 
of  $1.5  million  each  over  three 
years.  He  also  has  minor  deals  with 
Norstan  Ct)mmunications,  Titleist 
and  Power  Bar. 

"At  the  moment,  some  of  those 
contracts  are  a  little  under- 
valued," he  said,  laughing. 

He's  right.  As  the  principal 
spokesperson  for  Taylor  Made's 
Scottish-influencec 
commercials,  and 
as  the  man  most 
often  seen  wearing 
the  popular  Dock 
brand  name  on 
his  pants,  it 
would  seem  he's 
reached  the 
same  star  status 
as,  say,  Norman. 


"But  I'm  not  complaining,"  he  added. 
"I  had  a  pretty  good  year  in  '96,  and  a 
.pretty  good  off-season,  too  ($710,000 
in  four  events).  And  it's  true,  money 
is  not  everything." 

More  important,  he  said,  are  his 
wife  and  children,  Rachel  (7),  Holly 
(5)  and  Tom  Jr.  (1  1/2).  "My  only 
regret  is  I  don't  get  to  spend  more 
time  with  them." 

Lehman  added  that  his  success  has 
helped  him  reach  an  inner  peace.  "I 
feel  like  the  pressure  is  off.  Everything 
is  in  place." 

Not  to  mention  his  self-nnage. 
"Now  I'm  giving  myself  more  credit. 
I'm  playing  better,  and  I  know  I'm 
good.  That  confidence  has  been  a 
great  motivator,  an  ego-builder,  and 
as  a  result,  I  just  keep  playing  better 
and  better." 

His  goals  for  1997  are  simple,  he 
said.  "I'd  like  to  be  the  No.  1  player 
(in  the  world),  and  win  a  few  more 
majors.  And  the  Ryder  Cup  is  a  defi- 
nite goal.  We  have  what  I  feel  is  an 
incredible  team;  Steve  Strieker  and 
Tiger  (Woods)  will  be  a  great  boost. 
I  just  hope  to  make  it." 

Lehman  said  the  most  exciting 
new  opportunity  in  his  life  has  come 
in  the  form  of  golf  course  design. 

"That's  something  I've  always 
wanted  to  do,"  Lehman  said.  "I've 
got  two  courses  in  the  making,  and 
that's  really  the  way  I  want  to  go 
with  my  spare  time." 

One  course  is  in  Minnesota  and 
the  other  is  in  northern  Tucson,  AZ, 
near  the  small  town  of  Marana. 
"It's  called  Red  Hawk,  and  we're 
ready  to  start  moving  ground," 
Lehman  said.  "I'm  domg  it  with 
John  Fought,  who  has  worked  a 
ong  time  with  Bob  Cupp,  who 
designed  Pumpkin  Ridge. 
I'm  really  pumped  up 
about  It. 

"I  don't  think  it 
could  get  much 
better  than  this," 
he  concluded. 
"It's  like  being  in 
a  dream,  and  it 


came  true. 


leaders  like  to  ali^n  themselves  with  other  leaders. 


That's  whj  SkjTel®  is  chosen  hj  the  majority  of 


Fortune®  lOOQ  companies. 


Because  thej  want  the 


company  that  was  not  only  the  first  to  offer  nationwide^ 
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TPCs  Looking  Toward 


New  Horizons 


By  Chris  Smith,  Director,  Special  Projects,  PGA  TOUR 

Harnessed  to  a  rejuvenated  economy  and  stimulated  by 
a  new  directive  from  the  PGA  TOUR  Golf  Course 
Properties  Board,  the  Tournament  Players  Club  Network 
rides  toward  the  21st  Century  with  an  ever-expanding  horizon. 


With  one  hand  pointing  toward 
growth  and  the  other  maintaining 
quahty  control,  TOUR  Properties 
foresees  steady,  regulated  development 


throughout  the  country,  in  fact,  over 
the  next  three  months,  three  new 
Tournament  Players  Cluhs  will  play 
host  to  TOUR  events,  a  primary 
function  for  TPCs. 

The  TPC  at  Heron  Bay  in  Cora 
Springs,  FL,  featuring  a  course 
designed  by  TOUR  member  Mark 
McCumber,  makes  its  debut  as  the 
new  home  for  the  Honda  Classic  in 
March.  The  following  month,  the 
TPC  at  The  (Canyons,  designed  by 
Bobby  Weed  with  Raymond  Floyd 
serving  as  design  consultant,  becomes 
the  new  home  of  the  Las  Vegas 
Senior  Classic.  And  in  May,  the  Greg 
Norman-designed  course  at  the  TPC 
at  Sugarloaf  near  Atlanta  plays  host 
to  the  PGA  TOUR'S  BellSouth  Classic. 

TPCs  also  are  planned  or  under 
construction  in  Princeton,  NJ  (TPC  at 
Jasna  Polana),  Seattle,  WA  (TPC  at 
Snoqualmie),  Myrtle  Beach,  SC  (TPC 


of  Myrtle  Beach)  and  Valencia,  CA. 

Interest  in  new  markets  continues 
to  surface,  be  it  for  high-end  daily 
fee  facilities,  such  as  the  TPCs  at 

Heron  Bay  and  The  Canyons, 
or  private,  as  the  TPC  at 
Sugarloaf  is. 

"We  get  a  lot  of  inquiries 


TPC  at  Sawgrass 


that  play  at  those  facilities  because 
of  savings  in  rent,  plus  the  ability  to 
handle  larger  crowds  and  more 
corporate  hospitality. 

Another  reason  for  increased 
interest,  according  to  Kelly,  is  the 
general  improvement  in  the  real  estate 
market.  "Golf  has  become  a  desirable 
investment  for  companies,  and  PGA 
TOUR  events  are  a  highly  attractive 
benefit  that  most  other  courses  don't 
have,"  Kelly  says.  "What  that  does  is 
help  lower  the  risk  and  increase  the 


from  tournament  staffs  around  the 
country,"  says  Vernon  Kelly,  President 
of  PGA  TOUR  Golf  Properties.  "In 
fact,  that  IS  probably  the  best  source 
we  have,  because  if  a  tournament 
initiates  it,  then  there  is  clearly  a 
need  for  a  TPC  to  enhance  the  event." 

This  enhancement  also  magnifies 
the  charitable  mission  of  tournaments 
by  providing  a  rent-free  venue,  saving 
each  event  hundreds  of  thousands  of 
dollars  annually.  PGA  TOUR 
Commissioner  Tim  Finchem  says  the 
TPCs  have  generated  S50  million  over 
the  last  10  years  to  the  tournaments 


upside,  because  of  this  unique  benefit 
that  differentiates  it  from  the  rest  of 
the  market." 

Investment,  in  fact,  has  become  a 
new  strategy  on  the  part  of  PGA 
TOUR  Golf  Course  Properties. 

The  TPC  of  Myrtle  Beach  is  the 
first  facility  in  which  Properties 
actually  has  a  financial  investment. 
Until  the  deal  was  structured  with 
Myrtle  Beach  Golf  Holiday,  TOUR 
Properties'  sole  involvement  had 
been  as  manager  and  partner  with  a 
long-range  option  to  buy. 

"The  Policy  Board,  for  the  first 
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me,  allowed  us  to  invest  some  of  the 
loney  which  the  ckibs  generate  into 
^veloping  new  ones,"  Kelly  says. 

The  company  considers  adding 
vo  new  clubs  a  year  a  manageable 
■owth  formula.  By  the  end  of  1997, 
le  network  will  have  27  facilities 


ther  open  or  under  construction  m 
le  U.S.  and  abroad. 

This  growth  follows  an  industry- 
'ide  lull  that  hit  in  the  late  1980s. 
Intil  the  developmental  fallout,  the 
PC  Network  had  enjoyed  rapid 
rowth  through  the  early-to-mid- 
980s  following  the  opening  of  the 
rst  Tournament  Players  Club  at 
awgrass  in  Ponte  Vedra  Beach,  FL, 
3Uth  of  Jacksonville. 

The  downtime  did,  in  fact,  serve 
purpose  in  that  several  weaker 
lubs  were  disposed  of  and  operations 
/ere  consolidated  to  strengthen  the 
verall  network.  By  the  time  the 
larket  began  to  pick  up  again, 
OUR  Properties  was  poised  with  a 
tronger  operation. 

The  TPC  Network  has  established 
nd  maintained  a  reputation  for 
perating  high-quality  clubs.  More- 
ver,  the  distinct  association  with  the 
GA  TOUR  is  emphasized  by  the 
tilization  of  TOUR  and  Senior  PGA 
"OUR  players  either  as  lead  architects 
■r  design  consultants.  The  impressive 
St  of  contributors  includes  Arnold 
'aimer.  Jack  Nicklaus,  Tom  Weiskopf, 
iary  Player,  Ben  Crenshaw,  Chi  Chi 
Lodriguez  and  Fuzzy  Zoeller. 

Taking  an  active  role  in  the  design 


of  every  TPC  course  is  PGA  TOUR 
Design  Services,  Inc.  (DSI),  which 
was  established  in  1988  to  address 
control  issues  in  working  with  archi- 
tects selected  by  the  developers.  "A 
TPC  has  to  satisfy  unique  tournament 
needs  while  maintaining  the  character, 
drama  and  strategy  of  any 
great  championship  course," 
explains  Chris  Gray, 
Director  of  Design  for  DSI. 

It  wasn't  long  before 
then-Commissioner  Deane 
Beman  determined  this  in- 
house  knowledge  and  ability 
should  be  utilized  in  the 
actual  design  of  its  own 
courses.  So,  as  new  projects 


were  signed  in  the  early  1990s, 
including  Tampa  Bay,  Summerlin 
(Las  Vegas,  NV)  and  River  Highlands 
(Cromwell,  CT),  DSI  did  the  actual 
lead  design  work,  but  always  with  a 
TOUR  member  as  player  consultant. 

DSI  continues  in  that  role  with 
some  projects,  while  with  others  it 
serves  in  a  coordinating  capacity 
with  outside  architects  to  assure 
tournament  issues  are  addressed. 

"What  is  so  unique  about  us  is 
that  rapid  growth  is  just  two  projects," 
Gray  says.  "So  we  are  really  involved 
with  each  project.  Besides  architecture, 
our  strength  is  master  planning,  cre- 
ating a  high-quality  tt)urnament  club 
and  balancing  it  with  the  real  estate." 

Through  the  continuing  success 
of  developing  comes  the  increased 
challenge  of  preserving  the  network's 
reputation  for  operational  and 
environmental  excellence,  reflected 
annually  with  the  state,  regional  and 
national  awards  its  facilities  receive. 
This  formidable  task  falls  under  the 


domain  of  Pete  Davison,  Vice 
President  of  Operations  for  PGA 
TOUR  Golf  Course  Properties. 

"One  of  the  most  difficult  chal- 
lenges the  TPC  Network  faces  each 
year  is  the  balance  between  the 
successful  hosting  of  a  PGA  TOUR 
or  Senior  PGA  TOUR  event  at  each 
club  and  providing  a  consistently 
high  quality  member  or  guest  experi- 
ence," Davison  said.  "More  than  120 
TOUR  events  have  been  held  at  TPCs, 


;dutihpus#«t  TPC  at  Hetoft  Bay ; 


and  the  staff  at  each  club  has 
become  adept  at  meeting  or 
exceeding  our  members'  and 
guests'  expectations,  as  well 
as  creating  an  outstanding 
experience  for  the  players 
during  the  TOUR  event." 
The  fundamental  management 
philosophy  throughout  the  network 
is  maintaining  a  consistency  of  excel- 
lence through  a  well-devised  plan  of 
action.  It  begins  with  meticulous 
attention  to  detail,  be  it  through  a 
quality  hiring  program,  employee 
orientation,  training  and  safety 
programs,  the  overall  maintenance 
operation,  food  and  beverage  and  its 
award-winning  golf  and  merchandis- 
ing operations. 

"While  there  are  certainly 
challenges  that  come  with  growth," 
Davison  says,  "the  strong  TPC  oper- 
ational infrastructure  that  has  been 
built  and  the  abundance  of  dedicated, 
high-quality  people  within  the  TPC 
Network  will  help  us  continue  to 
operate  at  the  high  level  of  service 
and  operational  excellence  that  have 
been  the  cornerstone  of  the  TPC 
Network." 

And  a  catalyst  for  renewed 
growth  as  the  network  looks  forward 
toward  new  horizons. 


What's  the  difference 
between  RPS  and  UPS? 


U33I 


One  letter. 

Plus  a  wiiole  new  way  of  doing  business. 

As  the  fastest-growing  small-package  carrier  in  history, 
RPS  gives  you  choices. 
Like  cleliveiy  to  eveiy  business  in  North  America, 
free  en  route  tracing  (even  on  the  hiternet!), 
and  shipping  services  that  really  do  save  time  and  money. 
So  whether  you  ship  packages 
or  receive  them  —  10  a  day  or  10,000  — 
one  letter  does  make  a  world  of  difference. 


RPS.  Delivering  more  than  your  packager 


1-800-ROADPAK'  (762-3725 ) 
www.shiprps.com 


ports  Business 


liTO  RACING 


lAUTION,  SHARP 
iURVES  AHEAD 

tock  car  racing  is  hot-but  with  growth  come  growing  pains 


rhe  first  heroes  of  stock  car  racing 
were  daredevil  moonshiners.  After 
running  bootleg  whiskey  all  week, 
ey  would  gather  at  dirt  tracks  scat- 
red  throughout  the  South,  competing 
much  for  thrills  as  for  the  meager 
•ize  money.  Even  long  after  Bill 
ranee  Sr.  organized  a  small  gi'oup  of 
acks  to  form  the  National  Association 
r  Stock  Car  Auto  Racing  (nascar)  in 
•49,  the  sport  remained  tethered  to 
5  rural  Southem  roots,  mth  drivers 
sking  theii'  lives  for  blue-collar  wages. 
No  more.  After  decades  in  the  shad- 
vs  of  major  sports  leagues,  the  nascar 
^inston  Cup  circuit  has  become  one  of 
le  fastest-gi'ovdng  sports  of  the  1990s. 
1  the  past  five  years,  average  atten- 
ince  has  soared  41%,  the  average 
arse  has  more  than  doubled  to 
L,606,312,  and  nascar  has  blasted  into 
le  second-highest-rated  regular  sports 
sries  on  cable  TV.  Only  the  National 
ootball  League  pulls  better  numbers. 
EMPLES  OF  ZOOM.  With  pedal-to-the- 
letal  growth,  however,  has  come  an 
(entity  crisis  and  the  bane  of  pro  sports 
1  the  '90s:  small  market  vs. 
ast  market,  nascar  has  lit- 
e  room  to  expand  its  sched- 
le,  which  runs  from  Feb- 
aary  to  November,  and 
ventually  must  choose  be- 
A^een  glistening  new  tem- 
les  of  zoom  in  cities  such 
3  St.  Louis  and  tired  old 
'acks  like  the  ones  in  Mar- 
nsville,  Va.  "Over  the  next 
ve  years,  we  have  a  chance 
D  become  one  of  the  tioily 


national  sports,"  says  H.  A.  "Humpy" 
Wheeler,  president  of  Charlotte  Motor 
Speedway,  who  compares  nascar's 
growth  to  the  nfl's  in  the  '60s. 

Wliy  all  the  intei'est?  Most  racing  ex- 
ecutives credit  TV.  A  decade  ago,  many 
races  were  seen  only  on  tape  delay,  but 
now  all  32  Sunday  spectacles  are  tele- 
vised live.  With  as  many  as  six  net- 
works and  cable  channels  competing  for 
some  events,  rights  fees  have  quintupled 
over  the  past  decade.  Last  year,  CBS 
Sports  signed  a  deal  with  the  Daytona 
International  Speedway  for  rights  to 
the  Daytona  500  and  other  events  for  a 
reported  $80  million  over  four  years. 
Unlike  the  major  sports  leagues,  indi- 
vidual track  owTiers  negotiate  their  own 
deals,  so  no  one  network  can  buy  ex- 
clusivity to  the  Winston  Cup. 

Once  limited  to  an  older,  blue-collar 
crowd,  the  sport's  demographics  now 
skew  toward  young,  college-educated, 
and  relatively  affluent  (an  estimated 
29%  earn  more  than  $50,000),  with 
women  making  up  38%  of  the  audience. 
One  cb*aw:  Amid  the  increasingly  cynical 


AVERAGE  NASCAR 
PURSE 


AVERAGE  NASCAR 
AHENDANCE 


A  MILLIONS  OF  DOLLARS 


A  THOUSANDS 


DATA:  SIMMONS  MARKET  RESEARCH  BUREAU  INC  ,  PERFORMANCE  RESEARCH 


and  scandal-weary  world  of  pro  sports, 
NASCAR  offers  old-time  heroes  like  high 
school  dropout  Dale  Earnhardt,  seven- 
time  Winston  Cup  champion.  "The  sport 
is  untarnished,"  says  Neal  Pilson,  foiTner 
president  of  CBS  Sports,  who  represents 
several  tracks.  "Nobody's  spitting  at 
umpires  or  kicking  cameramen  in  the 
gi'oin.  There's  a  civility  to  nascar." 

Coiporate  America,  especially  tobacco, 
has  long  embraced  stock  car  racing,  and 
as  ratings  and  attendance  soar,  sponsor's 
as  diverse  as  r,jr  Nabisco,  McDonald's, 
and  Procter  &  Gamble  pony  up  at  least 
$2  million  to  .$5  million  to  back  teams. 
That  broader  sponsorship  would  help 
NASCAR  if  the  Food  &  Drag  Adminis- 
tration succeeds  in  its  attempt  to  ban  to- 
bacco advertising  fi'om  auto  racing.  (Ar- 
guments in  a  suit  challenging  the  fda 
were  presented  in  federal  coiut  in  North 
Carolina  on  Feb.  10.)  Even  Wall  Street 
has  validated  nascar's  emergence:  In 
the  past  two  years,  two  tracks  have  had 
successful  initial  public  offerings. 

But  with  gi'owth  come  growing  pains 
and  a  dilemma  for  nascar:  How  to  ex- 
pand without  lengthening  the  season? 
"You  can't  stand  still,"  argues  Bill 
France  Jr.,  president  of  NASCAR  and  the 
founder's  son.  "You  either  get  bigger 
or  smaller,  and  if  we  want  to  continue 
growing,  we  have  to  expand  our  reach 
across  the  country."  Sponsors  agree. 
Says  T.  Wayne  Robertson  Jr,  president 
of  Sports  Marketing  Enterprises,  a  di- 
vision of  R.JR:  "To  justify  the  kind  of 
money  we're  spending,  we  need  gi-eater 
access  to  the  big  cities." 

One  solution  would  be  to 
split  the  circuit  in  two,  but 
sponsors  and  TV  nets  oppose 
diluting  the  product  by  di- 
viding star  drivers  between 
different  schedules.  "We're 
on  a  real  power  cui've  right 
now,"  warns  Charlotte's 
Wlieeler,  "and  we  need  to  be 
careful  not  to  improve  our- 
selves out  of  business." 

By  Keith  Dunnavant 
in  Atlanta 
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HERE  Comes  A  Point  When  Every  Company  Has  To  Look 
Itself  In  The  Mirror  And  Say  One  Word:  Server. 


PCs  linked  together  no  longer  provide  the  resources  you  need  to  run  your  business.  Which  is  why  we're  introducing  the 
mpaq  ProSignia  200.  It  creates  a  robust  computing  environment  that  enables  you  to  share  intormation  and  resources  over  a 
work.  Even  as  you  connect  more  and  more  people  together — e-mail,  access  to  files  and  printing  take  mere  seconds,  making 


ir  employees  more  productive.  And  your  business  more  competiti 


How  much  would  you  spend  to  have  this?  How  about  the  price  ot  a  desktop?  The  ProSignia  200  is  the  first  true  server 
igned  for  your  growing  business.  It  has  superior  pricc:performance,  industry-leading  manageability  and  pr()ven  integration. 
Managing  the  ProSignia  200  doesn't  demand  a  lot  of  time  or  people.  With  SmartStart  and  Insight  Manager,  configuration 


1  management  arc  easy  and  always  under  control.  And  Compac]  offers  the  most  extensive  Prc-Failure 


irranty,  one  which  reduces  downtime  by  replacing  key  components  when  performance  levels  dip.  jT 


more  information  on  the  ProSignia  200,  call  your  local  Compaq  Authorized  Reseller  or  visit  us  at 


/w.compaq.com.  The  ProSignia  200.  The  server  for  successful  companies  in  their  formative  years.  ^ 

The  PwSiania  200 
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MOGULS 


HURRICANE 
HUlZENGA 

He  hurtles  to  the  front  of  the  pack  in  auto  superstores 


Robert  L.  Rewey  is  a  tough  giiy  to 
impress.  As  Ford  Motor  Co.'s  top 
sales  executive,  he  hears  plenty  of 
blue-sky  schemes  for  overhauling 
the  industry,  especially  fi-om  the  horde 
of  outsiders  eager  to  move  into  car  re- 
tailing. By  last  summer,  he  was  turning 
a  deaf  ear  to  public  companies  clamoring 
for  a  Ford  franchise,  even  as  eveiy  oth- 
er major  carmaker  agi-eed  to  let  them 
buy  dealerships.  So  Rewey  was  skepti- 
cal when  H.  Wayne  Huizenga,  whose 
Republic  Industries  Inc.  is  the  latest 
newcomer,  (b'opped  by  for  a  chat  in  ear- 
ly October. 

Huizenga  got  Rewey's  attention, 
though,  by  describing  how  his  Block- 
buster Entertainment  Group  had  trans- 
fonned  the  mom-and-pop  video-store  in- 
dustry. Then  the  Fort  Lauderdale 
mogul,  along  with  his  longtime  lieu- 
tenant, Steven  R.  Berrard,  laid  out 
plans  to  work  similar  magic  on  the  auto 
industry.  During  subsequent  meetings 
and  phone  calls,  Rewey  increasingly 
warmed  to  Huizenga. 

By  Oct.  23,  when  Huizenga,  Ben-ard, 
and  their  team  sketched  out  a  business 


plan  for  a  handful  of  key  managers  at 
Ford's  headquarters  in  Dearborn,  Mich., 
Rewey  was  convinced  his  franchises 
would  be  in  good  hands.  Most  reassm-ing, 
he  says,  was  Huizenga's  involvement.  "I 
talk  to  a  lot  of  people  who  ai-e  able  to 
describe  a  grand  vision,"  Rewey  says, 
"but  in  the  execution,  it  falls  apart  be- 
cause it's  tiUTied  over  to  somebody  else." 
That  aftemoon,  the  two  sides  hammered 
out  the  framework  of  a  deal.  Shortly  af- 
ter the  pact  was  announced  on  Dec.  20, 
Huizenga  began  scoojjing  up  Ford  fi'an- 
chises  from  California  to  Florida. 

Wayne  Huizenga,  whirlwind  deal- 
maker,  is  back.  And  he's  following  the 
blueprint  he  already  used  to  build  two 
billion-dollar  companies — making  rapid- 
fii'e  acquisitions  to  expand  geographi- 
cally, at  the  same  time  tapping  new 
lines  of  revenue  in  the  industry.  That's 
how,  starting  with  one  garbage  truck 
in  1962,  he  built  Waste  Management 
Inc.  into  a  $1  billion  company  before 
leaving  in  1984.  That's  how  he  built 
Blockbuster  from  a  19-store  chain  in 
1987  into  a  3,700-store  giant  with  stakes 
in  music  retailing  and  film  studios  before 
selling  it  to  Viacom  Inc.  for  $8.4  billion 
in  1994.  In  the  process,  he  i-evolutionized 
their  industries.  Now  he's  out  to  re- 
make the  $1  trillion  auto  sales  and  ser- 
vices industry.  As  he  told  shareholders 
in  Januaiy  m  what's  becoming  a  fainiliai' 
quip:  "We  just  want  our  share — 50%." 
QUICK  STUDY.  Huizenga  and  Beirai'd  en- 
vision AutoNation  usa,  the  Republic  sub- 
sidiai-y  thi'ough  which  they're  taking  on 
Detroit,  as  a  cradle-to-gi-ave  auto  dis- 
tributor that  will  sell,  finance,  lease,  rent, 
repair,  and  recon- 
dition cars.  This  BUMPER  CROP 
sweeping    concept  AutoNatioil's 


dwaifs  the  ambitions 


first  used-car 


of  other  new  mega- 
retailers,    among  P3,i3,ce,  in 

them  Circuit  City  Florida,  has 

Stores'     CarMax  I  QOO  vehicles 

Group,  former  ad-  ,  if 

man  Cari  Spielvo-  topiCktrom 


gel's  United  Auto  Group,  and  Driver's 
Mart  Worldwide,  a  21-dealer  consortium. 
In  fact,  AutoNation  bojTowed  the  cate- 
goiy-killer  approach  from  CarMax  but 
is  running  ahead  with  it,  rolling  out 
bright,  technologically  sophisticated  stores 
with  fiiendly,  no-haggle  policies. 

Clearly,  Huizenga's  ambitions  threaten 
the  nation's  22,000  traditional  dealers. 
Not  suiprisingly,  some  are  hurling  brick- 
bats. "Ridiculous,"  snorts  Martin  J. 
"Hoot"  Mclnerney,  a  Detroit  area 
megadealer,  of  Huizenga's  plans.  "These 
aren't  $3  videotapes  where  you  put  a 
high-school  kid  up  at  the  cashiei"'s  stand." 
Huizenga,  he  says,  will  "lose  liis  shirt." 

Dealers  aren't  the  only  ones  feehng 
the  heat.  If  Huizenga  succeeds,  he  could 
dramatically  shift  the  balance  of  power 
in  the  industry.  Says  Christopher  W. 
Cedergi-en,  managing  director  of  auto 
consultants  Nextrend  Inc.  in  Thousand 
Oaks,  Calif.:  "Deep  down,  this  just 
scai"es  the  hell  out  of  the  manufacturers, 
because  they  fear  losing  control."  The 
reason:  Retailers  have  historically  been 
part  of  the  apparatus  auto  makers  use 


to  find  homes  for  all  the  cai's  they  crank 
out — even  aging  models  and  design  mis- 
cues.  Powerful  new  buyers  could  be  a 
threat  "if  the  relationship  changes  to 
where  the  retailer  tells  us  what  to 
build"  or  tries  to  dictate  price,  warns 
Robert  J.  Thomas,  chief  executive  of 
Nissan  Motor  Corp.  USA.  "Huizenga 
alone,"  he  adds,  "has  the  power  to 
quickly  make  the  paradigm  shift." 
SILVER  LINING.  Other  auto  makers  scoff 
at  the  fear  that  a  single  player  could 
dominate.  "The  market  is  so  huge,  and 
there  are  so  many  dealers,  that  it  just 
doesn't  pose  a  problem,"  says  General 
Motors  Chairman  John  F.  Smith  Jr. 
Moreover,  some  manufactiu'ers  have  dis- 
cerned an  upside  to  change:  Superstore 
chains  could  help  them  streamline  bloat- 
ed dealer  networks.  Strict  state  fi-an- 
chise  laws  prevent  them  fi'om  forcing 
consolidation,  but  Huizenga's  top-dollar 
bids  provide  a  handy  fi-ee-market  solu- 
tion. And  as  the  frenzy  escalates,  some 
dealers  who  swore  they  would  never  sell 
are  privately  admitting  they  might. 
Perhaps  consumers  have  the  most  to 


Republic's  Buying  Spree 

DATE  DEAL  PRICE 

AUG.  1, 1996     Buys  CarChoice  (two  used-car  superstores  $95  million  in  stock 
in  Texas  and  Michigan) 


NOV.  25 

Buys  Alamo  Rent-a-Car 

$625  million  in  stock 

JAN.  3,  1997 

Buys  Bell  Dodge 

(one  dealership  in  Arizona) 

$30  million  in  stock 

JAN.  3 

Buys  Ed  Mullinax  Inc. 

(five  dealerships  in  Ohio  and  Florida) 

$100  million  in  stock 

JAN.  6 

Agrees  to  buy  National  Car  and 
Rental  System 

$600  million  in  stock; 
$1.7  billion  assumed  debt 

JAN.  8 

Buys  Magic  Ford 

(two  bankrupt  dealerships  in  California) 

$16  million 

JAN.  13 

Buys  Grubb  Automotive 

(seven  dealerships,  in  Arizona  and  Texas) 

$100  million  in  stock 

JAN.  14 

Buys  Maroone  Automotive  Group 

(seven  dealerships  in  Florida  and  New  York) 

$200  million  in  stock 

JAN.  16 

Buys  AutoNation  from  Huizenga  and 
associates 

17.5  million  shares 
of  stock 

JAN.  22 

Buys  Carlisle  Motors 
(three  dealerships  in  Florida) 

$35  million  in  stock 

FEB.  3 

Buys  Wallace  Automotive  Group 
(six  dealerships  in  Florida) 

$55  million  in  stock 

FEB.  4 

Buys  Courtesy  Auto  Group 
(seven  dealerships  in  Florida) 

$30  million  in  stock 

DATA:  REPUBLIC  INDUSTRIES 
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1.  Huizenga  has  designed 
;oNation  to  respond  to 
T-standing  complaints 
ut  traditional  dealers, 
re  amenities  include  chil- 
n's  play  areas  and  com- 
er kiosks  displaying  pic- 
js  and  descriptions  of  the 
5  in  stock.  There's  no 
cering  over  sale  prices  or 
ie-ins.  Cars  can  be  re- 
ned  in  seven  days,  no 
stions  asked,  and  carry  a 
iprehensive  90-day  war- 
ty. Consumers  might 
n  get  a  price  break  one 
if  Huizenga  and  his  ri- 
;  succeed  in  squeezing  out 
'ficiencies. 

)D  JUGGLER.  Huizenga  is 
to  a  blazing  start.  On  Jan. 
Republic  wasn't  even  in 

new-car  business.  Now, 

the  nation's  largest  dealer  group, 
h  38  high-grossing  stores  vdth  esti- 
ted  1997  sales  of  $3  billion  (table, 
:e  89).  Not  only  that,  but  a  Jan.  6 
1  to  buy  National  Rental  Cai"  System 
.,  coming  on  top  of  Republic's  No- 
nber  acquisition  of  Alamo  Rent-a- 
•  Inc.,  will  make  Republic  one  of  the 
jest  U.  S.  rental  companies.  Future 
,1s  may  include  a  major  financing  al- 
ice,  perhaps  with  Ford  Motor  Credit 
,  and  the  purchase  of  an  auto-ser- 
ng  operation.  In  time,  there  may  be 
AutoNation  outlet  for  spare  parts. 


America  Inc.  That  might  be  too  much 
for  most  executives,  but  Huizenga  is 
known  for  being  able  to  juggle  many 
complex  issues.  He  also  hires  top-notch 
managei-s  and  lets  them  manage,  though 
he  keeps  a  handle  on  details. 

But  the  key  reason  Huizenga  can 
handle  so  much  is  his  reliance  on  the  42- 
year-old  Berrard,  whom  he  began 
grooming  as  a  partner  in  the  early 
1980s.  Berrard  came  into  his  own  as 
president  of  Blockbuster,  where  he 
closed  many  of  its  acquisitions  and  car- 
ried out  the  diversification  strategy,  and 


5  the  frenzy  escalates,  with  Huizenga  offering 
p  dollar,  some  dealers  who  swore  they  would 
3ver  sell  are  having  second  thoughts 


izenga's  soup-to-nuts  empire  also  in- 
des  two  fast-gi"owing  chains  of  used- 
superstores,  Valu  Stop,  which  will 
:cialize  in  older,  cheaper  models,  and 
toNation.  As  Ben-ard,  who  previous- 
oversaw  Blockbuster's  warp-speed 
iwth,  boasted  last  December:  "We've 
;  used-car  stores  rolling  out  like 
)ckbuster  stores." 

4.S  fast  as  AutoNation  is  moving,  it'.s 
;  one  part  of  Republic,  which  contin- 
!  to  expand  its  existing  waste-dispos- 
and  electronic  security  operations, 
d  Repubhc  is  but  one  of  Huizenga's 
sinesses.  He  also  presides  over  a 
)rts  empire  that  includes  the  Florida 
irlins  baseball  team,  the  Miami  Dol- 
ins  football  team,  the  Florida  Pan- 
;rs  hockey  team,  and  Miami's  Pro 
lyer  Stadium.  And  he's  chairman  of 
t-gi'owing  hotel  chain  Extended  Stay 


now  he  is  both  co-CEO  of  Republic  and 
CEO  of  AutoNation.  Both  men  do  deals, 
plot  strategy,  and  watch  operations, 
though  Huizenga  obviously  dominates 
strategy  and  Berrard  implementation. 
When  they're  together,  Huizenga  often 
defei-s  to  Ben-ard  on  details  or  turns 
to  Mm  to  enimciate  AutoNation's  vision. 

In  fact,  it  was  Ben-ard  who  pushed  to 
take  Republic  beyond  used  cars  into 
virtually  eveiy  facet  of  the  industi-y.  He 
had  stayed  at  Blockbuster  when  it  was 
sold  to  Viacom.  But  he  rejoined  his 
mentor  last  March,  as  soon  as  he  was 
contractually  ft-ee,  and  was  soon  scout- 
ing acquisitions  and  store  sites. 

It  wasn't  until  October,  when  Auto- 
Nation opened  its  first  store,  an  airy, 
.$20  million  used-car  palace  in  Coconut 
Creek,  Fla.,  that  the  AutoNation  vision 
came  into  focus.  There,  customers  can 


BEEN  THERE,  DONE  THAT 

Steven  Berrard,  who  has 
worked  for  Huizenga 
.since  the  early  '80s, 
helped  Blockbuster  live 
up  to  its  name 

sui-vey  an  inventory  of  1,000 
cars — two  to  three  times  the 
size  of  most  other  super- 
stores. Huizenga  plans  80  to 
90  such  stores  by  2000,  on 
top  of  spending  up  to  $5  bil- 
lion buying  new-car  dealers 
by  then.  He  also  talks  of  ex- 
panding overseas  someday. 
HOT  STOCK.  It  was  the 
launch  of  Huizenga's  dealer 
buying  spree  that  caused  De- 
troit to  sit  up  and  take  no- 
tice. He  and  Ben-ard  spent 
all  last  summer  and  fall  as- 
siduously courting  a  handful  of  dealers 
who  owned  large  groups  of  profitable 
new-car  ft-anchises.  To  endow  AutoNa- 
tion with  the  car  smarts  they  lack, 
they're  asking  the  sellers  to  sign  on  as 
managers,  offering  Republic  stock  op- 
tions to  those  who  remain  at  least  four 
years.  The  dealerships  will  retain  their 
old  names,  perhaps  with  the  addition 
of  an  AutoNation  logo.  Says  Huizenga: 
"There's  nothing  like  having  a  person 
who's  pait  of  the  team  with  his  name  on 
the  door." 

Why  would  top-flight  dealers  sign  on? 
Keith  M.  Cowherd,  who  sold  Phoenix- 
based  Bell  Dodge  to  Huizenga  in  Janu- 
ary, says  that  wasn't  his  agenda — "I 
was  realizing  my  life's  dream."  Still,  the 
46-year-old  dealer  was  "at  a  cross- 
roads"— strapped  for  capital  to  keep 
Bell  gi-owing.  While  Berrard  kept  com- 
ing back  with  better  offers.  Cowherd 
did  enough  research  to  decide  that  tak- 
ing Republic  stock  was  a  good  bet. 

He's  not  alone.  Big  institutional  shai-e- 
holders — mesmerized  by  Huizenga's 
golden  track  record —  have  been  nishing 
to  get  into  AutoNation  on  the  ground 
floor,  snapping  up  .$90.5  miUion  in  pri- 
vate placements  since  Nov.  1.  "There's 
some  execution  risk,  but  if  there's  a  guy 
who  can  puU  it  off,  [Huizenga]  has  got  a 
better  chance  than  anyone,"  says  Lan-y 
D.  Tashjian,  managing  dii-ector  of  Prov- 
ident Investment  Counsel,  one  of  Re- 
public's largest  institutional  investors. 
Republic's  shares  closed  at  36  on  Feb. 
11,  a  dazzling  .5.5  times  estimated  1997 
earnings.  For  1996,  the  company  posted 
a  $59.5  million  loss,  including  acquisi- 
tion-related charges,  on  sales  of  $2.4  bil- 
lion. But  with  all  the  businesses  it's 
scooping  up,  analysts  now  expect  rev- 


People 


enues  to  hit  $8.3  billion  this  year. 
William  Genco  of  Merrill  Lynch  &  Co.  in 
late  Januaiy  forecast  earnings  of  $572 
million  on  sales  of  $16.6  billion  by  1999. 
BIG  RISKS.  Early  in  AutoNation's  evo- 
lution, Huizenga  decided  to  fold  it  into 
Republic,  rather  than  take  it  public. 
That  has  allowed  Republic's  profitable 
garbage  and  security  businesses  to  off- 
set startup  costs.  Says  Stacy  Gray,  an 
analyst  at  First  Analysis  Securities 


might  give  investors  pause.  Huizenga 
is,  after  all,  buying  into  the  slow-growth, 
low-margin  auto  business.  For  now,  the 
high  stock  price  is  enabling  him  to  buy  a 
stream  of  ftitui'e  earnings  without  dilut- 
ing Repubhc's  shares.  But  if  the  stock 
falls,  acquisitions  would  be  costlier  and 
harder  to  come  by,  which  could  further 
hurt  the  stock  price. 

The  risks  are  substantial.  The  auto 
business  is  prone  to  sharp  downturns. 


Three  hallmarks  of  Huizenga:  He  likes  to  do 
business  in  person.  He  uses  his  stock  as 
currency.  And  he  moves  at  warp  speed 


Corp.  in  Chicago:  "Today,  what's  pro- 
viding eaiTiings  is  sohd  waste." 

And  what's  enabling  Huizenga  to  gob- 
ble up  big  chunks  of  the  car  business  is 
Republic's  pricey  stock,  which  he  has 
used  to  make  nearly  all  his  recent  pui'- 
chases.  To  keep  up  the  spree,  he  has  to 
keep  the  stock  price  up — and  to  keep 
the  stock  price  up,  he's  got  to  keep  up 
the  ultrafast  gi'owth.  "It's  a  high-wire 
act,"  one  longtime  associate  admits. 

Indeed,  the  stock's  giddy  heights 


and  financing  tens  of  thousands  of  un- 
sold cars  can  quickly  bleed  millions  fi'om 
an  unwary  operator.  On  top  of  that, 
Huizenga  is  buying  auto  assets  and  real 
estate  while  the  market  is  high.  And 
some  industiy  experts  question  whether 
AutoNation  can  make  money.  Says  Don- 
ald L.  Keithley  of  J.  D.  Power  &  Asso- 
ciates Inc.:  "It  will  be  wildly  popular 
and  sell  a  lot  of  cai-s.  But  is  it  enough  to 
cover  the  expense  stincture?" 

Huizenga's  detractoi-s  snipe  that  he  is 


better  at  building  big  companies  than 
operating  them  long-term,  when  th« 
say  his  trademai'k  consolidation  stratef 
falters.  "He  ran  [Blockbuster]  up  ai  ]| 
unloaded  it,"  says  rival  Spielvogel.  "No 
Viacom  is  busy  closing  stores."  But 
fact,  few  problems  at  Huizenga's  o 
businesses  can  be  traced  to  him.  Was 
Management,  now  WMX,  is  cuiTently 
ing  difficulties — but  Huizenga  left 
years  ago.  As  for  Blockbuster,  at  tL 
time  of  the  acquisition,  Viacom  dras  * 
cally  wrote  down  its  tape  inventoiy.  i 
a  result,  the  chain's  mai'gins  looked  b( 
ter  for  the  next  year,  then  appeared 
drop  substantially.  But  same-store  sal( 
a  key  barometer  of  retail  health,  ha 
consistently  gi'owTi  since  the  acquisitio 

Viacom  did  have  to  close  10% 
Blockbuster's  music  stores,  becaui 
Huizenga  scooped  them  up  when  th 
business  was  red-hot  and  it  has  sin 
slumped.  And  Discovery  Zone,  Bloc 
buster's  1993  foray  into  indoor  pla 
grounds,  is  also  a  blot  on  his  resuir 
There,  rapid  expansion  was  a  disast 
because  of  poor  sites  and  operatior  ^ 
and  the  debt  load  swelled.  Tlie  compai 
filed  for  bankiiiptcy  protection  in  Marc 
1996,  and  in  December  filed  a  reorgai 
zation  plan  that  resulted  in  a  $40  millii 
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te-off  for  Viacom. 
Hven  Huizenga's  far 
-e  prominent  suc- 
ses,    Wall  Street 
ms  to  forgive  him 
:h  that  other  chief 
cutives  would  be  pil- 
ed for — such  as  us- 
small  boards  stuffed 
h  friends  and  asso- 
es  and  cutting  deals 
ween  his  public  and 
/ate  companies, 
en  Huizenga's  newly 
ilic  hockey  team,  the 
rida  Panthers,  an- 
nced  plans  in  December  to  buy  two 
•t  Lauderdale  hotels  for  8.4  million 
res,  reporters  quickly  pointed  out 
t  the  properties  were  80%  owned  by 
partnership  in  which  Huizenga  and 
er  associates  have  interests.  But 
ler  than  being  hurt  by  the  appear- 
e  of  an  inside  deal,  Panthers'  stock 
'•e  than  tripled,  from  November's  $10 
iring  price  to  $35,  on  the  perception 
t  Huizenga  is  developing  a  "sports 
i  leisure"  company.  Independent  hos- 
ility  consultant  M.  Chase  Burritt  of 
1st  &  Young  says  the  valuation  of 
hotels,  based  on  a  return  on  invest- 
nt,  "isn't  indicative  of  an  insiders' 
J."  And  Huizenga  is  "not  screvdng 
reholders,"  says  Lesa  Ukman,  presi- 
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dent  of  lEG  Inc.,  which  tracks  sports 
marketing.  "The  conflicts  of  interest  are 
there — he's  made  his  friends  and  family 
very  rich — but  the  average  Joe  Share- 
holder got  rich,  too." 
PLENTY  OF  PRACTICE.  The  personal  style 
with  which  Huizenga  has  broken  into 
Detroit's  big  leagues,  winning  over  deal- 
ers and  carmakers  alike,  is  one  he's 
been  perfecting  since  1962,  when  as  a 
25-year-old  college  dropout,  he  started 
pestering  Wilbur  Porter,  a  Fort  Laud- 
erdale trash  hauler,  to  sell  him  a  collec- 
tion route  and  a  beat-up  truck.  When 
Porter  finally  gave  in,  Huizenga  paid 
him  $5,000  boiTowed  from  his  then  fa- 
ther-in-law. Five  years  later,  he  linked 
his  small  company  vrith  a  Chicago  rela- 


tive's garbage  business 
to  form  Waste  Manage- 
ment and  was  on  his 
way  to  his  first  billion. 

Three  hallmarks 
were  already  evident: 
Huizenga  liked  to  do 
business  in  person.  He 
used  his  stock  as  cur- 
rency. And  he  moved 
fast.  Through  it  all,  he 
has  also  proved  himself 
a  master  of  sizing  up 
new  situations.  Given  a 
career  full  of  achieve- 
ments and  monumental 
personal  wealth,  why  does  he  feel  com- 
pelled to  put  those  skills  to  work  taking 
on  yet  another  industry?  "Friends  say, 
Tou've  got  a  great  reputation  out  there, 
you  should  just  retire  after  Block- 
buster,' "  he  says.  "But  that's  what  gets 
the  adrenaline  going — that's  why  people 

chmb  mountains  Life  would  be  a  lot 

simpler  if ...  we  didn't  have  to  set  the 
world  on  fire  and  reinvent  the  used-car 
business.  But  it's  a  huge  challenge,  and 
if  we  can  make  this  thing  work — and  I 
think  we  can — it's  another  Wal-Mart." 

By  Kathleen  Kerwin  in  Detroit  and 
Gail  DeGeorge  in  Fort  Lauderdale,  vnth 
David  Greising  in  Coconut  Creek,  Keith 
Naughtmi  and  Bill  Vlasic  in  Detroit,  and 
Larry  Armstrong  in  Los  Angeles 


e  don't  just  make  better  software.  We  make  better  companies 

e  do  that  by  giving  you  a  better  return  on  mtorniation.  A  better 
turn  on  information  means  meeting  customers' needs  taster.  It 
;ans  making  the  most  ot  changes  in  the  marketplace.  It  means 
creased  revenues,  profits  and  growth  opportunities, 
better  return  on  information  means  ditterent 
ings  to  different  companies.  But  it  always 
cans  a  better  company.  And,  so  far,  SAP 
s  helped  nearly  7,000  companies  in 
1  countries  become  just  that.  To 
id  out  what  a  better  return  on 
formation  can  do  for  you, 
>it  us  at  http://www. 
p. com,  or  call 
800-283- 
iAP. 
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It's  called  Webcasting,  and  it 
promises  to  deliver  the  info 
you  want,  straight  to  your  PC 

By  Amy  Cortese 

Since  the  World  Wide  Web  burst  into  the  mainstream 
two  years  ago,  it  has  seized  the  popular  imagination 
with  a  vengeance.  The  number  of  Web  sites  has  ex- 
ploded as  companies  and  individuals  have  jumped  ea- 
gerly into  cyberspace.  Today,  hundreds  of  thousands  of  sites 
offer  everything  from  government  documents  to  financial 
data  to  pure  whimsy.  Internet  terminology— Web  page,  hy- 
perlink, anything.com — are  part  of  the  everyday  lexicon.  And 
being  wired  has  become  a  measure  of  status  among  Gren-Xers 
and  business  leaders  aUke. 

The  Web  is  hip.  The  Web  is  way  cool.  And  increasingly,  the 
Web  is  way  frustrating. 

The  Web,  it  seems,  is  a  victim  of  its  success.  The  volume  of 
information  on  it  is  staggering,  and  search  engines  and  other 
devices  bring  little  order  to  the  chaos.  "It's  a  little  like  taking 
a  farm  boy  from  the  Midwest,  putting  him  in  the  middle  of 
Manhattan,  and  teUing  him  to  go  have  the  time  of  his  life," 
says  Ariel  Sella,  an  Internet  software  entrepreneur.  Then 
there  are  those  endless  waits  to  see  Web  pages.  These  days, 
when  you  log  on,  don't  forget  to  bring  a  book. 

The  noise  and  congestion  is 
making  it  hard  for  Web  sites  to 
attract  visitors — and  keep  them 
coming  back.  Without  steady 
traffic,  Web  sites  have  a  hard 
time  selling  advertising,  which, 
despite  meager  sales  today,  re- 
mains the  most  promising  way 
to  make  money.  As  reality  sets 
in,  dozens  of  sites  are  scaUng 
back  or  shutting  down.  At  this 
rate,  the  Web  could  collapse 
under  its  own  weight. 

Even  the  Web's  biggest  pro- 
moters are  sounding  the  alarm. 
"The  Net  for  the  first  time  is 
causing  information  overload," 
says  Marc  Andreessen,  who 
helped  write  the  Navigator 
browser  at  Netscape  Commu- 
nications Corp.  Adds  Eric 
Schmidt,  chief  technologist  at 
Sun  Microsystems  Inc.:  "Manu- 
ally searching  the  Web  is  not  a 
sustainable  model,  long  term." 

So,  software  entrepreneurs  are  borrowing  from  another 
medium — TV — to  take  the  work  out  of  the  Web.  "People 
want  theii-  computers  to  be  as  easy  as  their  television,"  says 
Kim  Polese,  former  Java  product  manager  at  Sun  and  now 
chief  executive  of  Marimba  Inc.,  a  Palo  Alto  (Calif.)  soft- 
ware startup.  "They  want  just  a  few  channels  that  they  can 
turn  to." 

Computers  won't  get  as  simple  as  TVs  anytime  soon.  But  a 
new  crop  of  programs  will  cut  through  Web  clutter  for  you  by 
using  the  same  principle  as  broadcasting.  Instead  of  having  to 
spend  hours  scouring  the  Web,  news,  entertainment,  and 
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The  Web  Gets  Pushy 

1A  person  downloads  Webcasting  software.  She 
is  asked  to  fill  out  a  profile  specifying  what 
type  of  information  she'd  like  to  receive — for 
example  weather,  computer  industry  news,  and 
selected  stock  prices. 


other  Web  fare  is  delivered  automatically  to  your  desktop. 
These  new  software  progi'ams  also  can  deliver  rich  visual  im- 
ages and  animation  that  approach  TV  quality. 

Internet-style  broadcasting  has  some  unique  advantages, 
too.  TV  features  one-size-fits-millions  progi-amming.  On  the 
Net,  digital  progi-amming  can  be  targeted  to  a  particular 
group  or  individual.  It  can  even  be  delivered  to  your  pager 
or  cell  phone.  That  ability  to  "narrowcast"  is  transforming 
the  Net  into  a  personal  broadcast  system.  "The  combination 
of  broadcast  and  personahzation  is  really  a  new  world," 
says  Schmidt. 

And  it  comes  with  a  whole  new  lexicon.  Companies  such  as 
Marimba  call  their  progi-ams  "tuners"  and  "transmitters." 
Information  is  organized  into  "channels,"  and  "push  deliv- 
ery" gets  it  out  to  "viewers."  Such  familiar  concepts  promise 
to  tame  the  Web,  enhance  corporate  commu- 


AT  HOME  When  con- 
necting to  the  Net 
with  a  modem,  Web- 
i     casting  software 
dials  up  at  speci- 
fied intervals  for 
updates,  which  are 
displayed  in  a  win- 
dow, ticker,  or 
screen  saver. 


\ 


nication,  spur  digital  commerce,  and  provide  one  more  jor 
to  the  software  Establishment. 

Welcome  to  the  woi'ld  of  Webcasting.  "Just  as  the  browsdi 
opened  the  door  to  the  Internet,  'push'  will  bring  another  ftuil 
damental  way  of  communicating  to  the  Net."  says  Christophtl  • 
R.  Hassett,  chief  executive  of  Webcasting  pioneer  PointCaii  . 
Inc.  Adds  J.  Neil  Weintraut,  a  partner  with  21st  Centuii# 
Ventiu-e  Partners:  "It  makes  the  Web  relevant  to  the  masses!  i 
The  new  Net  software  is  not  just  for  couch  potatoes,  eithei ! 
Companies  such  as  Amoco  and  Fiiiit  of  the  Loom  are  pushin  :;i 
industry  news  and  other  data  to  employees'  desktops.  The/i  % 
also  setting  up  in-house  channels  on  their  own  networks,  (  t 
intranets,  to  make  siu-e  employees  get  the  latest  announci 
ments  and  coi-porate  communiques.  And  because  any  digit  rt 
infoiTnation  can  be  Webcast,  the  new  approach  is  a  natm*al  f(  ii 
distributing  softwai'e  programs,  applets,  and  updates — savin  in 
time  and  money.  "This  kind  of  push  technology  is  going  to  I  i; 
a  big  thing,"  says  Wilham  Stewart,  co-chairman  of  the  Chici  i»! 
go  Board  of  Ti-ade's  Internet  Advisoiy  Committee,  which  i  p 
looking  at  push  deUvery  to  reach  its  4,000  members.  ; 
HOT  BUTTONS.  As  with  any  new  technological  shift,  Webcastin  w 
is  creating  fi'esh  opportunities  for  softwai'e  and  media  entn  t. 
preneiu's.  The  ferment  has  already  produced  dozens  (' 
PointCast  challengers,  from  Maiimba  to  BackWe 
Technologies  to  inision  Com.  They're  all  taking 
different  tacks.  But  one  of  them  could  hit  on  . 
the  right  formula  and  become  the  next  In- 
ternet powerhouse. 

Or  maybe  not.  Both  Microsoft  Coi-p.  and 
Netscape  are  scurrying  to  bring  out  later 

AT  WORK  Information  is  downloaded 
automatically  to  a  corporate  server,  then 
relayed  to  employees,  cutting  down  on 
network  traffic.  Companies  may  also  set 
up  their  own  channels  to  Webcast  com- 
pany news.  Because  business  users  typi- 
cally have  a  constant  Internet  connection, 
they  can  get  near-continuous  updates. 


5  year  their  own  software 
display  Webcasting  information  on 
ir  desktop.  When  they  do,  your  PC  screen  might 
sist  of  half  a  dozen  channel  buttons:  one  for  news,  one  for 
npany  information,  one  or  two  for  entertainment,  and — 
neday — a  "productivity"  channel  that  you'll  switch  to  when 
I  need  spreadsheets  and  word  processing  progi'ams.  "It 
■damentally  changes  the  whole  concept  of  software,"  says 
dntraut.  The  line  between  software  progi'ams  and  content 
?ins  to  blur. 

Por  such  a  fundamental  innovation.  Webcasting  is  almost 
!eptively  simple.  In  most  cases,  it  works  Like  this:  Wlien 
I  register  for  a  service,  you  specify  the  channels  you  want 
1  the  specific  topics  you're  interested  in.  You  also  choose 
K  often  you  would  like  updates,  which  can  anive  continu- 
;ly  and  seamlessly  on  coqoorate  networks. 
Behind  the  scenes.  Webcasting  is  more  complex.  Software 
)grams  diligently  monitor  Web  sites  and  other  information 
irces  on  your  behalf.  Upon  finding  news  of  interest  to 
a,  most  will  send  an  alert  that  pops  up  on  yoiu-  screen  or 
■oils  across  a  ticker.  When  you  click  for  more  details,  you 
might  be  launched  to  the  Web  site. 

Other  Webcasting  programs,  including 
PointCast,  take  the  hberty  of  sending  full 
articles,  Web  pages,  and  animations  to  your 
PC.  You  may  not  realize  it,  but  when 
you  pause  to  look  at  a  Web 
page,  which  leaves  the  line 
free,   these  Webcasting 
programs  grab  the  line 
and  stall  downloading  files 
onto   your   hard  drive. 
When  you  click  on  a  sports 
score    for   more  detail, 
there's  no  World  Wide 
Wait:  The  full  stoiy  and  a 
video  clip  can  appear  on 
youi'  screen  instantly. 

Push  delivei-y  is  as  old 
as  E-mail.  But  PointCast 


3 Special  software  programs  then  search  a  pool  of 
content — in  most  cases  a  selection  of  content 
"channels"  and  Web  sites.  The  software  retrieves  the 
requested  information  and  sends  it  out. 

took  things  one  step  further.  Hassett  and  his  brother,  Greg, 
launched  their  fii'st  product  in  1992.  Journalist,  a  custom 
news  sei-vice  for  CompuServe  Inc.  and  Prodigy  Services  Co. 
members,  was  difficult  to  use,  though,  and  never  caught  on. 
By  early  1995,  when  the  Web  took  off,  the  brothers  tried 
again.  This  time,  they  would  pump  out  continuously  updated 
infoiTnation  and,  in  a  novel  twist,  display  it  on  a  screen  saver 
when  a  PC  was  idle.  Flying  toasters  gave  way  to  scrolUng 
news  headlines,  stock  quotes,  and  weather  updates. 
"DIFFERENT."  PointCast  released  a  test  version  of  its  soft- 
ware last  February  and  a  finished  version  in  May.  By  early 
fall,  a  million  people  had  downloaded  it.  Today,  PointCast  has 
more  than  1  million  regular  viewers — mostly  within  busi- 
nesses— and  some  15,000  people  register  for  the  service 
each  day.  At  30  million  to  50  milhon  viewer  hours  a  month, 
the  PointCast  Network  is  comparable  to  a  midsize  TV  net- 
work. "I  see  push  creating  almost  a  second  Internet,"  says 
Halsey  Minor,  ceo  of  cnet  Inc.,  a  Web  news  service.  "The 
model  is  really  different." 

Indeed,  Webcasting  offers  the  best  hope  yet  to  build  a 
business  on  the  Net  tlu'ough  advertising  and  dehvering  cus- 
tomized content  that  people  might  finally  pay  for.  "We're 
huge  behevers,"  says  Time  Inc.  New  Media  General  Manag- 
er Bmce  Judson.  The  Internet  is  ah-eady  a  direct-mai-keter's 
dream.  Now,  instead  of  waiting  for  Web  surfers  to  stumble 
onto  their  sites  and  banner  ads,  mai'keters  can  send  animat- 
ed ads  directly  to  the  desktops  of  target  customers.  Retailers 
such  as  Lands'  End  Inc.  and  Virtual  Vineyards  are  dabbling 
with  such  in-your-face  methods  to  notify  subscribers  of  pro- 
motions and  even  send  them  order  forms.  Merchants  can 
approach  Uve  sales  prospects  and 
not  just  couch  potatoes.  "It's  not 
about  cost  per  thousand,  but 
cost  per  lead,"  says  J.  G.  San- 


ON  THE  ROAD  News 
junkies  can  get  news  and 
stock  alerts  Webcast  to  their 
pagers  over  the  airwaves. 
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dom,  director  of  Ogilvy  &  Mather  Worldwide  Inc.'s  Interactive 
business. 

How  do  they  identify  leads?  Webcasters  have  a  unique  abil- 
ity to  track  viewers'  actions.  They  do  that  two  ways.  First, 

when  you  sign  up  for  a 
Web  service,  you're 
asked  to  give  some  ba- 
sic demographic  infor- 
mation along  with  your  interests.  Then,  once  the  receiver 
software  is  downloaded  onto  your  PC,  Webcasters  can  track 
when  you  tune  in  and  what  you  chck  on  for  more  detail.  That 
provides  a  level  of  accountability  that  TV  and  print  can't  touch. 

PointCast  offers  still  more:  access  to  the  corporate  market. 
"It's  the  first  medium  to  ever  reach  people  at  work  in  a 
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programs  can  tie  up  networks  and  load  up  hard  drivel 
Most  of  the  programs  do  regular  garbage  collection,  deletii 
ads  and  files  from  your  PC  after  a  certain  amount  of  time 
elapsed.  But  dangers  still  lurk.  A  lot  of  programs,  incluc 
PointCast,  automatically  download  the  latest  versions 
their  software;  when  you're  ready  to  update,  it's  already 
your  PC.  That  saves  you  time,  but  there's  a  downside:  "If  itj 
buggy,  you've  just  hosed  a  million  people,"  says  Sur 
Schmidt. 

These  concerns  resonate  with  corporate  managers.  Poii 
Cast's  early  missteps  don't  help  assuage  their  fears.  When  tlj 
PointCast  software  came  out  last  February,  it  quickly  sprea 
throughout  corporations.  Before  long,  some  sites  had  thoi 
sands  of  people  mnning  PointCast — and  soaking  up  as  muq 


Who's  Who  in  Webcasting 


AOL  Its  8  million  members  will 
be  able  to  have  AOL  and  Web 
content  sent  to  them  automati- 
cally when  the  online  service 
launches  Driveway  this  spring. 

BACKWEB  Sells  software  tools 
so  content  providers  and  corpo- 
rations can  create  their  own 
Webcast  channels. 

BERKELEY  SYSTEMS  The 

screen-saver  veteran  is  getting 
into  Webcasting  with  After  Dark 
Online,  which  delivers  content 
from  Sports  Illustrated  and  oth- 
ers to  consumers. 

IFUSION  This  startup  has  a  ser- 
vice similar  to  PointCast,  but  it 
can  handle  more  TV-like  anima- 
tion and  video. 

MARIMBA  Founded  by  former 
members  of  Sun's  Java 
development  team,  Marimba's 
Castanet  software  can  send  pro- 
grams and  applets  along  with 
content. 


MICROSOFT  The  company 
will  make  its  foray  into  Web- 
casting midyear  with  a  new 
version  of  Windows  merged 
with  the  Internet  Explorer 
browser  and  organized  into 
channels. 

NETSCAPE  Today,  Netscape 
E-mails  articles  to  users  of  its 
browser  with  In-Box  Direct.  In 
the  spring,  it  will  come  out 
with  Constellation,  a  browser 
and  user  interface  that  will 
display  Webcast  content. 

POINTCAST  The  Webcasting 
pioneer.  Content  from  part- 
ners, including  CNN,  The  New 
York  Times,  and  Wired  maga- 
zine is  displayed,  along  with 
ads,  on  a  screen  saver. 

WAYFARER  Its  software  is 
intended  for  use  by  companies! 
that  want  to  Webcast  corporate! 
information  over  their 
intranets. 


meaningful  way,"  says  John  Nardone,  director  of  media  and  re- 
search services  at  Modem  Media,  an  interactive  ad  agency  in 
Westport,  Conn.  "You  can  literally  say,  'We  had  3,000  people 
from  Microsoft  looking  at  your  ad  yesterday,' "  crows  Naixlone. 
MISSTEPS.  For  these  reasons,  Webcasting  could  quickly  grab 
a  sizable  chunk  of  the  Internet  economy.  By  2000,  Webcasting 
and  related  push  technology  will  generate  a  third  of  the  $14 
billion  in  Net  advei-tising,  subscriptions,  and  retail  revenues, 
projects  Yankee  Group  Inc. 

If  Webcasters  aren't  careful,  though,  they  could  spark  a 
backlash.  "There's  a  fine  line  between  adding  value  and  the 
consumer  feehng  that  you're  being  intrusive,"  warns  Evan 
Neufeld,  an  analyst  with  market  researcher  Jupiter  Com- 
munications Inc.  People  are  already  inundated  with  junk 
mail  and  now  junk  E-mail  (page  104).  Webcasting,  if  misused, 
could  become  one  more  avenue  for  unwanted  solicitations 
and  irrelevant  material.  "It's  bad  enough  to  pull  garbage, 
but  you  don't  want  it  pushed,"  says  Joe  Firmage,  ceo  of 
usweb  Corp.,  a  Web-site  builder. 

There  are  potentially  more  serious  problems.  Webcasting 
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as  30%  of  network  capacity.  Companies  began  banning 

Last  November,  PointCast  came  out  with  a  fix.  With  a  neL^ 
program  called  I-Server,  companies  can  have  PointCast  coW 
tent  sent  once,  then  rebroadcast  it  to  employees.  That  cufll 
down  on  Net  traffic  going  through  the  corporate  security  firH 
wall.  Another  plus:  Companies  can  set  up  their  own  channeH 
to  broadcast  internal  news.  So  far,  Hassett  says,  more  thsH 
1,000  orders  have  been  placed  for  the  $1,000  package.  H 
Still,  companies  remain  wary.  Hewlett-Packard  Co.,  ffl 
one,  discourages  the  use  of  PointCast,  although  it  isn't  baim^ 
outright.  Robert  R.  Walker,  hp's  chief  information  officeH 
says  push  programs  can  help  cut  through  information  cluttM 
but  for  now,  the  benefits  don't  outweigh  the  risks.  "We  do™ 
view  this  as  a  panacea,"  he  says.  H 
Potential  problems  are  eclipsed  for  now  by  an  all-too-fSj 
miliar  burst  of  Netmania,  with  startups  galore.  At  this  earn! 
ly  stage,  there  is  plenty  of  opportunity — and  money.  "TMj 
venture-capital  community  is  fully  engaged  and  fully  latflj 
ered,"  says  Andreessen.  Some  $80  million  in  venture  fundiiB 
has  been  lined  up  by  just  five  startups,  according  v 


Venture-One  Corp.  Some  investors  can't  wait  to  harvest 
some  profits. 

The  startups  are  all  over  the  map,  both  in  terms  of  tech- 
nology and  business  model.  PointCast  provides  a  collection  of 

brand-name  channels 
in  a  one-stop  sei^vice — 
sort  of  a  Webcast  ver- 
sion of  America  On- 
line. PointCast  reformats  the  content,  and  the  company's 
giant  broadcast  center  handles  the  transmission.  Unlike  aol, 
the  PointCast  Network  is  fi"ee.  It  makes  its  money  by  selling 
ads  on  its  network,  which  has  four  dozen  advertisers,  and 
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shares  ad  revenues  ft-om  its  partners'  channels.  So  far,  th 
PointCast  Network  is  delivering.  After  Pfizer  Inc.  started  pro 
moting  an  allergy  site  and  its  Zyrtec  drug  on  PointCast  last 
August,  "traffic  on  our  site  increased  tenfold,"  says  Marl 
L.  Linver,  an  information  technology'  director  at  Pfizer. 

A  number  of  upstarts  spot  a  chink  in  PointCast's  model 
They  figure  that,  just  as  vnth  Web  sites,  companies  are  goinj 
to  want  to  offer  their  content  directly  to  customers.  BackWel 
Technologies,  iFusion,  Marimba,  and  others  offer  softwar 
tools  that  let  any  company  create  its  ovm  channel.  They  alscj 
offer  more  flexibility  than  PointCast.  Marimba's  Castane 
software,  for  example,  allows  software  programs  to  be  linkei 


POINTCAST:  A  PIONEER  ON  TREACHEROUS  GROUND 


With  Internet  fever  cooling 
among  investors,  the  euphoric 
performance  of  browser  pio- 
neer Netscape  Communications  Corp. 
at  its  initial  public  stock  offering  is 
now  a  faint  memory.  It's  understand- 
able, then,  that  plenty  of  investors 
are  licking  their  chops  waiting  for  an 
IPO  from  PointCast  Inc.,  the 
pioneer  of  Webcasting. 

This  phenom,  however, 
will  find  it  tough  to  match 
Netscape.  The  advertisers 
and  media  companies  that 
are  critical  to  the  startup's 
success  are  providing  mixed 
reviews.  And  a  fast-moving 
pack  of  rivals  is  already 
plotting  to  outflank  Point- 
Cast. Says  Nova  Spivack, 
executive  vice-president  for 
EarthWeb,  a  New  York 
Web-site  developer  testing 
rival  technologies:  "The  bar- 
barians are  at  the  gate." 

Even  though  stock  ana- 
lysts say  it's  not  yet  prof- 
itable, the  5-year-old  compa- 
ny is  expected  to  go  public 
as  early  as  May.  Analysts 
had  been  expecting  the  offering  as 
early  as  last  year,  but  the  IPO  market 
soured,  and  a  hefty  private  placement 
last  summer  made  an  IPO  unneces- 
sary. And  PointCast  officials  say  they 
want  to  hire  a  chief  financial  officer 
before  going  to  market.  Whatever 
the  timing,  the  company  has  a  big 
stake  to  redeem:  $48  million  to  date 
from  venture  capitalists,  publishing 
partners  such  as  Times  Mirror  and 
Knight- Ridder,  and  technology  com- 
panies like  Compaq  Computer  and 
Adobe  Systems.  Netscape  had  raised 
only  $36  million  at  the  same  stage. 
"WE'RE  THE  FIRST."  To  provide  its 
investors  with  a  big  return,  the  San- 
ta Clara  (Calif.)  company  will  have 
to  keep  up  its  momentum.  Last 
year,  some  1.7  million  people  down- 


loaded the  free  software  for  receiv- 
ing customized  news  and  entertain- 
ment via  a  personal-computer  screen 
saver.  And  Chief  Executive  Christo- 
pher R.  Hassett,  34,  an  engineer 
who  formerly  worked  at  Adobe  Sys- 
tems Inc.  and  Digital  Equipment 
Corp.,  is  pushing  an  ambitious  strat- 


CEO  HASSETT:  Advertising  sales  are  growing  fast, 
but  rivals  are  anxious  to  get  a  piece  of  the  action 


egy.  "We  are  defining  a  new  medi- 
um," he  says.  "We're  the  first  broad- 
cast network  on  the  Internet." 

Advertising  sales,  PointCast's  main 
source  of  revenue,  are  growing  fast. 
In  January,  the  company  boasted  four 
dozen  advertisers,  double  the  number 
it  had  four  months  earlier.  Each  pays 
$10,000  to  $50,000— up  to  five  times 
more  than  a  year  ago — for  30-second 
ads  running  all  month.  PointCast  also 
shares  revenues  from  two  dozen 
more  companies  advertising  on  Point- 
Cast "channels"  run  by  Cable  News 
Network,  cmp  Publications  Inc.,  and 
others.  All  told,  PointCast  had  $3 
million  in  fourth-quarter  ad  sales. 

Moreover,  an  agreement  in  De- 
cember with  Microsoft  Corp.  could 
vastly  expand  the  number  of  Point- 


Cast's viewers — and  its  appeal  to 
advertisers.  Microsoft  vidll  distribute 
PointCast  software  with  every  copy 
of  Windows  and  give  the  PointCast 
Network  a  prominent  place  on  the 
forthcoming  Windows  97  desktop. 

The  competition  is  shying  away 
from  building  a  network — and  that 
could  give  them  an  edge. 
Most  provide  just  software 
and  help  companies  create 
their  own  Web  "channels." 
This  may  appeal  to  compa- 
nies that  are  wary  of  letting 
PointCast  take  in  the  ad 
money  for  what  they  see  as 
their  audience.  The  Weather 
Channel  is  trying  BackWeb 
Technologies,  NETdelivery, 
and  I  Fusion  Com,  but  not 
PointCast.  Netscape  is  incor- 
porating Webcasting  features 
from  another  software-only 
company,  Marimba  Inc.,  into 
its  software.  Says  Marc  L. 
Andreessen,  Netscape  senior 
vice-president  for  technology: 
"PointCast  is  going  to  get 
squeezed  completely  out  of 

  existence," 

Nonsense,  retorts  Hassett,  who 
says  no  media  company  has  jumped 
ship  yet.  But  the  deciding  vote  will 
be  cast  by  advertisers.  When  Sharp- 
er Image,  an  upscale  catalog  retail- 
er, signed  up  for  the  PointCast  ser- 
vice, it  got  a  response  that  is  typical 
of  many  PointCast  partners.  Joshua 
Tretakoff,  manager  of  alternative 
media,  says  people  who  viewed  the 
30-second  animated  ads  bought 
products  10  times  more  often  than 
other  consumers.  But  Tretakoff 
pulled  the  ads  anyway.  Even  though 
the  Webcasting  audience  is  growing 
fast,  "there's  too  few  people  on  the 
Web,"  he  says.  For  PointCast,  prime 
time  may  be  a  while  in  coming. 

By  Robert  D.  Hof 
in  San  Mateo,  Calif. 
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to  content.  That  makes  it  possible  for  subscribers  to  play  a 
game  on  an  entertainment  channel  or  analyze  a  stock  portfo- 
lio on  a  financial  channel.  And  iFusion  has  an  edge  in  deliver- 
ing sophisticated  multimedia. 

Companies  are  embracing  the  idea  of  do-it-yourself  chan- 
nels. General  Motors 
and  ZDNet  have  Back- 
Web channels.  And 
The  Wall  Street  Jour- 
nal Interactive  Edition  is  testing  one  for  subscribers  to  its 
Personal  Edition.  When  news  stories  are  updated,  a  tiny 
front  page  containing  headlines  will  appear  on  their  screen. 
"It's  kind  of  like  being  paged,"  says  Tom  Baker,  business 
director  for  the  Interactive  Edition,  which  has  increased  its 
paying  subscriber  base  to  70,000  from  30,000. 

In  Korea,  Samsung  Group's  New  Media  Group  is  preparing 
to  launch  a  series  of  infoiTnation  and  enteitainment  channels  for 
the  Koi'ean  market,  using  software  fi'om  i  Fusion.  And  The 
Weather  Channel  is  experimenting  with  Webcasting  software 
from  IFusion,  BackWeb,  and  NETdelivery.  "Push  technology 
allows  us  to  be  more  proactive,"  explains  Kathleen  Daly,  di- 
rector of  new  business  development  for  The  Weather  Channel. 

Weather,  sports,  and  news  are  all  obvious  applications  for 
Webcasting.  The  less  obvious  possibilities  are  only  starting  to 
open  up.  Rent  Net's  Web  site  provides  constantly  updated 
apartment-rental  listings  and  relocation  help  for  1,000  cities. 
iFusion's  Arrive  software  will  run  a  new  Rent  Net  channel 
that  will  alert  people  to  listings  that  meet  their  specific  cri- 
teria. Subscribers  can  then  look  at  floor  plans  and  do  3-D  vir- 
tual walk-throughs.  "It  brings  the  information  right  to  you," 
says  Rent  Net  Vice-Pi-esident  Jed 
Katz. 

For  all  the  activity,  the  hottest 
market  right  now  for  push  pro- 
grams is  not  Web  sites  but  coi- 
porate  intranets.  It  makes  sense. 
Business  professionals  rely  on  up- 
to-date  infoiTnation,  and  they  typ- 
ically have  high-speed,  full-time 
connections  to  the  Net.  "It  helps 
raise  the  corporate  I.  Q.,"  says 
Patrick  Flynn,  vice-president  for 
systems  development  at  Fniit  of 
the  Loom,  which  has  PointCast 
installed  on  250  employees'  desks. 
FOCUS.  After  spending  last  year 
putting  up  intranets,  coi"porations 
are  finding  that  they  ai"e  becoming 
as  cluttered  as  the  public  Web. 
By  setting  up  their  owti  channels, 
they  can  make  sure  that  impor- 
tant company  news  and  an- 
nouncements get  out  to  employ- 
ees. NationsBank,  for  example,  is 
developing  a  system  it  calls  Na- 
tionsCast,  using  software  from 
Wayfarer  Communications.  It  will 
broadcast  corporate  news,  prod- 
uct information,  and  the  bank's 
stock  price  (a  keen  interest  since 
the  bank  recently  granted  em- 
ployee stock  options)  to  23,000 
headquarters  staff.  Mitch  Hadley, 
vice-president  of  NationsBank's 
Strategic  Technology  Group,  says 
someday  such  technology  could 
even  be  used  to  push  information 
to  customers  at  kiosks  or  atms. 

What's  more,  these  systems  can 


be  tied  to  corporate  databases  and  programmed  to  Webca 
alerts  automatically.  Ben  &  Jeriy's  Homemade  Inc.  is  evali] 
ating  Wayfarer's  software  for  a  system  that  would  alert 
agers  when  the  company's  perishable  inventories  drop  belol 
a  certain  level.  Companies  are  just  beginning  to  explore  th 
possibilities.  "We're  drinking  from  a  fire  hose,"  says  Kelse 
Selander,  vice-president  for  marketing  at  BackWeb. 

The  consumer  market  may  be  slower  to  develop.  But  thij 
isn't  stopping  companies  fi'om  targeting  news  and  entertain 
ment  junkies.  Berkeley  Systems  has  turned  its  famous  flyin 
toaster  screen  saver  into  a  PointCast-like  sei"vice  called  Aftc  . 
Dark  Online.  It  culls  infoiTnation  from  such  sources  as  Spor  t 
Illustrated  and  Tlie  Wall  Street  Journal  Interactive  (for  pai  ' 
subscribers)  and  displays  it  on  the  screen  saver  Cambridj  !ti 
(Mass.)-based  My  Way  Inc.  has  laimched  a  sei-vice  that  will  d(  ' 
liver  personalized  Web  fare  and  Web  site  reviews  to  hom  . 
users  it  figui'es  are  too  busy  to  surf'. 

Tliis  spring,  Paul  Allen's  Starwave  Coi-p.  will  begin  testin  • 
a  PointCast  competitor  called  Stai-wave  Direct.  It  wdU  pull  t(  i 
gether  content  from  various  Web  sites  the  company  has  s(  i 
up,  including  espnet  SportsZone  and  M  h 
Showbiz,  along  with  personal-finance  ii  it 
foi-mation  and  news,  probably  from  abc 
BATTLE  ROYAL.  The  competition  is  jolf 
ing  established  players  into  action, 
spring,  aol's  8  million  members  will  gi^ 
their  first  taste  of  Webcasting,  aol  plai[ 
to  add  a  featm-e  called  Driveway  that 
periodically  go  out  and  fetch  aol  conten 
Web  pages,  and  E-mail  based  on  men 
bers'  preferences  and  download  it  ontj 
their  PCs.  By  letting  members  view 
formation  offline,  aol  could  ease  the  nej 
work  jams  that  have  plagued  its  servici 
AOL,  PointCast,  Starwave,  Microsoft-f 
any  one  could  become  a  media  powe| 
house  of  the  emerging  Internet  broadc 
medium.  And  they'll  have  plenty  of  cor 
petition  as  the  distinctions  between  tr 
tional  media  disappeai"  in  this  digital  mell 
ing  pot.  "What  matters  is  having  vieweij 
eyeballs,"  says  Weintraut. 

Ultimately,  this  is  a  battle  for  the  desl 
top,  and  the  two  companies  with  the  moJ 
to  lose — Microsoft  and  Netscape — &i 
quickly  trying  to  rope  it  all  in.  As  We^ 
casting  transforms  the  way  we  consun 
business  and  entertainment  infoiTnatio 
and  even  software,  controlling  the  deli"! 
ery  platfom  will  be  even  more  critical, 
in  the  coming  year,  the  two  rivals 
each  tiy  to  define  what  the  desktop  of  tljj 
future  will  look  like. 

Netscape  will  be  first  out.  This  sprini 
the  company  will  introduce  Constellatioi 
a  software  interface  wi-itten  in  Sun's  Java  language  and  d| 
signed  to  run  on  top  of  any  desktop  operating  syster 
Netscape  hopes  Constellation  will  become  the  main  way  peJ 
pie  view  infoiTnation,  whether  it  is  stored  on  their  PC,  on 
Web  site,  or  Webcast  to  their  screen. 

Microsoft  will  make  its  move  this  summer,  with  a  version 
Windows  that  folds  in  the  Internet  Explorer  browser  an 
will  display  Webcast  infoiTnation  in  windows.  Microsoft's  nair 
for  the  technology,  Active  Desktop,  says  a  lot  about  the  shap 
of  things  to  come:  The  new  Windows  will  be  organized  intU 
half  a  dozen  or  more  channels — including  one  for  Microsoft  j 
MSN  and  others  featuring  brand  names  such  as  PointCast. 

The  two  giants  have  similar  visions  for  how  the  N(l 
will  merge  with  the  desktop,  but  their  agendas  diverg' 
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sharply.  Microsoft  wants  to  pull  the  Web  into  Windows 
and  all  of  its  software.  Netscape  is  tiying  to  break  its  rival's 
hammerlock  by  creating  software  that  will  work  on  any  PC 
or  gadget.  To  do  so,  it's  enlisting  the  help  of  Marimba. 

The  company's  Cas- 
tanet software  will  be 
included  in  Constella- 
tion so  it  will  be  able 
to  store  Java  applets.  That  could  help  accelerate  the  move 
toward  software  components  delivered  off  the  Net — and 
it  could  put  Microsoft  at  a  disadvantage.  Companies  such  as 
Lotus  Development  Corp.  and  Corel  Corp.  are  creating 
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software  applets  that  could  be  distributed  that  wa 
There's  nothing  to  stop  Microsoft  from  doing  the  same.  B 
for  now,  its  big  sellers,  such  as  Microsoft  Office,  are  way  to 
big  for  that  kind  of  delivery.  And  the  Net  is  moving  so  fas 
that  both  companies  are  scrambling.  "You're  catching  u 
right  in  the  eye  of  the  tornado.  A  lot  of  this  hasn't  been  dejj 
cided  yet,"  says  Brad  Chase,  a  vice-president  in  Microsoft'; 
Apphcation  &  Internet  Client  Group.  Either  way,  the  battl 
promises  to  keep  viewers  riveted  to  their  seats.  So  don* 
touch  that  mouse. 

With  Robert  D.  Hof  in  San  Mateo,  Calif.,  ayid  buremi  report 
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KEEPING  THE  JUNK  OUT  OF  E-MAILBOXES 


So-called  "push"  technologies  that 
deliver  personalized  information 
from  the  Internet  and  corporate 
intranets  may  be  all  the  buzz  now, 
but  such  tricks  aren't  limited  just  to 
those  who  want  to  experiment  with 
the  latest  Webcasting  software.  In 
fact,  everyone  connected  to  the  Net 
today  already  has  access  to  the  most 
personal  foi-m  of  "pushed"  con- 
tent: electronic  mail.  And  with 
an  estimated  90  million  E-mail 
addresses  worldvdde — almost 
four  electronic  in-boxes  per  Net 
surfer — it's  an  avenue  that  some 
Net  companies  have  been  quick 
to  exploit. 

If  the  experience  of  E-mail  is 
any  guide,  however,  the  world 
of  push  delivery  could  ahenate 
customers  faster  than  it  attracts 
them.  Just  ask  any  of  the  mil- 
lions of  subscribers  to  America 
Online  (aol)  or  CompuServe. 
For  the  past  year,  privately 
held  Cyber  Promotions  in 
Philadelphia  was  bombarding 
members  of  those  online  ser- 
vices vdth  "spam,"  the  electron- 
ic equivalent  of  junk  mail. 
Hawking  everything  from  easy-mon- 
ey opportunities  to  cheap  computer 
modems,  Cyber  Promotions  and  oth- 
er marketers  claimed  to  be  offering 
readers  and  advertisers  a  valuable 
service  and  argued  that  they  should- 
n't be  barred. 

A  BAN  ON  SPAM.  But  the  protest  of 
outraged  aol  and  CompuServe 
members  prompted  the  online  ser- 
vices to  block  unsolicited  E-mail.  On 
Feb.  3,  the  U.  S.  District  Court  in 
Columbus,  Ohio,  upheld  Com- 
puServe's spam  ban,  saying  that  the 
mass  E-mail  was  equivalent  to  tres- 
passing on  that  service's  "private 
property." 

The  ne  'j  generation  of  direct  E- 
mailers  is  treading  carefully.  One 
such  company  is  Denver-based  Mer- 


cury Mail  Inc.,  which  dehvers  news 
briefs,  stock  quotes,  weather  re- 
ports, and  ads  based  on  an  individ- 
ual subscriber's  specific  profile.  This 
could  be  a  good  business,  says  Mer- 
cury's Chairman  John  Funk.  "When 
you  start  to  measure  the  amount  of 
time  a  Net  surfer  spends  onhne  and 
what  they  do,"  he  says,  "E-mail 


dominates  more  than  the  Web." 

Since  its  rollout  last  year.  Mer- 
cury claims  to  have  over  375,000 
subscribers  and  generates  over  1.1 
million  E-mail  messages  per  day — a 
number  that  will  quintuple  by 
yearend  as  Mercury  adds  new  fea- 
tures such  as  digital  photos.  What's 
more,  since  Mercury's  revenues  are 
dependent  on  the  number  of  sub- 
scribers who  view  the  ads  embed- 
ded in  its  messages,  the  growth 
could  portend  a  revenue  windfall. 
With  ad  rates  of  $30  to  $70  per 
thousand  viewers.  Funk  says  Mer- 
cury will  be  profitable  as  early  as 
the"  end  of  1997. 

As  long  as  those  messages  don't 
become  nuisances.  "To  some  extent, 
there's  an  industry  awareness 


against  [unsolicited  E-mail],"  says 
Funk.  "You  don't  want  to  annoy  your 
subscribers  and  kill  the  golden 
goose."  So  Mercury  takes  great  pains 
to  distance  itself  from  the  spammers. 
Through  its  Web  site,  subscribers 
can  very  easily  customize  what  and 
how  much  E-mail  is  deUvered  and, 
more  important,  unsubscribe  from 
Mercury. 

MESSAGE  FILTERS.  Other  Inter- 
net companies  are  trying  to 
keep  electronic  mailboxes  from 
bursting.  Web  sites  such  as 
www.getlost.com  and  www. 
junkbusters.com  will  attempt  to 
remove  your  E-mail  address 
from  spam  lists.  And  in  addition 
to  blocking  E-mail  from  spam- 
mers, AOL  is  looking  at  so-called 
collaborative  filtering  technolo- 
gies. Such  software,  also  called 
"agent  technology,"  resides  on 
your  PC  and  watches  where  you 
go  and  what  you  choose  to  view. 
The  agent  "learns"  from  that 
and  will  filter  material  that  is 
pushed  by  content  providers, 
keeping  only  the  items  that 
match  materials  you  have  seen 
before. 

Net  powerhouses  Netscape  Com- 
munications Corp.  and  Microsoft 
Corp.  are  trying  their  best,  too,  not 
to  leave  their  users  deluged  with  in- 
formation. Future  versions  of 
Netscape's  and  Microsoft's  Net-ac- 
cessing software  will  come  with  fil- 
ters that  will  sort  E-mail — last 
night's  football  scores  in  a  "sports" 
folder,  say — automatically.  And  tid- 
bits that  are  gleaned  from  the  Net 
might  come  with  "expiration  dates" 
so  that  news  clippings  more  than 
three  months  old,  for  example,  could 
be  automatically  deleted.  How 
thoughtful.  Software  that  cleans  up 
after  itself. 

By  Paul  M.  Eng  in  New  York, 
with  bureau  reports 
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How  do  you  tind  a  single  manufac- 
turing software  solution  that  can 
keep  six  totally  different  inanufac- 
turing  divisions  happy? 

lust  ask  |udi  |arosh  and 
Computer  Associates. 

At  Seiko,  each  division  is 
completeh'  autonomous.  Each  uses 
different  man- 
ufacturing 
processes. 

Each  makes      Seiko  instruments 

totally  different  kinds  of  products, 
from  integrated  circuit  chips  and 
liber  optics  to  high-precision  robots 
and  color  printers. 

"Many  of  the  other  solutions  we 
looked  at  could  not  come  close  to  the 
breadth  and  depth  of  functionality 
across  the  entire  organization  that 
CA-PRMS"  offers.  We  were  able  to 
implement  the  system  across  the 
multiple  divisions  in  only  18  months 
with  very  little  enhancements," 
says  Ms.  ]arosh,  Seiko  Instruments 
USA's  Director  of  Information 
S\'stems,  proudly.  "CA-PRMS  easily 
handles  our  global  financial  reporting 
needs  while  providing  an  enterprise- 
wide  view." 

CA-PRMS  is  the  first  and  only 
solution  that  cox'ers  all  their  needs 
for  manufacturing,  distribution  and 
financial  management. 

"For  the  first  time,  we  have  accu- 
rate and  valuable  information  that 
everv'one  can  use  on  a  timeK'  basis. 
The  quick  deliver^'  of  information  to 
our  decision-makers  is  key.  And  we 
love  the  new  graphical  user  interface, 
it  will  allow  all  of  our  users  to  benefit: 
whether  they  are  engineers,  accoun- 
tants or  customer  ser\'ice  managers." 

Making  ever\'one  happy  isn"t 
always  eas\'. 

But  it's  always  the  goal  at  the 
world's  leading  business  software 
company. 
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GOMPUTER 
yiSSOOATES 

Software  superior  by  aesign. 


Special  Report 


PUSH'BUnONS 
WORTH  PRESSING 

The  myriad  of  choices  can  be  daunting.  Here's 
how  to  choose  Webcasting  that's  right  for  you 

You've  heard  about  the  wonders  of  Webcasting.  So  how  do 
you  get  in  on  the  action? 
Assuming  that  you  have  Internet  access,  it's  simple 
enough.  You  will  need  special  software  on  your  PC — but  not  a 
trip  to  the  computer  store.  All  of  the  programs  can  easily  be 
downloaded  free  fi-om  the  providers'  Web  sites  (table). 

PointCast  Inc.  and  the  othei-s  use  a  technique  that  industry 
pros  call  pash  deliveiy,  wliich  can  be  anything  from  good  old  E- 
mail  to  screen  savei-s  that  provide  access  to  video  clips.  A  com- 
puter somewhere  pushes  the  files  out  to  you,  but  the  end  result 
depends  on  how  you  are  connected  to  the  Internet.  All  of 


with  some  firewalls,  and  some  network  administrators  an 
only  too  happy  to  block  push  content  that  they  fear  will  jan 
their  systems.  You  will  have  to  check  your  corporate  poUcv 

Push  content  comes  in  several  different  flavors.  The  origi 
nal  approach,  pioneered  by  PointCast,  is  a  screensaver  tha 
displays  news,  spoils,  weather  forecasts,  stock  quotes,  and  o 
course,  ads  whenever  your  computer  is  idle  for  more  than  ; 
few  minutes.  PointCast  now  has  been  joined  by  screen  save 
pioneer  Berkeley  Systems  Inc.  with  its  After  Dark  Onhne 
Both  have  you  choose  from  a  menu  of  information  that  the} 
provide.  Of  the  half-dozen  programs  I  have  tried,  PointCast 
which  I've  used  for  about  a  year,  is  my  favorite. 

News  tickers,  such  as  My  Yahoo!  and  one  from  IBM,  allov 
you  to  see  data  in  a  comer  of  the  screen  while  you  work  oi 
other  things.  Like  screen  savers,  you  can  customize  the  in 
formation  that  you  get:  You  won't  be  bothered  by  Nationa 
Basketball  Assn.  scores  if  you  hate  the  game,  and  you'l 
only  see  quotes  for  the  stocks  you  want  to  watch.  I  person 
ally  don't  much  care  for  the  news  tickers  because  I  fin( 
them  distracting. 

In  one  sense.  E-mail  is  the  original  electronic  push  deliverj 
Many  E-mailboxes  are  already  cluttered,  and  Net  mail  ha 
mostly  been  dull-looking  text.  While  some  new  sei-vices  won" 
clear  out  the  clutter,  they  will  change  the  look  of  what's  in  yoi 
mailbox.  Netscape  In-Box  Dii-ect  will  send  full  Web  pagei 
complete  with  graphics,  to  your  Netscape  Navigator  3.0  inbo; 


How  to  Tune  In  the  Internet 


SERVICE 


AFTER  DARK 
ONLINE 


BACKWEB 


CASTANET 
TUNER 


INTERMIND 
COMMUNICATOR 


MY  YAHOO! 
NEWS  TICKER 


S  NETSCAPE 

IN-BOX-DIRECT 


POINTCAST 

NETWORK 


TYPE 


PLATFORMS  SUPPORTED 


News,  sports,  stocks, 
weather  on  screen  saver 


Windows  95,  Mac 


WEB  ADDRESS 


www.afterdark.com 


Info  from  channels  pushed  :  Windows  95  and  NT; 
to  windows  or  screen  saver  ;  test  versions  for  Mac, 
;  Windows  3.1 


Channel  information 
pumped  into  lava  applets 


Windows  95  and  NT, 
Sun  Solaris 


Channel  information  in 
your  Web  browser 


Windows  3.1,  95,  and 
NT;  Mac  in  development 


News  crawl,  on-screen 


Windows  3.1,  95,  and 
NT;  Mac  in  development 


Web  pages  via  E-mail 


Windows  3.1,  95,  and 
NT;  Mac  and  Unix 


News,  sports,  stocks, 
weather  on  screen  saver 


Windows  3.1,  95,  and 
NT;  Mac  in  development 


www.backweb.com 


www.marimba.com 


www.intermind.com 


www.netcontrols.con 


home.netscape.com 


www.pointcast.com 


these  systems  work  best  if  you  have  a  "persistent"  connection, 
the  kind  you  get  thi'ough  your  office  computer  network. 

For  people  using  the  progr'ams  at  home,  the  sei-vices  can 
only  push  infonnation  to  you  if  you  have  dialed  in.  Although  all 
of  the  programs  can  be  set  to  dial  up  periodically  for  fresh  in- 
formation or  updated  by  the  click  of  a  mouse,  the  effect  is  gen- 
erally less  satisfying  than  information  that  appeai-s  magically  on 
your  screen  with  a  constant  connection.  (Aii-Media  Live  gets 
around  this  by  using  a  paging  network  to  deliver  data  through 
an  antenna  connected  to  your  computer — but  it  will  cost  you.) 

For  most  people,  installing  the  software  is  a  breeze.  Just 
cUck  on  the  file  after  you've  downloaded  it,  perhaps  answer  a 
couple  of  questions  about  your  Internet  connection,  and 
you're  rea-.^y  to  fill  out  your  preferences  and  get  online.  One 
hitch:  corpu  ate  fii-ewalls.  A  fii'ewall  is  a  special  computer  sys- 
tem designed  to  protect  corporate  netwoi'ks  from  had  guys  on 
the  Internet.  Some  push  delivery  services  have  problems 


DATA:  COMPANY  WEB  PAGES 

The  New  York  Times  has  used  In-Box  Direct  to  deliver  its  or 
line  edition  to  subscribers  for  a  while.  Now,  The  Wall  Stree 
Journal,  USA  Today,  and  others  are  also  using  the  service 

BackWeb,  Intennind,  and  Maiimba  are  thi-ee  staitups  taldn; 
push  delivery  in  new  dii-ections.  Theii"  services  are  built  ai'oun 
"channels."  For  example,  the  General  Motors  Corp.  channel  o: 
BackWeb  keeps  you  posted  on  new  models  and  other  aut 
news,  while  CBS  Inc.  uses  Intermind  to  deliver  its  Up  to  th 
Minute  news  service.  With  each,  you  subscribe  to  specifi 
channels  and  you  get  only  those  channels'  information. 

There  are  differences.  Intennind,  the  most  established  of  th 
three,  uses  softwai'e  agents  called  Hyj^erconnectoi-s  to  check 
teiTnind  sites  you  have  subscribed  to.  When  the  agents  fin'j 
new  infonnation,  they  load  it  into  yoiu"  Web  browser  Intermin 
is  richer  in  content  than  the  other  two  recent  startups,  offerin, 
such  things  as  pbs  and  Cybergolf  as  well  as  cbs.  But  Intermin^ 
is  the  least  convenient  to  set  up,  and  it  doesn't  bring  new  ir 
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A  few  And  far  between. 


I 


iw  often  does  a  car  come  along  that  includes  a  power  moon  roof  an  AMIFM  stereo  with  CD  player, 
'oy  wheels,  power  windows  and  door  locks,  cruise  control  wood-grain-style  trim,  leather-  fr\ — fr% 
'Tipped  steering  wheel,  security  system  with  remote  entry,  automatic  transmission  and  air  I  I  V  ^  j  I 
nditioning,  all  at  the  equally  uncommon  price  of  $20,595?'  Well,  ''rarely  '"does  come  to  mind. 


■jRP  cxtludinft  tax.  liLcnsc.  rej^ibtrjciun  and  options.  Dealer  prices  may  vary.  ©        Amcriean  Honda  Mnrnr  Co..  Inc. 


l-80()-33-HONDA,  ext.  ^>76  and  wwvv.honda.com 


THE  OLD  WAY 
TO  TRADE 

Using  the  Telephone 
Expensive  Commissions 
Delayed  Quotes 
Trade  through  a  Middleman 
Slow  Executions 
Delayed  Confirmations 


9  1996  Datek  Securities  Corp. 


Special  Report 


foi-mation  or  alerts  light  to  yoiu-  screei 
BackWeb  is  extremely  promising.  It 
sewers,  ran  by  the  provider's  of  channel 
you  subscribe  to,  pump  infoi-mation  d 
rectly  to  your  PC.  This  might  be  a  new 
report  that  pops  up  in  a  window  or 
software  upgrade  that  silently  installs  it 
self  on  yoiu-  hard  disk.  McAfee  Associate 
Inc.  uses  BackWeb  to  automatically  sen 
updates  of  its  antiviras  products.  Thi 
one,  I  suspect,  could  become  the  favorit 
of  corporate  network  administrators. 

Marimba's  software  is  somewhat  sin 
ilai'  to  BackWeb.  But  it's  designed  aroun 
the  technology  of  the  new  Java  languagf 
The  softwai'e  that  iims  on  your  compul 
er,  called  Castanet  Timer,  can  handl 


McAfee  uses  BackWeb 
to  automatically 
send  updates  of  its 
antivirus  software 


anything  a  Java  applet  can,  includin 
pop-up  windows,  news  tickei-s,  and  bad 
gTound  audio.  The  Java  applets  can  als 
be  programs — a  game,  for  exampk 
While  all  thi'ee  of  these  new  program 
should  be  considered  works  in  progresi 
Castanet  is  the  least  mature  of  the  threi 
A  PRECAUTION.  There's  no  technical  rej 
son  not  to  run  all  of  these  push  service 
on  your  computer  at  once.  But  you  woul 
soon  be  overwhelmed  by  the  avalanche  ( 
infoiTnation.  Instead,  visit  the  Web  sitei 
see  what  channels  providers  have  to  o: 
fer,  and  choose  one  or  two  that  best  sui 
your  needs  and  desires.  If  you  like  Wei 
casting,  you  should  probably  check  on 
the  various  sites  periodically  to  see  wh 
has  added  new  featui'es  or  chamiels.  E> 
pect  the  offerings  to  change  rapidly. 

I  suggest  one  precaution  fii'st,  hoM 
ever.  Many  of  these  push  services  ca 
nin  programs  on  your  computer  wit! 
out  yom*  knowledge  or  e.xpUcit  consent, 
wouldn't  fire  up  any  of  them  withoU|\ 
fii'st  installing  a  good,  up-to-date  viru 
scanner.  With  that  safeguard  in  plact 
these  new  sei-vices  are  weU  worth  a  tr  i 
By  Stephen  H.  Wildstroi^jt 
in  Washingto 


WANT  TO  LEARN  MORE? 

To  attend  an  online  conference  o 
this  Special  Report,  go  to  the  Globe  o 
America  Online  at  9  p.m.  EST  o- 
Sunday,  Feb.  23 


For  information  on  reprints  of  ttiis  Special  Report,  call  Bus 
ness  Week  Reprints  at  609  426-5494,  or  write  Buslne 
Week  Reprints,  RO.  Box  457,  Hightstown,  N.J.  0852C 
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Global 
Sourcing 
in  Hannover 


The  world's  #1  industry 
trade  show  is  your  source 

for  new  solutions. 
Over  7,000  manufacturing 
suppliers  from  60  countries 

create  a  true  world 
marketplace  that  offers  real 

choices  for  smart 

business  decisions. 

'  ^ 

Automation  Technology 

:      I  : 

Power  Transmission 
and  Fluid  Power  Tectinology  ^ 

:      I  — ^ 

Subcontracting 

:  I 

New  Materials 

^  ,  y 

:      '  =^ 

Research  and  Technology 
Factory  Equipment  and  Tools 


Compressed-air  Technology 


Production  Technology 
for  Electronics 


Rail  Transport  Technology 


World  Light  Show  - 
Lighting  Technology 


Hannover  Fairs  USA,  Inc..  at  103  Carnegie  Center,  WiWJfiHI  httn://"www.hannovermesse^dF) 

7066,  Princeton,  New  Jersey  08540,  Tel,  (609)  987-1202,  Fax  (609)  987-0092 
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Medial 


HUBBARD,  35: 

"We'll  get  to 
profitability" 


SATELLITE  TV 


THIS  SATELLITE  DISH 
MAY  BE  LOSING  ITS  SPICE 

USSB  is  in  a  hot  niche,  but  the  shares  are  stone  cold 


M 


what 


lichael  A.  Binger,  portfolio  man- 
ager for  the  Lutheran  Brother- 
hood Opportunity  Growth  Fund, 
I  jumped  at  the  chance  to  make 
seemed  a  heavenly  investment  last 
February.  U.  S.  Satellite  Broadcasting 
Co.  was  going  public.  By  buying  a  big- 
stake,  Binger  got  the  Lutherans  in  on 
one  of  the  hottest  consumer-electronics 
crazes  ever:  satellite  TV. 

USSB  shares  a  satellite  with  Hughes 
Electronics  Corp.'s  DirecTV.  While 
DirecTV  offers  basic  service,  ussB  sells 
premium  channels  such  as  HBO  and 
Showtime  for  an  average  of  $25  a 
month  to  consumers  who  buy  the 
DirecTv/ussB  dishes.  At  nearly  $L000 
apiece  a  year  ago,  the  dishes,  which 
deliver  scores  of  crystal-clear  channels, 
"were  selling  like  hotcakes,"  says 
Binger,  and  he  figured  usse's  shares 
would  soon  take  off. 
LOSING  FAITH.  They  did— for  a  while. 
But  last  fall,  a  slew  of  rebates  funded  by 
USSB  and  DirecTV  failed  to  spai-k  a  nmup 
in  dish  sales.  Insteafl  of  an  anticipated  3 
million  subscribers  by  yearend,  i  issB  and 
DirecTV  had  only  2.3  million,  despite  the 
fact  that  dishes  were  selling  for  as  little 
as  $199.  Although  its  customer  gi'owth 
has  kept  pace  with  other  satellite  outfits. 


USSB  stock  remains  the  hai'dest  hit.  Says 
UBS  Secui-ities  analyst  Rick  Westennan: 
"People  are  starting  to  seriously  cjues- 
tion  their  gi-owth  projections." 

Now,  big  investors  are  losing  faith. 
The  Lutherans  got  out  in  July.  Janus 
Capital  Corp.,  ussb's  largest  outside 
shareholder,  recently  closed  out  its  posi- 
tion, ussb's  stock  has  fallen  from  a  high 
of  $38  in  July  to  about  $10. 

It's  a  humbling  tum  of  events  for  a 
company  founded  by  Stanley  S.  Hub- 
bard, regarded  as  a  founder  of  the  U.  S. 
sateUite-TV  industry.  Hubbard,  a  Min- 
nesota radio-  and  TV-station  tycoon,  ap- 
plied for  one  of  the  fii-st  satellite  hcens- 
es  back  in  1981. 
Hubbard  "was  the  vi- 
sionary long  before 
Hughes  or  EchoStar," 
says  EchoStar  Commu- 
nications Chairman 
Charles  W.  Ergen. 

Hubbai'd  still  nms  the 
broadcasting  empii-e.  His 
35-yeai-old  son,  Stanley 
E.  Hubbai'd,  heads  ussB, 
and  the  family  owns  60% 
of  the  shares.  The 
yoimger  Hubbard  insists 
that  nothing  is  awry  at 


USSB'S  STOCK  IS 
ON  THE  FRITZ 
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USSB  and  that  direct 
broadcast  satellite  prcj 
gramming  is  still  a  conf 
pelling  business,  even 
the  industry  fails  to  grow  as  quickly 
expected.  On  a  cash-flow  basis,  ussB 
pects  to  start  breaking  even  in  Junl 
with  just  1.6  milhon  to  1.8  million  sulj 
scribers.  It  will  make  a  net  profit  with  ; 
few  as  2.8  million  subscriber's.  "There's  : 
scenario  you  can  paint  where  the  bud 
ness  doesn't  work,"  says  Hubbai'd.  "Evej 
if  gi'owth  stops,  we'll  get  to  profitabilitjj 
PRICE  WARS.  Despite  the  defection 
some  large  shareholders,  ussB  still  hd 
some  deep-pocketed  backers.  Financia 
George  Soros,  Microsoft  co-founde 
Paul  Allen,  Dow  Jones,  and  some  Min 
nesota  businessmen  all  invested  befoij 
USSB  went  public — and  are  sitting  tigh 
What  has  spooked  some  investors 
not  the  business  concept  but  the  con 
petition — as  cutthi'oat  pricing  boosts  sufl 
scriber  lists  but  slashes  margins.  A  priq 
war  launched  by  EchoStar  in  Augua 
forced  DirecTV  and  ussB  to  follow  suil 
Each  company  paid  dish  manufactureJ 
$40  for  evei-y  dish  sold.  And  there's  eve 
stiffer  competition  on  the  horizoi 
PrimeStar  Partners,  a  satellite  serviq 
offered  by  a  consortium  of  cable  comp| 
nies,  promises  to  get  aggressive  th 
spring  with  more  programming  ar 
smaller,  more  powerful  dishes.  Nev 
Corp.  expects  to  launch  its  ASkyB  sat 
lite  late  this  year.  "Competition  will  hi 
come  fierce,"  says  Yankee  Group  anj 
lyst  W.  John  Aronsohn. 

If  Hubbard  sticks  to  his  guns,  us^ 
can  probably  sui-vive  as  a  niche  provida 
of  premium  progi'amming.  But  after  lo| 
ing  $237  million  in  the  past  2'/  year! 
USSB  might  be  wise  to  sell  out.  The  fi^j 
transponders  it  owns  on  the  sateUite 
shares  with  DirecTV  are  quite  valuabli 
"It  may  just  make  more  sense  for  thei 
to  sell  to  Du'ecTV,"  Aronsohn  says.  Sua 
a  combination  would  allow  the  servied 
to  be  marketed  more  tightly,  and  cu| 
tomers  could  pay  one  bill,  not  two. 
But  Hubbard  has  no  plans  to  g(C 
out  of  the  industry  hj 
family  pioneered.  "Th 
future  may  bring  somf 
thing  different.  But  aij 
I  receptive  to  [sellir 
out]?"  asks  HubbarJ 
"No."  And  with  h| 
family  firmly  in  contr(j 
he's  not  likely  to 
forced  to  change  hi 
mind. 

By  Peter  Elstroli 
in  St.  Paul,  Mivrf 
with  Eric  Schine  if 
Los  Angeles 
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Building  a  Wehsite  for 
your  business  is  easily 
imthin  your  reach. 

Establish  your  presence  on  tJie  Web  with 
the  help  of  Lotus  Domino,  powered  by 
Notes.  It  lets  you  easily  set  up  an  interac- 
tive Web  server.  So  vour  customers  and 
employees  can  use  tlie  Web  to  communi- 
cate and  collaborate  anytime,  anywhere. 


IHM 

Sdfliidrr 
Seri'crs 
solution 
No.  .3 
of  a  series 


Use  Internet  commerce 
to  boost  your  sales  and 
customer  base. 

Selling  your  products  on  the  Web  exposes 
your  company  to  millions  of  new  prospects. 
And  risks.  IBM  Software  Servers  help  you 
reduce  those  risks.  They  provide  a  seciu  e 
environment  for  processing  confidential  iiifor- 
niation  such  as  invoices  and  credit  cards. 


Analyze  data  so  deeply, 
youre  able  to  comjuer 
new  ground. 

Transform  piles  of  data  into  nuggets  of  vital 
customer  information  to  help  you  make 
smarter,  quicker  decisions.  For  instance, 
access  a  data  warehouse  from  the  Web 
or  your  company's  intranet  with  our  DB2 
Database  Server.  It's  completely  scalable 
and  runs  on  Windows  NT,'  08/2'  and  AIX? 


Call  I  H8H  .^(10-5071. 
Priority 
Z\l'f)K,OI4 


Visit  us  on  ihe  Web  at 
www.soltware.ibm. 
coni/info/snl/ 


Its  easier  to  solve 
your  business  problems 
when  youve  got 
a  number  of  options. 

Taking  advantage  of  the  hiternet  is  on(>  of  the 
smartest  options  you  have.  To  hnd  out  why, 
simply  call  or  visit  our  Website  for  a  free 
copy  of  ,  f  Giiific  to  Business  on  the  Internet. 
IBM  and  their  Business  Partners  can  take  you 
beyond  the  Net  to  help  you  create  a  more 
competitive  and  flexible  business  enviromnent. 


Solutions  for  a  small  planet"  ~~~  ~  ~  —  ~  j 
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BANKING 


FOR  ASIA'S  BAD  BANKS, 
IT'S  PAY-UP  TIME 

Easy  money  has  long  fueled  Big  Business.  Now,  a  huge  bill  is  coming  due 


Only  a  few  years  ago.  the  elite  fi- 
nanciei's  ninning  Asia's  cloistered 
banking  business  led  a  chaiTned 
life.  Tlie  stunning  economic  expan- 
sion and  robust  stock  and  property  mar- 
kets of  the  late  1980s  meant  giddy  times 
for  the  bank  presidents  of  Tokyo's 
Ohtemachi  financial  district.  And  ft'om 
Jakaita's  Jalan  SudiiTnan  financial  strip  to 
the  concrete  canyons  of  Seoul, 
lenders  prospered  amid 
seemingly  endless  de- 
mand for  high-rise 
offices  and  flashy  con- 
dos.  The  last  tiling  any- 
one worried  about  then 
was  what  Long-Term 
Credit  Rank  of  Japan 


Ltd.  President  Katsunobu  Onogi  wistful- 
ly calls  the  "preciousness  of  capital." 

Well,  guess  what?  Capital  siu'e  is  pre- 
cious now.  Japan's  banking  system  hit 
the  wall  when  equity  and  property  prices 
began  collapsing  in  1990,  and  it  has  been 


stniggling  to  recover  ever  since.  But  no^ : 
the  malady  is  spreading  to  the  rest  o:^ 
East  Asia.  From  Seoul  and  Tokyo 
Taipei  and  Bangkok,  lenders  have  nu: 
up  an  estimated  $660  bilhon  in  nonpar  ■ 
foiTning  loans  to  overextended  real  estab  k 
developers,  money-losing  state  enter  : 
prises,  and  poUtically  connected  corpoiv 
rate  deadbeats.  .: 
Fixing  this  mess  could  tak  2 
years  and  cost  hundred  :- 
of  billions  of  dollars :  - 
if  not  more.  Much  0 ;: 
Asian  banking  i : 
caught  in  a  time  warf  - 
Despite  mounting  conir 
petition  and  risks;. 
some  bankers  sti! 


TLI  .V 1 1  .WW 


he  recent  default  by  Somprasons 
anct  jevelopment  oniani  $130  mii- 
on  Eurobond  issue  has  set  off 
lann  bells.  A  property  bust  has  I 
haijcammercial  banks  witti  $15. 
illion  in  nonperforming  loans  am 
lat  number  is  growing. 


;  their  business  remains  a  sure  thing, 
if  the  cuirent  problems  are  allowed 
'ster,  Asia's  banks  could  be  trapped 
bad  loans  weakening  their  capital 
s.  That  would  severely  crimp  their 
:y  to  make  new  loans. 
That  kind  of  credit  squeeze  could 
I  some  of  the  world's  most  dynamic 
tries  into  an  economic  slump.  "This  is 
•rtant,"  cautions  Citicorp  Vice-Chair- 
William  R.  Rhodes,  who  believes 
emerging  economies  need  healthy 
:s  to  help  channel  global  investment 
,al  and  turn  it  into  gi-owth.  "Banking 
jm  fundamentals  have  to  be  strong 
ipport  the  flows,"  he  says, 
ureaucrats  and  bankers  in  Hong 
y  and  Singapore,  where  banking  sys- 
;  remain  rock  solid,  understand  this 
im  fully,  which  is  why  both  should 
inue  to  prosper  as  regional  financial 
;  while  competitors  struggle  with 
lem  banks.  Asia  also  boasts  the  liigh- 
;avings  rates  in  the  world — and  that 
buy  time  for  many  banks.  Yet  that 
intage  is  for  naught  when  vast  simns 
channeled  into  money-losing  state 
.ures — as  in  China — or  to  leaders 
ies  and  relatives,  the  way  business 
i  in  President  Suharto's  Indonesia, 
or  years,  bankers  womed  mor'e 
it  getting  big  than  staying  prof- 
:e.  State-directed  lending  has  left 
3-sensitive  commodity  industries 
as  memory  chips,  electronics,  and 
nicals  overbuilt  and,  in  some  cases. 


losing  money.  Technocrats  in  Taiwan,  In- 
donesia, and  Thailand  may  me  decisions 
to  let  constiTiction  and  real  estate  specu- 
lation represent  a  third  or  more  of  their 
economic  output  in  recent  years. 
PET  PROJECTS.  As  a  result,  vast  tracts  of 
apartment  blocks  on  the  outskirts  of 
Bangkok  are  collecting  dust,  as  well  as 
bills  for  overdue  interest.  Taiwan's  port 
city  of  Kaohsiung  has  a  glut  of  office  and 
residential  space,  and  China's  Pearl  Riv- 
er Delta  has  ended  up  with  too  many 
airports,  container  ship  terminals,  and 
half-finished  commercial  buildings.  But 
as  bankers  try  to  cope  with  these  new 
realities,  the  people  who  really  need  cap- 
ital— entrepreneurs  who  create  jobs — 
are  facing  a  financial  squeeze  as  nei-vous 
bankers  give  them  short  shrift.  South 
Korean  and  Thai  boiTowere,  for  example, 
pay  interest  rates  well  above  world  rates 
because  of  then-  coimtries'  inefficient,  ac- 
cident-prone financial  systems. 

Asia's  bad-debt  overhang  is  the  dai'ker 
side  of  the  region's  economic  mii"acle.  For 
decades,  Asia  thrived  amid  centralized 


economic  planning  that  promoted  the 
accumulation  of  savings  and  relied  on 
technocrats  to  allocate  capital  efficiently. 
With  competition  held  down,  financial 
regulators  could  easily  pressui'e  domestic 
lenders  into  pumping  money  into  pet  pro- 
jects. The  regulators  had  little  regard 
for  profitability.  Now,  the  biU  for  yeai-s  of 
easy  credit  is  coming  due. 

The  biggest  financial  sinkhole,  of 
course,  is  Japan,  where  bankei-s  are  in 
the  fifth  year  of  a  battle  with  a  stagnant 
economy.  Collapsing  equity  and  property 
prices  have  left  them  vdth  at  least  $350 
billion  in  bad  loans.  With  this  moimtain  of 
bad  debt,  banks  have  all  but  ceased  lend- 
ing at  home,  thwarting  efforts  by  the 
Ministry  of  Finance  and  Bank  of  Japan  to 
boost  the  economy  with  massive  amoimts 
of  cheap  money  and  public-works  spend- 
ing. The  crisis  may  ovei-whelm  Nippon 
Credit  Bank  Ltd.,  one  of  Japan's  top  20 
lenders  with  $132.4  billion  in  assets  and 
$10  biUion  in  bad  debts.  Markets  were 
rocked  in  Febniaiy  by  iTunoi-s  the  bank's 
nonperforming  loans  threaten  its  sur- 
vival. The  bank  denies  the  reports. 

In  South  Korea,  the  collapse  in  Jan- 
uaiy  of  the  Hanbo  Group,  a  steel 
and  construction  conglomerate 
with  close  ties  to  two  state-ran 
banks,  is  shaking  banking  cir- 
cles. American  International 
Group  Inc.  Chairman  Maurice 
R.  Greenberg  figures  neither 
countiy  will  be  able  to  escape 


Finance 


from  Its  [)i'()bleins  witliout  revolting  to  a 
rescue  similai-  to  the  $1  tiUlion  Resolution 
Trust  Corp.  cleanup  of  failed  savings- 
and-loans  in  the  U.  S.  Says  Greenberg: 
"They  can't  just  cover  theii*  problems  up 
or  deal  with  them  with  a  Band- Aid." 

Indeed,  Asian  policymakers  generally 
acknowledge  that  their  financial-sei-vices 
industiy  needs  reimii;  although  they  lean 
more  towai'd  gTatlual  deregulation  than  to 
outiight  bailouts.  Malaysia,  for  example, 
has  built  a  bond  mai'ket  to  give  coi-pora- 
tions  new  ways  to  raise  fimds,  and  Tliai- 
land  is  slowly  handing  out  Ucenses  for 
new  banks.  Taiwan  may  privatize  seven 
provincially  owned  banks.  Japanese 
Prime  Minister  Ryutaro  Hashimoto  is 
pushing  a  "big  bang"  plan  to  allow, 
among  other  things,  gi'eater  comjietition 
among  banks  and  brokers.  And  South 
Korean  President  Kim  Young  Sam  has 
launched  a  reform  commission,  recogniz- 
ing that  years  of  la.x  management  and 
government  protection  has  taken  a  toll. 
CASH  DRAIN.  Kim  also  propf)sed  finan- 
cial reforms  four  years  ago,  only  to  see 
them  wither,  and  there's  no  certainty 
they  will  be  enacted  this  time.  In  fact, 
kicking  the  government  out  of  lending 
decisions  is  a  "hard  habit  to  break,"  con- 
cedes Sohn  Byung-doo,  an  adviser  to 
South  Korean  President  Kim  Young  Sam 
and  vice-president  of  the  Korea  Eco- 
noinic  Research  Institute  in  Seoul.  But 
some  governments  probably  have  little 
choice.  Economic  success  stories  brought 
billions  of  dollars  in  foreign  investment  in 
Asia's  stock  markets  and  currencies.  If 
the  region's  woes  worsen,  fimd  managers 
might  flee  Tliailand  and  Indonesia,  which 
are  dependent  on  foreign  capital  inflows 
as  cuiTent-account  deficits  have  exploded. 


ASIAN  BANK  STOCKS 
HIT  THE  SKIDS 
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Whatever  the  reason,  local  and  global 
investoi"s  have  been  dimiping  Asian  bank 
shai'es  with  a  vengeance  lately  (chart), 
sending  many  markets  reeling.  To  get 
banks  back  on  a  healtliier  footing,  finan- 
cial authorities  will  have  to  adcb-ess  their 
problems  with  more  enthusiasm  than 
they  currently  show.  When  bad  debts 
started  accumulating  on  Japanese  banks' 
books  in  in  the  late  1980s  and  then  liit  a 
crisis  point  in  1992,  the  Finance  Ministiy 
figiu-ed  the  next  economic  rebound  would 
trigger  a  big  jump  in  the  Nikkei,  boost 
bank  profits,  and  call  an  eai'ly  end  to  the 
troubles.  But  significant  economic  and 
stock  mai'ket  recoveries  never  material- 
ized. By  1995,  free-falling  stock  and  prop- 
erty prices  had  triggered  a  record  num- 
ber of  corporate  banki'uptcies,  forcing 
banks  to  frantically  sell  foreign  invest- 
ments to  scjuai-e  theii'  books.  Some  smaO- 
er  lenders  even  went  under. 

In  response,  the  Bank  of  Japan  slashed 
short-term  interest  rates  nearly  to  zero. 
That  helped  a  bit,  as  many  banks  were 


The  collapse  of 
South  Korean 
steelmaker 
Hanbo  Group  is 
shaking  banking 
circles 

able  to  earn  a  windfall  by  bo 
rowing  cheaply  and  investii 
in  Japanese  government  bom 
yielding  3%.  Nonetheless,  tl 
government  had  to  bail  out 
dozen  credit  unions,  and  ev( 
had  to  shut  down  Ham 
Bank,  a  midsize  lender  wii 
$700  million  in  bad  loans. 
Still,  by  last  December,  a  top  Finam 
Ministry  banking  official  felt  confide; 
enough  to  predict  that  "Japanese  finandj 
institutions  are  getting  over  the  crisis 
Tiiith  is,  the  workout  is  just  entering 
different  phase:  scioitinizing  finance  i 
filiates  that  banks  used  to  fimnel  billioi 
into  property  speculation.  Finance  cor 
panies  are  hurting  in  the  wake  of  tl 
property-price  collapse,  and  it  may  co 
bankers  a  staggering  $135  billion  to  a 
sume  their  debts,  estimates  analyst 
Biian  Waterhouse  at  hsbc  James  Cap( 
One  heavily  leveraged  nonbank  lend( 
Osaka's  Nichei  Finance  Corp.,  went  brol 
last  year  with  $8.3  billion  in  liabilities  a 
ter  failing  to  get  several  banks  to  ren 
gotiate  theii'  claims.  In  February,  Sakui 
Bank  Ltd.  and  Nippon  Credit  Bank  r 
fused  a  request  from  Apollo  Leasing 
forgive  some  $2  billion  in  debts. 

Nippon  Credit  is  making  other  new 
Tlie  Finance  Ministry  is  trying  to  figui 
out  how  to  shore  up  the  lender,  wliich 
saddled  with  $10.7  billion  in  bad  loan 
Unable  to  sell  debentiu-es  it  uses  to 
nance  its  business  without  paying  a  hu| 
premium,  it  faces  a  cash  cmnch. 

Nippon  Credit  Vice-President  She 
Nishikawa  insists  the  bank  has  enoug 
cash  to  get  by  and  will  soon  announce 
big  restnicturing  plan.  Indeed,  after  n 
mors  that  Nippon  Credit  might  go  und< 
swept  the  Tokyo  stock  market  in  ear! 
Febniaiy,  Finance  Minister  Hh'oshi  Mi 
suzuka  went  before  the  Diet  to  proclai 
the  government  would  "fimnly  suppor, 
the  top  20  banks.  However,  man 
analysts  think  Mitsuzuka  is  preparin 
to  guarantee  any  new  debenture  offe: 
ings  by  Nippon  Credit.  He  may  eve 
stage-manage  a  merger  with  Industri; 
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ConnectFirst. 

Free  First  Class  upgrade, 
plus  1,000  Bonus  Miles. 

Some  people  think  yoii  need  the 
kind  of  connections  that  come  with 
wealth  or  fame  to  get  special  treatment 
on  an  airplane.  But  on  Ncjrthwest,  all 
you  need  is  ConnectFirst. 

Northwest  Airlines  ConnectFirst 
offers  a  free  upgrade  to  First  Class 
upon  making  your  reservation  plus 
1,000  WoddPerks"  Bonus  Miles 
roundtrip  when  you  take  a  qualifying 
connecting  flight  at  a  full  Coach  fare. 

Make  the  right  connections. 
Call  1-800-22S-2S2S  or  ycuir  travel 
agent  today 


www 


@ NORTHWEST 
ConnectFirst" 


1*800 


2   2   5   *  2   5   2  5 


First  Class  Upgrade  Conditions:  First  Class  sealing  is  available  only  on  let  flights.  Travel  in  Fii^st  Class  using  a  -UP  (or  -UPLINK  for  select  Airlink  travel)  fare  is  valid  m  most,  but  not  all,  North  American 
markets  on  connecting  flights  through  Detroit.  Minneapolis/St.  Paul  or  Memphis  when  the  itinerary  includes  a  stop  or  a  change  of  aircraft,  at  one  of  these  hub  locations.  Upgrade  offer  may  be  available  on 
let  portion  of  travel  when  connecting  to  select,  qualifying  Airlink  flights  Reservations  m  First  Class  are  required:  seats  are  limited.  Passenger  must  travel  in  First  Class  if  seats  are  available.  Because  this  program 
IS  so  popular,  a  First  Class  seat  may  not  always  be  available.  If  not.  we'll  double  your  WorldPerks  miles  for  that  segment  of  your  trip  These  fares  may  not  be  used  m  conjunction  with  certain  certificates, 
coupon  discounts,  upgrades,  bonus  or  promotional  offers/tickets  Other  restrictions  may  apply  Bonus  Miles  Conditions:  Earn  500  Bonus  Miles  each  way  Valid  for  all  classes  of  service  on  flights  connecting 
through  Detroit,  Minneapolis/5t,  Paul  or  Memphis  when  the  itinerary  includes  a  change  of  aircraft  and  flight  number  Does  not  apply  on  flights  to  Europe  or  Asia 

©1997  Northwest  Airlines,  Inc    Noi  thvi-est  recyLles  enough  paper  products  in  one  year  to  save  over  6,874,000  gallons  of  water  O 
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Bank  of  Japan  Ltd.  or  Fuji  Bank  Ltd. 

As  the  Japanese  lending  mess  drags 
on,  bankers  and  regulators  in  Seoul  are 
scrambling  to  contain  the  damage  after 
the  recent  demise  of  Hanbo.  The  steel- 
maker fell  undei-  the  weight  of  $5.8  billion 
in  debt,  some  20  times  its  total  equity 
and  si.x  times  the  combined  net  pi'ofit  of 
Korean  banks  in  1996.  The  banks  have 
$11  bilhon  in  troubled  loans,  estimates 
Hannuri  Salomon  Securities,  and  are  al- 
ready operating  on  the 
edge  of  South  Koi'ean 
standards  for  capital 
adequacy. 

Hanbo's  failure  rais- 
es questions  about 
many  Seoul  bankers. 
Those  nmning  formei- 
state-owned  banks  still 
follow  bureaucrat-' 
suggestions  on  lending 
Some  have  received  il 
licit  payments  to  ket']! 
feeding  loans  to  the 
chaebol.  On  Feb.  r., 
prosecutors  arrested 
the  heads  of  Korea 
First  Bank  and  Chu 
Hung  Bank.  They  al- 
legedly accepted  $460,0(JO  m  cash  apiece, 
stuffed  into  instant-noodle  boxes,  from 
Hanbo  foiuider  Chimg  Tae  Soo  to  provide 
loans  for  a  steel  project.  The  bankers 
have  been  jailed  and  have  not  entered 
jjleas.  A  niling  party  official  and  an  aide 
to  Pi'esident  Kim  have  also  been  an-est- 
ed  and  chai'ged  with  taking  kickbacks. 

What's  baffling  is  that  Hanbo,  which 
was  also  backed  by  the  state-run  Korea 
Development  Bank  and  Korea  Exchange 
Bank,  was  allowed  to  invest  heavily  to 
expand  an  overbuilt  steel  industry.  In 
the  wake  of  the  collapse,  Korea's  central 
bank  pimiped  $7.1  biUion  into  the  financial 
system  to  prevent  chain-reaction  failiu'es 
am(jng  creditors  and  suppliers. 
"DANGEROUS."  Tliailand's  new  Pi-ime  Min- 
ister, Chavalit  Yongchaiyudh,  has  also  in- 
herited a  first-class  banking  disaster. 
Years  of  go-go  development  of  every- 
thing from  condos  to  golf  courses  left 
lenders  with  nonperfi  )iTning  credits  that 
represent  roughly  10%  ,  or  $15.5  billion,  of 
their  loan  portfolios.  The  debt  is  now 
equivalent  to  9%  of  Thailand's  gTOss  do- 
mestic product  and  is  expected  to  ex- 
pand in  1997.  "It's  quite  dangerous,"  says 
Goldman,  Sachs  &  Co.  banking  analyst 
Wanna  Matanachai. 

Tilings  may  get  worse.  Thailand's  cui-- 
rency,  the  baht,  is  imder  attack.  Further 
depreciation  would  weaken  many  com- 
panies that  have  borrowed  fi-om  Thai 
banks  in  dollars,  ti;  take  advantage  of 
lower  interest  rates,  hut  whose  revenues 


ai"e  in  baht.  After  Somprasong  Land  plc 
defaulted  on  $80  million  in  Eurobonds, 
inmors  began  swirling  that  one  of  Thai- 
land's biggest  finance  companies.  Finance 
One  Public  Co.,  might  soon  hit  the  skids. 
The  company  says  it's  fine.  But  concerns 
over  Thailand's  banks  and  ciuTency  have 
prompted  investoi-s  to  hammer  Bangkok's 
stock  market  to  a  .54-month  low. 

Things  look  positively  serene  by  com- 
paiison  in  Jakaita,  where  stocks  ai'e  tmd- 


NO  SHELTER? 


Thai 

real  estate  developer 
Somprasong  Land 
defaulted  on  $80 

billion  in  Eurobonds 

ing  at  record  liighs  and  leading  publicly 
traded  banks  ai'e  boasting  impressive  re- 
turns on  equity  of  20%  and  up.  If  only 
the  state-owned  banks,  which  account 
for  half  of  the  countiy's  lending,  were 
as  healthy.  Companies  run  by  fiiends  and 
relatives  of  President  Suharto  have  bor- 
rowed heavily  from  the  state  lenders, 
and  a  World  Bank  study  notes  that  these 
favored  few  are  among  the  banks' 
biggest  delinquent  clients.  The  study,  is- 
sued last  yeai;  concludes  that  neaily  17% 
of  the  banks'  loans  are  nonperforming 
or  shaky. 

Politicians  ai-en't  in  a  huny  to  go  after 
these  problem  loans.  Witness  the  confu- 
sion over  the  amount  of  state  support 
extended  to  the  privately  owned  Bank 
Pacific.  The  nation's  12th-largest  lender 
with  $975  million  in  assets.  Pacific  is  now 
38%'  owned  by  Bank  Indonesia,  the  na- 
tion's central  bank.  Until  recently,  it  was 
run  by  the  family  of  82-year-old  Ibnu 
Sutowo,  who  founded  the  national  oil 


company,  Pertamina,  and  was  once  co: 
sidered  Suharto's  equal  in  political  infli 
ence.  When  one  of  the  bank's  finance 
filiates  couldn't  make  loan  payments  on 
money-losing  resort  in  West  Java  la 
year,  the  government  came  fomard  wi 
a  $212  million  cash  infusion  and  removf 
Sutowo's  daughter  as  the  bank's  pres 
dent.  Yet  the  central  bank  has  nev( 
confimied  any  help  or  the  extent  of  Baj 
Pacific's  bad-loan  exposure,  which  m: 
be  as  high  as  $876  m 
Hon.  Bank  Pacific  d^ 
clines  to  comment. 
/-  — Nowhere  are  ban! 
^ — m-~r-  ing  woes  more  murk 

or  potentially  as  di 
stabilizing,  than  i 
China.  Official  stati 
tics  put  the  amount  i 
nonperforming  loar 
at  25%  of  state  bar 
portfolios.  One  es 
mate  prepared  for  tl 
U.  S.  Embassy  in  B 
jing  says  the  b£ 
loans  could  come 
$240  billion— a  huj 
40%  of  all  loans  ou 
standing.  It's  not  hai 
to  understand  why  the  state  banks  ai 
in  such  tough  shape.  Government  po 
cies  force  them  to  lend  at  less  th'c 
their  cost  of  capital.  And  of  all  sta 
bank  lending,  70%c'  has  gone  to  gover 
ment-owned  companies,  about  half 
which  are  losing  money. 

Banks  don't  want  borrowers  to 
bust;  that  would  thi"eaten  their  own  su 
vival.  They  want  to  make  compani 
profitable,  thi'ough  mergere  or  new  ma 
agements.  But  Beijing  is  starting  to  gi 
serious  about  ending  the  worst  excessi 
in  its  financial  system.  In  January,  tl 
central  bank  shut  down  the  Agribusinei 
Development  Tiust  &  Investment  Corj 
one  of  the  countiy's  largest  investmei 
companies  and  biggest  property  specui 
tors.  Some  officials  have  been  arrestc 
for  embezzlement. 

Add  it  all  up  and  it's  clear  that  mar 
of  Asia's  banks  are  neck-deep  in  the  so 
of  bad-loan  problems  that  have  weighe 
down  Japan  for  years.  Too  much  capit 
has  been  squandered  on  misguided  pro; 
erty,  industrial,  and  financial  lendin 
Ciiinching  numbers  and  assessing  ris 
has  never  been  the  hallmark  of  bankir 
cultures  heavily  influenced  by  bureai 
crats  and  comjpt  politicians.  Yet  if  Asij 
clubby  bankers  don't  catch  on  quickl 
the  futiu'e  could  be  treacherous. 

By  Brian  Bre.mner  in  Tokyo  ar, 
Mark  L.  Clifford  in  Hong  Kong,  wii 
James  Lim  in  Seoul,  Micliael  Sliari 
Jakarta,  and  bureau  reports 
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[  Second  Place,  Evolution  ] 


Nobody  wants  to  finish  second.  Tliat's  wiiy  IKON  Office  Solutions'"  helps  you  compete  better.  By  offering  copier 
systems  and  integrated  computer  networking  solutions.  By  managing  your  company's  mailroom  and  copy  center 
And  by  handling  your  imaging  and  file  conversion  needs.  We'll  use  the  latest  technology  from  companies  like  Oce, 
Canon,  IBM,  Microsoft,  Novell,  Sharp,  Ricoh  and  Compaq.  All  backed  by  a  National  Sen/ice  Guarantee.  And  all 
designed  to  help  your  company  do  one  thing.  Win.  To  help  your  company  come  in  first,  call  us  at  1-888-ASK-IKON. 


Microsoft  is  a  registered  trademarl<  of  Microsoft  in  tfie  U.S.  and  otfier  countries.  Ttie  IBM  logo  is  a  trademarl<  of  International  Business  Mactiines  Corporation.  Novell  is  a  registered 
trademark  of  Novell  Inc.  Compaq  is  a  registered  trademarl<  of  Compaq  Computer  Corporation.  All  ottier  brand  and  product  names  are  the  trademarks  of  ttieir  respective  tiolders. 


Wbrk 
to  Win. 


www.IKON.com 
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COMMENTARY 

By  Mark  Maremont  and  Rick  Melcher 

HARD  ANSWERS  FOR  THE  CRISIS  IN  EASY  CREDIT 


In  the  past  few  weeks.  Wall  Street 
has  been  reehng  from  the  sudden 
and  seemingly  unexpected  collapse 
in  the  subprime  auto  lending  indus- 
try. Onetime  investor  darlings  like 
Mercury  Finance  Co.  and  Jayhawk 
Acceptance  Corp.,  which  cater  to 
people  with  lousy  credit  histories, 
have  shocked  the  Street  with  news 
of  accounting  irregularities  and  bank- 
ruptcy filings,  while  other  erstwhile 
high-flyers  have  reported  rising  loan 
losses.  Stock  prices  in  the  sector 
have  fallen  sharply,  and  some  lenders 
may  be  looking  at  huge  losses. 

Who's  to  blame?  Most  obvious  is 
Wall  Street  itself.  By  uncritically 
feeding  the  subprime  sector  with 
vast  amounts  of 
capital  through  se- 
curitizations and 
some  30  recent  ini- 
tial pubhc  offerings, 
investment  banks 
contributed  to  a 
speculative  bubble 
that  was  bound  to 
burst.  Yet  despite 
abundant  signs  of 
overheated  competi- 
tion in  an  industry 
already  fi-aught 
with  risk,  hardly 
anybody  sounded  a 
warning  until  the 
damage  was  done. 

But  don't  just  blai .     -in  t'l. 
The  auto-lending  fiasco  also  pomts 
out  the  need  to  take  a  hard  look  at 
accounting  standards  that  leave  glar- 
ing loopholes.  And  stricter  financial 
disclosure  guidelines  are  needed  to 
avoid  misleading  investors. 
GUESSWORK.  Let's  start  with  ac- 
counting. Many  subprime  auto 
lenders  rely  on  the  magic  of  securiti- 
zation: Lend  milhons  of  dollars,  then 
find  a  friendly  investment  bank  to 
package  up  the  loans  and  sell  them. 
After  a  securitization,  the  company 
books  an  instant  paper  profit,  based 
on  a  complex  foi-mula  that  takes  into 
account  such  variables  as  estimated 
loan  losses  and  the  discounted  value 
of  future  cash  flows.  In  essence, 
these  companies  post  eamiings  based 
on  httle  more  than  an  educated 
guess  about  how  much  cash  will  flow 


in  over  three  or  foui-  years.  Even 
companies  like  Mercury  that  don't 
securitize  make  similar  guesses. 

Trouble  is,  in  such  a  volatile  and 
risky  industry,  the  guesswork  is 
much  more  ait  than  science.  When- 
ever accounting  standards  leave  that 
much  room  for  interpretation,  you 
can  be  sure  somebody  will  be 
overoptimistic — or  unscioipulous. 
When  loan  defaults  soared,  the  only 
way  for  many  companies  to  show 
continued  profit  growth  was  to  origi- 


to  make  a  $4.2  million  note  payment 
due  last  October  Now,  according  to 
its  Sept.  30  financial  filings,  it  may 
have  to  "materially  curtail  operations" 
unless  it  gets  additional  capital  soon. 
Aegis  executives  declined  comment. 

The  Financial  Accounting  Stan- 
dards Board  has  tweaked  its  rules  on 
this  type  of  accounting.  But  it's  time 
for  a  sweeping  look.  "This  way  of  do- 
ing it  doesn't  make  any  sense,"  says 
Howard  Schilit,  an  accounting  consul- 
tant. "If  the  money  is  coming  in  1999, 


Whenever  accounting  standards  leave  too 
much  room  for  interpretation,  you  can  bet 

somebodvwill  be 


nate  evoi'  more  loans.  This  led  to  a 
vicious  cycle  in  which  loan  compames 
cut  prices  and  approved  ever-riskier 
clients,  leading  to  more  defaults  and 
a  need  for  ever-faster  gi'owth. 

For  a  subprime  example,  just  look 
at  Aegis  Consumer  Funding  Group 
Inc.,  based  in  Jersey  City,  N.J.  Using 
securitization.  Aegis  has  tripled  its 
size  in  each  of  the  last  two  years,  and 
now  has  more  than  $645  million  in 
loans  outstanding.  Net  profits  were 
up  eightfold  in  the  year  ended  June 
30,  1996,  to  $9.3  million.  By  tying 
bonuses  to  pretax  profits,  executives 
raked  in  some  fat  paychecks:  The  top 
five  managers  got  an  eye-popping  $4.6 
million  in  salary  and  bonus  last  year. 
Yet  the  profits  were  only  on  paper. 
Aegis  loaned  to  a  bunch  of  dud  cus- 
tomers, repossessions  and  losses 
soared,  and  the  company  was  unable 


overoptimistic 
-or  improper 

the  company  has  no  business  booking 
revenue  in  1996.  It's  a  recipe  for  all 
kinds  of  abuses."  At  a  minimum,  the 
Securities  &  Exchange  Commission 
and  the  Big  Six  accounting  firms 
should  more  closely  scrutine  assump- 
tions underlying  financial  statements. 

Another  problem  has  been  incon- 
sistent reporting  standards.  Many 
subprime  companies  have  been  able 
to  mask  problems  by  reporting  delin- 
quency and  loan  loss  rates  as  a  per- 
centage of  overall  loans.  When  a 
company  is  growing  quickly,  those 
rates  inevitably  appear  misleadingly 
small  at  best.  A  far  better  method  is 
the  so-called  "static  pool"  analysis, 
which  discloses  dehnquency  and  loss 
rates  for  loans  originated  in  a  partic- 
ular month  or  quarter.  That  would 
allow  much  easier  comparison  be- 
tween companies — and  spothght 
problems  much  sooner. 

Subprime  loans  aren't  inherently 
bad.  They  allow  people  on  society's 
fringes  or  those  who  have  hit  a  finan- 
cially rocky  patch  to  drive  a  car  or 
foot  other  bills.  But  it's  time  to  shed 
a  bright  light  on  the  sector  to  make 
sure  investors  don't  become  roadkill. 


Maremont  and 
accounting  issues 


Melcher  follow 
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us  WEB 


The  pen  is  mightier  than  the  sword.  However, 
could  it  be  possible  that  we're  on  the  verge  of  a 
communications  revolution  mightier  still? 

Allow  us  to  introduce  ourselves.  We're  USWeb. 
And  we'd  like  to  put  the  Web  to  work  for  your  busi- 
ness. But  first,  let's  take  a  look  at  the  place  where 
you'll  spend  the  rest  of  your  life:  namely,  The  Future. 

Unless  you've  been  living  under  a  rock-and  a 
modemless  rock  at  that— you  know  there's  a  revolu- 
tion going  on. The  media  are  converging.  Interactive 
graphics,  words,  sound,  even  video,  are  combining 
with  software  to  bring  the  online  world  alive.  The 
entire  globe  is  being  linked  in  a  vast  network  of 
instantaneous  communication. 

Furthermore,  it  is  our  belief  that  every  individual, 
business,  and  government  organization  will  eventu- 
ally be  represented  on  the  Web.  That's  where  we'll 
talk  to  each  other,  shop,  gather  information,  even 
register  our  cars.  (Imagine  never  standing  in  line  at 
the  DMV.  That's  progress.) 

Enter  USWeb.  Our  goal:  to  provide  everything  your 
company  needs  to  exploit  the  enormous  potential 
of  the  Web.  With  innovative  Internet  and  Intranet 
Web  site  development.  (Truth  is,  we've  created  more 
high-end  Web  sites  than  anyone.)  Carrier-grade 
hosting.  Marketing  expertise.  From  initial  needs 
analysis  through  continued  site  maintenance,  we 
cover  all  your  virtual  needs. 

We've  already  created  Web  sites  for  GTE,  Lucent 
Technologies  and  many  more  companies  just  like 
yours.  In  fact,  we're  a  national  organization  with 


offices  throughout  the  country  to  better  serve  your 
needs.  And,  with  strategic  alliances  formed  with 
Compaq,  Sun  Microsystems  and  BBN  Planet,  you 
can  rest  assured  that  no  matter  where  you  go  on 
the  Net,  we'll  be  there. 

To  learn  more  about  USWeb,  visit  our  Web  site  at 
iviviv.usiveb.eom//nk.  Of  course,  if  a  pen  is  more  handy, 
jot  down  this  number:  1-888-USWEB-411,  ext.  212.  Call 
now  and  you'll  receive  a  free  guide  describing  how  the 
Web  can  transform  your  business.  We  look  forward  to 
giving  you  a  glimpse  of  the  future.  (Don't  count  on 
reading  about  it  in  the  papers.) 

USWeb.  Outfitters  to  the  World  Wide  Web'." 


97  USWeb  Corporation  USWeb  and  Outfitters  lo  the  World  Wide  Web  are  trademarks  of  USWeb  Corporation  All  other  company  and  product  names  are  registered  trademarks  or  trademarks  of  their  respective  holders 
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CORPORATE  GOVERNANCE 


3.5  million  Disney  shares  worth  $271 
million. 

Gillan,  moreover,  is  particularly  in- 
censed that  in  cutting  the  deal,  Eisner 
ensui-ed  for  himself  a  similar  big-bucks 
going-away  present  worth  $195  million. 
With  a  complacent  board  iiibber-stamp- 
ing  the  an-angement,  "Disney  is  a  prime 
example  of  why  the  ciUTent  definition  of 
independent  boai'ds  isn't  worldng,"  says 
Gillan. 


GALPERS' 

GRAND  INaUISITOR 

Meet  the  new  scourge  of  underperforming  companies 

Kayla  J.  Gillan  doesn't  look  very 
scary.  Hei"  warm  smile  frequently 
breaks  into  an  infectious  giggle. 
And  her  tidy  desk  looks  a  bit  hke  the 
one  your  favorite  elementary  school 
teacher  had,  complete  with  polished  red 
apple.  But  make  no  mistake,  Gillan  is 
fast  becoming  one  of  the  most  feared 
and  respected  women  in  Corporate 
America.  And  she  couldn't  be  happier. 

On  Feb.  11,  Gillan,  a  38-year-old 
mother  of  two,  pi'oduced  her  fii-st 
report  card  for  undeipeiforming 
corpoi'ations  since  taking  the  top 
corporate  governance  job  at  the 
CalifoiTiia  Public  Employees'  Re- 
tirement System  (CalPERs)  last 
August.  Apple  Computer  Inc. 
and  Reebok  International  Ltd. 
topped  the  list.  Apple,  she  says, 
"is  on  its  deathbed."  With  a 
colossal  $108  billion  under  man- 
agement, CalPERS  has  been 
throwing  its  weight  around  for 
years,  forcing  such  comjjanies  as 
IBM  and  Sears,  Roebuck  &  Co.  to 
do  a  better  job  for  shareholdei's. 
OVITZ  OUTRAGE.  Gillan  is  deter- 
mined to  maintain  the  pres- 
sure— and  then  some.  She  is 
gearing  up  foi-  new  and  aggi-es- 
sive  lawsuits  to  force  companies, 
for  instance,  to  reform  their 
boards  and  reduce  exorbitant 
compensation.  "You  are  going  to 
see  coiporate  governance  move  into  the 
courts  over  the  next  couple  of  years, 
and  Kayla  Gillan  will  be  there  first," 
says  Sarah  A.  Teslik,  executive  director 
of  the  Council  of  Institutional  Investors. 

On  Feb.  18,  sources  say,  the  CalPERS 
board  is  expected  to  approve  a  mea- 
sure Gillan  is  pushing  to  join  a  share- 
holder lawsuii  against  Walt  Disney  Co. 
claiming  that  Michael  D.  Eisner  and  the 
Disney  board  acted  in-esponsibly  when 
it  agi'eed  to  fork  over  at  least  $93  mil- 
lion in  stock  and  cash  to  President 
Michael  Ovitz,  who  walkcl  away  after 
only  a  year  on  the  job.  '  Ve  are  very 
dismayed  with  the  compel,  ation  pack- 
age that  Disney  dished  to  (  vitz  on  his 
way  out,"  says  CalPERS  Chi  'f  Execu- 
tive James  E.  Burton.  CalPLcs  owns 


The  litigation  strategy  will  be  a  nat- 
lu'al  outlet  for  the  ambitious  Gillan,  who 
has  been  waiting  patiently  for  years  to 
make  her  mark  on  the  corporate-gover- 
nance movement  at  CalPERs.  For  the 
past  decade,  she  worked  closely  with 
two  of  the  founding  gurus.  Dale  M. 
Hanson,  the  former  CalPERS  chief,  and 
Richard  H.  Koppes,  Gillan's  predeces- 
sor. Under  Koppes,  she  wrote  dozens 
of  speeches  attacking  the  likes  of  Gen- 
eral Motors  and  cb'afted  proxy  proposals 
against  such  high-profile  boai'ds  as  Lock- 
heed. Now,  she  and  a  staff  of  10  attor- 
neys cull  the  Top  10  underpeiforniers 
from  a  set  of  thick  blue  binders  of  1,500 
companies.  "In  many  ways,  she  was  the 
brain  tmst,"  says  Koppes,  now  a  lawyer 
in  private  practice. 


For  many  of  those  years,  the  youn 
Gillan  quietly  endured  the  patronizir 
comments  of  high-ranking  tycoons  j 
she  traveled  the  country  laying  oi 
CalPERS'  demands.  "She's  been  in  tl 
wings  for  years  and  has  had  to  take  a 
sorts  of  potshots,"  says  Teshk.  "But  si: 
has  backbone  and  a  real  desii-e  to  pro\ 
how  good  she  is." 

Already,  Gillan's  reputation  as  a  har 
charger  with  an  appetite  for  studyir 
eveiy  shred  of  research  about  a  con 
pany  is  spreading  through  executiv 
suites.  Take  Fleming  Cos.,  the  Okl 
homa  City  food  distributors.  As  part 
her  preparation  for  meeting  with  tl- 
company,  Gillan  read  scads  of  lettei 
from  individual  shai'eholders,  including 
14-page,  hand-wiitten  tirade  from  o: 
specially  irate  investor.  What  othe: 
may  have  dismissed  out  of  hand  as  t' 
I'antings  of  a  crank,  Gillan  studied  closi 
ly,  then  incorporated  the  valid  points 


KAYU  GILLAN 


EXPERIENCE 

August  1996  to  present: 

CalPERS  General  Counsea 

1990  to  1996: 

CalPERS  Deputy  Counsel | 
1986  to199G: 

CalPERS  Staff  Counsel 

EDUCATION 

University  of  California, 
Davis  School  of  Law, 
juris  doctorate,  1984 

California  State  University, 
Sacramento,  BA,  1981 

PERSONAL 

Married,  two  daughters 
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a  meeting  with  Fleming  managemen 
Even  Stride  Rite  Corp.,  which  h; 
appeared  on  the  CalPERS  list  for  tv. 
years  running,  has  grudging  respect  f( 
Gillan.  "Of  coui-se,  we'd  rather  not  be  c 
the  list  in  the  fii'st  place,"  says  Stric 
Rite  Chief  Financial  Officer  John  R 
Kelliher,  who  at  first  refused  to  me( 
with  Gillan  and  CalPERS.  "But  we  haA 
a  good  working  relationship  with  Ka; 
la — she's  put  a  lot  of  time  into  unde 
standing  our  company." 

That's  just  what  executives  at  sue 
high-profile  companies  as  Apple,  Reebo 
and,  soon,  Disney,  among  others,  don 
want  Gillan  to  do.  Their  challenge  no 
is  figuring  out  how  to  keep  their  con 
panies  out  of  her  dreaded  blue  books 
By  Eric  Schine  in  Sacramem 
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TO  PROVE  WE  COULD  CONNECT 
YOUR  VOICE,  VIDEO  &  DATA 
ENTERPRISE  NETWORKS,  WE 
RAN  A  LITTLE  PRACnCETEST 


w 


What  better  way  to  ensure  our  new  ATM  enter- 
prise switches  were  road-worthy  for  private  net- 
works,  than  to  take  them  for  a  test  drive  on  the 
nations  lirst  hitonnation  Highway  —  North  (Carolina's 
SONET/ATM  statewide  network?  SI  After  ail,  aren't 
private  operators  looking  for  the  same  features  a  public 
network  needs  —  system  reliability,  on-demand  scalabilitv', 
and  the  abiHty  to  integrate  new  technology  at  the  Hip  of  a 
switch?  That's  why  we  were  asked  to  help  develop  the  North 
(Carolina  ATM  network  —  a  model  for  the  many  private 
networks  to  follow.  S  But  isn't  this  what  you've  come  to 
expect  from  the  world's  second  largest  computer /telecom- 
municarions  provider?  With  160,000  employees  worldwide, 
we're  fully  capable  of  building  your  network.  No  matter 
how  big.  Or  how  small.  To  learn  more,  call  800-553-3263. 
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SAKS:  A  BIG  SALE 
MAY  BE  JUST  AHEAD 

Bahrain's  Investcorp  International 
likes  to  buy  assets  cheap  and  sell 
them  later  at  hefty  prices.  In  1990,  In- 
vestcoq)  bought  retailer  Saks  Holdings 
(SKU)  from  BAT  Industries.  Last  May,  it 
took  Saks  pubUc  at  25  a  share — but  it 
kept  control  of  63%  of  Saks  stock. 

To  be  sui'e,  Saks  isn't  a  buyout  can- 
didate— yet.  But  some  insiders  argue 

A  TEMPTING  BARGAIN? 


SAKS  HOLDINGS 
STOCK  PRICE 

WEEKLY  CLOSE 


EARNINGS 
PER  SHARE* 

1998  Est  '* 

$1.73 

1997  Est" 

740 

1996*** 

310 
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A  DOLLARS  'YEAR  ENDS  JAN  31 

"REFLECTS  2%  TAX  RATE  DUE  TO  $750  MILLION  TAX-LOSS  CARRYFORWARD 
"*PRO  FORMA  FOR  IPO 

DATA  BLOOMBERG  FINANCIAL  MARKETS,  FIRST  CALL  CORP 

it  might  be  around  the  corner.  "For 
market  players  with  that  investment 
goal  in  mind,  this  is  the  time  to  buy," 
says  one  corporate  insider.  One  hedge- 
fund  manager  agi'ees:  "Saks  is  gi'owing 
fast  and  producing  unusually  strong 
numbers." 

The  stock,  now  at  31,  is  down  from 
its  high  of  40  in  October.  Saks  even 
slumped  to  26  in  late  December  when 
retailing  stocks  got  slammed.  Some 
smart-money  investors  lost  no  time 
snapping  up  shai'es.  Many  of  those  who 
bought  already  had  shares  in  Saks, 
which  owns  Saks  Fifth  Avenue  de- 
partment stores.  Their  reason  to  buy: 
They  see  Saks  as  a  growth  stock  that 
may  be  up  for  sale  before  long. 

Putnam  Investments  took  on  400,000 
additional  shares  for  a  total  of  1.4  mil- 
lion shares.  Also  high  on  Saks:  Welling- 
ton Management,  which  owns  3.2  mil- 
hon  shares,  and  Fidehty  Investments, 
which  holds  1.7  million  shares. 

Analyst  Dani<>l  BaiTy  notes  that  In- 
vestcorp has  tui-iied  around  such  re- 
tailers as  Gucci  (^Iroup  and  Tiffany. 
Saks  management,  lie  says,  has  reposi- 
tioned the  company  for  major  revital- 
ization  and  expansion.  Since  1991,  mar- 
gins have  expanded  from  3.7%  of  sales 
to  9.3%  in  1996.  There's  room  for  fur- 


ther progress,  he  adds.  Same-store 
sales  have  improved  dramatically  from 
a  decline  of  1.9%  in  1990  to  a  gain  of 
10.5%  in  1996 — one  of  the  best  among 
major  retailers.  Saks,  which  has  83 
stores,  is  expanding  mainly  in  Califor- 
nia, Florida,  New  York,  and  Texas. 
This  expansion  will  add  13%  more  sell- 
ing space  in  two  years,  says  Bany. 

Janet  Gardiner,  a  partner  at  Den- 
ver Investment  Advisors,  which  man- 
ages $10  biUion,  says  Saks's  expansion 
is  showing  up  in  "very  strong  earn- 
ings and  revenue  growth."  One  big 
strategic  plus  for  Saks,  she  says,  is  its 
likely  acquisition  of  Barney's  New 
York,  which  filed  for  bankruptcy  pi"o- 
tection  last  year  Bai-ney's  operates  13 
upscale  department  stores.  "It  wiU  give 
Saks  a  chance  to  grow  further  in  the 
U.  S.  as  well  as  abroad,"  says  Gai*diner. 

RAISING  THE  ROOF 
AT  U.S.  HOME 

Investment  manager  Ed  Wachenheim 
looks  for  value  stocks  that  are  "dirt- 
cheap"  but  of  "good  to  excellent  quality." 
He  pays  paiticuliu'  attention  to  the  qual- 
ity of  management.  Based  on  the  five 
stock  picks  discussed  in  this  column  over 
the  past  tlii-ee  years,  his  technique  has 
done  well:  Mellon  Bank  achieved  a  147% 
gain;  disability  insurer  unum  jumped 
119%;  Security-Connecticut  life  insur- 
ance, 61%;  and  Allmerica  Financial,  29%. 
Even  Ford  is  up  a  modest  14%. 

The  latest  pick  of  Wachenheim,  ceo 
of  Greenliaven  As- 
sociates in  Pur- 
chase, N.  Y.,  is 
U.S.  Home  (UH), 
a  low-profile 
Iniilder  Until  late- 
ly, the  company 
has  been  a  wall- 
flower. But  to 
make  itself  more 
visible  on  Wall 
Street,  it  has 
arranged  an  all- 
day  meeting  with 
analysts  on  Mai*.  5 
at  a  retirement 
community  that 
U.  S.  Home  has  buUt  in  Jamesbm-g,  N.  J. 

"This  event  alone  should  kick  up  the 
stock,  since  it  will  be  the  first  time 
that  the  Street  will  get  a  handle  on 
how  well  U.  S.  Home  is  doing,"  says 
Wachenheim.  The  stock,  now  at  26  a 
share,  should  hit  40  to  44  by  mid-1998, 
he  figures,  based  on  his  1998  earnings 


WACHENHEIM:  An 

eye  for  stocks  that 
are  "dirt-cheap" 


estimate  of  $4  a  share.  In  1996,  U.  S, 
Home  earned  $3.25,  fully  diluted.  For 
1997,  Wachenheim  sees  $3.40. 

Arizona,  Florida,  and  Texas  account 
for  53%  of  sales.  The  company  devel- 
ops retirement  communities.  Wachen- 
heim expects  that  demand  will  grow 
rapidly  as  baby  boomers  age. 


WHY  PLAYBOY 
IS  HOT  AGAIN 


rer 


For  20  years,  Playboy  magazine  has|| 
been  losing  circulation,  but  guess 
what?  Some  argue  that  Playboy  En- 
tei*prises  (pla)  is  back.  They  are  read- 
ing positive  signals  in  Playboy,  and  its 
stock  appears  to  have  awakened  from  a 
deep  slumber  From  a  low  of  9  in  mid- 
Januaiy,  it  has  since  climbed  to  1-4 — not 
too  far  from  its  52-week  high  of  16. 

Here's  why.  The  other  side  of  Play- 
boy— its  progi'amming  for  the  Playboy 
Channel — is  growing  fast,  using  the 
Playboy  name  to  become  the  leading 
suppher  of  adult  entertainment. 

Analyst  Dennis  McAlpine  of  Joseph- 
thai,  Lyon  &  Ross  says  distribution  of 
the  Playboy  Channel  has  been  ex- 
panding as  cable  systems  add  chan- 
nels. In  the  quarter  ended  Dec.  31,  the 
number  of  cable-TV  homes  with  the 
Playboy  Channel  available  as  a  pay- 
per-view  channel  increased  by  200,000, 
to  11.2  million.  More  important,  saysj( 
McAlpine,  homes  with  access  to  the 
Playboy  Channel  on  a  24-hour  basis 
have  jumped  by  400,000,  to  4.5  milUon, 
or  40%'  of  all  homes  that  have  access  to 
Playboy  program.  Of  the  70  millioniat; 
homes  wired  for  cable,  1 1  million  have  [  \ 
access  to  the  Playboy  Channel.  Also  a 
inch  source  of  gi*owth:  du'ect-broadcastj;?  r 
satellite  systems.  McAlpine  expects  in- 
come from  electronic  media  to  grow 
from  $9  million  in 

1996  to  $13  mil- 
lion in  1997  and 
to  $20  million  in 
1998. 

For  all  of  Play- 
boy, McAlpine 
foresees  operating 
earnings  jumping 
from  $1.79  a 
share  in  the  year 
ended  June  30, 
1996,  to  $2.15  in 

1997  and  to  $2.75 
in  1998.  The 
stock,  he  figiires, 
should  hit  20  this 
year. 
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E  FUTURE 


HE  NEXT  WORLD 
iCCORDING  TO  CLARKE 

e  2001  author,  who  inspires  physicists  and  engineers,  imagines  the  fourth  millennium 


tBrank  Poole  could 
l_  scarcely  believe 
his  eyes.  He  had 
drifted,  frozen  in 
i  ce,  for  nearly  1,000 
;.rs  since  hal,  the 

ceship  Discovery's 

ant  computer,  mur- 
ed him  by  thrusting 
away  from  his  ship. 

w,  revived  by  doc- 

5  and  regaining  his 

;ngth,  Poole  peered 

m  from  a  room  1,240 

es  above  the  earth. 

Y  God!"  he  cried, 

dng  out  at  a  cylin- 

;al  elevator  tower 

t  tapered  far,  far  be- 

— all  the  way  down 

the  African  plain. 
an,  he  turned  his 
;ie  upward,  where  the 
\'er  stretched  to  the 

isynchronous  orbit 

)00  miles  high. 
\  "space  elevator"? 

it's  pure  science  fic- 

1.  And  yet  the  scene 

n  Arthur  C.  Clarke's 
.'V  novel,  3001:  The 

ml  Odyssey  (Ballan- 

;),  has  an  eerie  and 

ipelling  plausibihty. 

do  the  "brain  caps," 

:ro  robots,  virtual- 

lity  vistas,  and  vacuum-energy  space 

v^es  that  crowd  the  pages  of  Clarke's 

!st — and  last — Odyssey  novel. 

Clarke's  new  musings  on  technology 

lain  as  intriguing  as  ever.  And  sci- 

ists  are  bound  to  take  them  serious- 
'  jecause  Clarke's  Ufework,  more  than 

t  of  any  other  living  writer,  has 

rred  the  line  between  what  man  can 

am  and  what  engineers  can  achieve. 

The  monumental   space  elevator, 

;hed  out  in  Clarke's  Fountains  of 

radise  in  1978,  is  just  one  example. 

i  underlying  physics  "is  veiy  good," 

■lares  Richard  E.  Smalley,  a  Rice 

iversity  professor  of  physics  and 


WARNING 


"Much  of  my 
writing  is  anti-prophetic," 
says  Clarke,  echoing  a 
I  famous  statement  by  fellow 
sci-fi  writer  and  longtime 
friend  Ray  Bradbury.  "I  try 
to  prevent  the  future" 

chemistry  who  won  a  Nobel  Prize  last 
yeai"  for  co-discovering  new  cai'bon  mol- 
ecules called  Buckminster  Fullerenes. 
Strong,  lightweight  cables  of  the  mate- 
rial would  be  ideal  for  building  such  el- 
evators, he  notes.  Clarke's  meticulous 
treatment  "reveals  that  he  would  have 
been  a  wonderful  physicist  and  engi- 
neer," says  Smalley. 

At  his  stately,  high-ceilinged  home  in 
Colombo,  Sri  Lanka,  a  barefoot,  sarong- 
clad  Clai-ke  plays  down  his  role  as  vision- 
aiy.  Suffering  from  post-poUo  syndrome, 
which  keeps  him  in  a  wheelchair  when 
outside  the  house,  the  79-yeai-old  wiiter 
maintains  a  lively  correspondence  vrith 


scientists  and  other  writ- 
ere  via  E-mail.  "Much  of 
my  writing  is  anti- 
prophetic,"  he  says,  echo- 
ing a  famous  statement 
by  fellow  sci-fi  luminary 
and  longtime  Mend  Ray 
Bradbuiy.  "I  try  to  pre- 
vent the  ftitiu'e." 
ALIENS.  Perhaps  so.  But 
in  advance  of  Clarke's 
latest  novel,  a  host  of 
respected  scientists,  en- 
gineers, and  writei-s  are 
saluting  him  for  infus- 
ing science  fiction  with 
verisimihtude  and  help- 
ing to  inspu'e  real-world 
scientists.  "When  you 
dream  what  is  possible 
and  add  a  knowledge  of 
physics,  you  make  it 
happen,"  says  Charles 
Kohlhase,  science  man- 
ager of  NASA's  Cassini 
Mission,  which  will 
launch  an  exploratory 
probe  to  Saturn  in 
October. 

Many  scientists  re- 
spond to  transcendent 
themes    in  Clarke's 
work,  such  as  his  leit- 
motif    of  evolution 
through  contact  with  an 
alien  intelligence.  That, 
plus  nuts-and-bolts  acciu^cy,  "ai'e  a  pow- 
erful combination  that  grabbed  a  lot  of 
us  when  we  were  young,"  says  David 
H.  Grinspoon,  assistant  professor  of  as- 
trophysical  and  planetary  sciences  at 
the  University  of  Colorado. 

Not  everyone  will  love  the  latest 
book.  Readers  and  moviegoers  who 
were  entranced  by  2001:  A  Space 
Odyssey  may  find  that  this  sequel  hasti- 
ly ties  up  a  few  too  many  loose  ends. 
Gone  is  the  epic  sense  of  mystery 
Clarke  and  film  dii-ector  Stanley  Kubrick 
used  to  brand  their  vision  of  space  ex- 
ploration on  the  popular  imagination. 
TVanscendence,  though,  and  whiz-bang 
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technology,  are  here  in  abundance.  In  a 
nutshell:  A  space  tug  at  the  fringe  of 
the  solar  system  picks  up  what  its  cap- 
tain thinks  will  be  another  piece  of 
space  junk.  It  turns  out  to  be  Frank 
Poole,  who  is  revived  from  his  cryo- 
genic sleep.  Poole's  first  task  is  to  ac- 
quaint himself  wath  the  technologies  and 
cultiu'e  of  the  foiulh  millennium  (table). 
Then,  he  heads  for  Jupiter  to  find  for- 
mer 2U01  colleagues  Dave  Bowman  and 
HAL,  who  have  assumed  a  new  exis- 
tence as  part  of  an  enigmatic  monolith. 
Casual  glimpses  of  space  engineering 


teiTnined  that  a  communications  satel- 
lite could  orbit  a  point  in  space — a  "halo 
orbit" — instead  of  circling  a  star  or  a' 
planet.  Tbday,  a  giant  solar  obseivatoiy  is 
en  route  to  such  an  oi"bit  a  million  miles 
from  earth.  Says  Farquhar,  now  dii'ector 
of  the  Near  Earth  Asteroid  Rendezvous 
Mission  at  Johns  Hopkins  University:  "I 
wouldn't  have  started  on  this  thing  if  I 
hadn't  seen  his  stuff." 

Clarke  has  received  many  such  trib- 
utes. In  August,  1992,  NASA  did  experi- 
ments in  space  vrith  a  13-mile  long  teth- 
er— a  step  toward  building  much  larger 


Society  has  rewarded  Clarke  for  !i 
vision.  The  book  2001  has  sold  mc 
than  3  milhon  copies,  and  the  film ; 
shown  regularly  around  the  world.  B. 
lantine  Books  Inc.  gave  Clarke  an  -c- 
vance  of  more  than  $1  million  for  JOi 
a  record  for  a  sci-fi  work.  His  literf 
agent  figures  some  70  million  copie- 
Clarke's  books  have  appeared  over 
50-year  career  Eight  of  his  novels  ha 
been  optioned  for  movies,  including  7 
Hammer  of  God,  which  was  snappi 
up  by  Steven  Spielberg. 

Clarke's  rewai'd  didn't  depend  on  p  - 


'1 


^  ./S>v    THE  HUMAN  CONDITION,  CIRCA  3001 

1,000-YEAR  ^  ^NHSn-  wKffS     HABITAT  Only  1  billion  people  inhabit  the  earth.  The  rest  live  in  Star  City, 

SLEEP         \(ft   fli^i  ^  ^'^"^  "^'"^^    geosynchronous  orbit  around  the  planet,  anchored  to  earth 

^  '4S^ES^^^^^        by  four  Space  Towers  that  double  as  elevators. 

^^^^nO^mii^flC  Forget  studying.  Snap  on  a  brain  cap,  calibrated  to  your  indi- 

^^^H^i^^ipr  vidual  capabilities,  and  download  all  the  data  and  skills  you  need.  ^ 

■    ^^^^j^^^r-  ^       ^      CULTURE  20th  century  religions  are  discredited  as  evil  and  irrational., 
.^^^^r^^^cA^      but  the  concept  of  God  persists.  Circumcision  and  "corpse'food"  are  out; 
^^^P^  ^^■P^^      vegetarianism  is  in.  j 

J^^^'  TRANSPORT  "Inertialess"  drives— essentially, 

controllable  gravity  fields— whisk  passengers  to  Star  City  in  hours,      ?  v- 
and  beyond  to  the  outer  planets. 

ENTERTAINMENT  In  Star  City's  controllable  gravity,  you  can  don  physical  wmgs 
and  fly  through  simulated  landscapes,  from  Himalayan  passes  to  prehistoric  savannas 
populated  by  dinosaurs. 

CRIME  Braincaps  keep  almost  all  humans  civil.  A  tiny  minority  of  lawbreakers  are  put  in 

psychic  straitjackets  and  serve  time  as  benign  servants.  , 


are  a  high  point.  That's  no  surprise: 
Most  of  Clarke's  serious  work  for  the 
past  half-centmy  relates  to  satellites  and 
orbits.  In  1945,  a  four-page  article  titled 
"Extra-TeiTestrial  Relays"  in  the  British 
magazine  Wireless  World  secured  his  in- 
fluence. Clarke,  then  27  and  without  a 
university  degi-ee,  argued  that  it  should 
be  possible  to  blanket  earth  with  sig- 
nals fi'om  three  communications  satel- 
lites spaced  apait  in  geosynchi'onous  oi'- 
bit.  Coming  12  years  before  Sputnik, 
the  article  went  largely  unnoticed.  Yet 
today,  oui'  planet  is  linged  with  geosyn- 
chronous communications  satellites  in 
what  some  people  call  "Clarke"  orbits. 

As  an  undergraduate  at  King's  Col- 
lege, London,  Clarke  became  enthi-alled 
with  so-called  libration  points  between 
two  or  more  orbiting  bodies,  where  gi-av- 
itational  forces  cancel  each  other  out.  He 
proposed  that  systems  comprising  two 
satellites  could  be  situated  at  such  points 
to  permit  continuous  contact  with  the 
far  side  of  the  moon.  In  1966,  his  writing 
on  the  subject  inspired  a  gi-aduate  stu- 
dent named  Robert  W.  Farquhar.  After 
coiTesponcUng  with  Clai'ke,  Fai-quhar  de- 


stnictiu'es.  In  the  Atlantis'  in-orbit  press 
conference,  the  crew  paid  tribute  to 
Clarke  by  flashing  a  copy  of  Fountains 
of  Paradise. 

GOLD  STANDARD.  Then  there's  hal,  the 
H-euristically  progi'ammed  AL-gorith- 
mic  computer.  His  talents  remain  far 
beyond  the  gi-asp  of  modem  computer 
science,  but  he's  still  the  gold  standard 
in  aitificial-inteUigence  circles.  "This  kind 
of  conversational  metaphor  for  human- 
computer  interaction  dominates  eveiy- 
thing  we  do,"  says  James  C.  Lester,  an 
assistant  professor  of  computer  science 
at  North  Carolina  State  LIniversity. 

Clarke's  commitment  to  realism  stems 
fi'om  science  training.  After  World  War 
II,  he  took  just  two  years  to  earn  first- 
class  honors  in  physics  and  mathematics 
from  King's  College.  Then,  he  got  the 
ideal  job  for  a  budding  sci-fi  vmter:  as- 
sistant editor  of  Physics  Abstracts  at 
the  Institution  of  Electrical  Engineers. 
It  gave  him  access  to  the  latest  re- 
seai'ch,  wliich  had  been  squelched  duiing 
the  war,  and  established  a  disciphned 
respect  for  cuiTent  findings,  which  he 
tracks  via  the  Internet. 


dictive  accuracy.  Like  most  writers  I 
the  '60s,  he  imderestimated  the  impei 
ing  mici'oprocessor  revolution.  No?'  < 
he  di'eam  up  all  of  the  ideas  in  his  boi  > 
Artificial  intelligence,  brain  implants,  ;i  i 
even  space  elevators  have  preceden;. 
which  Clarke  carefully  lists  in  his  novn 
acknowledgements.  Still,  as  celebrati 
Red  Mars  author  Kim  Stanley  Rob- 
son  notes,  the  scientific  rigor  permeatig 
Clarke's  80-odd  works  of  fiction  and  nci- 
fiction  has  made  him  godfather  to  a  g( 
eration  of  "hard  science  fiction"  wiite; 
It  hoists  him  above  the  popular — a  J 
wholly  unscientific — genre  of  space  f;  - 
tasy  epitomized  by  Star  Wars. 

Clarke's  work  reflects  his  persoi  J 
odyssey  from  math-and-physics  mai 
to  penniless  wiiter  to  well-rewarded  - 
sionary  in  a  secluded  paradise.  Whe 
he  still  has  a  fii'm  grip  on  life,  Clare 
has  ah-eady  composed  his  epitaph:  "le 
never  grew  up;  but  he  never  stoppi 
growing."  Clarke's  ideas  have  helpi 
civilization  gi'ow.  Engineers  will  be  m  - 
ing  his  works  for  years  to  come. 

By  Steven  V.  Bndl  in  Colombo,  < 
Lanka,  and  Neil  Gross  in  New  York, 
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You're  ofi^ 
How  did  yff 


Helicopter 


Parachute 


Elevator 


X 


An  elevator? 

Ever  since  Frank  Lloyd  Wright 
first  proposed  it  in  the  1950's,  the 
mile-high  skyscraper  has  been  an 
elusive  goal  for  architects  and  builders. 
Now  it's  within  reach.  Because 
Otis  has  devised  the  world's  first  integrated 
building  transit  system:  Odyssey.™ 

Now  architects  and  builders  can  forget  the  old  constraints.  They  can 
build  as  high  or  as  wide  as  they  like.  They  can  interconnect  structures.  Move 
people  vertically  and  horizontally  in  the  same  secure  vehicle.  And  transport  them  from  remote  parking 
facilities  to  the  60th  floor  In  as  little  as  90  seconds. 

Don't  be  surprised.  No  United  Technologies  company  Is  a  stranger  to  getting  in  on  the  ground 
floor.  Or  making  it  to  the  top. 

The  view  alone  is  worth  it. 


^  United 
Technologies 


3tis    Carrier    Pratt  &  Whitney    Sikorsky    Hamilton  Standard    UT  Automotive 
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CUSTOMER  CODE  32IS«7« 
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smcte-roucH  activation 


This  Wallet  May  Not  Exist  Yet, 
But  The  Microprocessor  For  It  Does. 


To  sec  the  future  ot  persona!  access  to  iiitormatuMi,  coninuinication  and  entertain- 
ment, )iist  check  your  hip  pocket.  Or  look  on  your  wrist.  Or  in  your  j^hisses. 

Because  that's  where  the  electronics  revolution  is  headed.  Ott  the  desktop  and  out 
into  the  world  at  large. 

It's  a  journey  that  requires  an  entirely  new  microprocessor  technology.  One  that  does 
tar  more  with  tar  less  ni  terms  oi  power  consumption,  space  recjuirements  and  cost. 

Enter  the  Hitachi  SuperH'"  Series,  a  revolutionary  RISC-based  microprocessor  that 
packs  maximum  functionality  into  minimum  space.  All  while  proviciing  the  low  power 
and  optimal  price:performance  required  by  portable,  handheld  products. 

Not  surprisingly,  the  SH  leacis  the  world  m  RISC  processor  shipments.  Just  one  more 
example  of  Hitachi's  commitment  to  research  ik  development,  an  ettort  that's  world- 
wide in  scope.  All  part  ot  our  vision  to  make  technology  that  tits  the  way  you  live. 
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HITACHI 

A  lOIALLY  Nt  W  VISION 


evelopments  to  Watch 


TED  BY  NEIL  GROSS 


DON,  NONSTICK  SILK? 


IINK  OF  THAT  CREAM-COL- 

ed  silk  blouse — so  soft,  so 
(autiful,  so  vulnerable  to  a 
ilash  of  tomato  sauce.  But 
aybe  not  for  long.  DuPont 
3.  has  figured  out  a  way  to 
•ply  a  water-based  Teflon 
lish  to  silk.  The  Teflon 
rms  a  molecular  barrier 
ound  the  silk  flber  that  re- 
5ts  liquid  stains,  dust,  and 
'il  without  changing  the 
el  of  the  delicate  fabric  or 
teracting  with  diy-cleaning 
lemicals.  And  tho  process 
Ids  only  pennies  to 


the  cost  of  the  material. 

So  fai;  the  only  apparel 
maker  using  Teflon-coated 
silk  is  New  York's  Adrianna 
Papell,  which  is  making 
"Safe  Silk"  the  centerpiece 
of  its  spring  Une.  But 


DuPont  believes  there  are 
many  other  potential  cus- 
tomers. The  chemical  giant 
is  also  looking  at  Teflon's  ap- 
plication to  rayon,  linen,  and 
other  fabrics. 

Teflon  has  been  a  popular 
coating  on  rainwear  and 
snow  gear  for  years.  But  its 
use  on  ready-to-wear  cloth- 
ing has  been  growing  fast. 
It  now  represents  50%  of 
sales  at  DuPont's  Teflon  Ap- 
parel, up  from  less  than  5% 
five  years  ago,  says  Paige 
Wheeler,  marketing  manager 
for  Teflon  Apparel.  Bring  on 
the  lasagna.  Susan  Chandler 


mm  NEW 

RSIONS  OF  A  HOT 
NOERDRUG 

OLOGISTS  RAVE  ABOUT  AN 

cancer  compound  called 
thilone  A  because,  com- 
;d  with  other  common  che- 
herapy  drugs,  a  relatively 
,11  amount  is  required  to 

certain  types  of  tumor 
;.  In  nature,  the  compound 
•roduced  by  a  bacterium. 
V  chemists  in  Cahfornia 

New  York  have  figured 

how  to  synthesize  it  us- 
off-the-shelf  chemicals,  and 
'  to  create  variations  that 
r  be  even  better  at  attack- 
specific  tumor  types. 
>'re  using  oui"  imagination, 

intuition,  and  computer 
lels,"  says  K.  C.  Nicolaou, 
I  led  a  team  of  scientists  at 
Scripps  Reseai-ch  Ip.stitute 
La  Jolla,  Calif.  At  the 
Tiorial  Sloan-Kettering 
icer  Center  in  New  York, 
mwhile,  a  group  led  by 
luel  J.  Danishefsky  used  a 
3rent  approach  to  synthe- 

epothilone  A.  The  Sloan- 
tering  group  is  also  de- 
ling variants  and  testing 
m  against  tumor  cells  in 

lab. 

ilpothilone  A  kills  tumor 
5  by  preventing  them  from 


dividing  and  replicating.  In  lab 
tests  at  the  National  Cancer 
Institute  in  Bethesda,  Md., 
epothilone  A  has  proven  ef- 
fective against  lymphoma, 
colon  cancer,  and  ovarian  can- 
cer cell  lines — some  of  wWch 
resist  other  dings,  including 
Bristol-Myers  Squibb  Co.'s 


trademarked  drug  Taxol.  Un- 
like Taxol,  the  new  compound 
is  water-soluble  and  thus  eas- 
ier to  administer  to  patients. 
Both  research  groups  are  ne- 
gotiating licenses  with  drug 
companies.  They  say  that  on- 
going animal  tests  look 
promising.     David  Graham 


NOW,  THE  E.R.  CAN  BE  A  HEARTBEAT  AWAY 

ER  DEVOTEES  MIGHT  FEEL  THAT,  ONCE  AT  THE  EMERGENCY 

room,  they'll  be  saved  fi'om  any  injury  or  illness  with  the 
latest  technology.  But  what  if  you  don't  get  to  the  hospi- 
tal that  fast?  Thanks  to  a  revolution  in  microelectronics, 
parts  of  the  E.  R.  might  come  to  you.  To- 
day, there  are  enough  pocket-size  diag- 
nostic tools  available  at  low  enough 
prices  for  doctors  or  nurse/practi- 
tioners to  begin  treating  patients 
as  soon  as  they  reach  them. 

Technology  Transfer  Inc.  in 
Lafayette,  Ind.,  for  example,  has 
developed  a  1.1 -pound  ekg  unit 
to  diagnose  iiTegular  heart  ac- 
tivity. When  the  $2,950  device  is 
connected  to  a  modem,  doctors 
can  monitor  heart  patients  over 
the  phone.  Other  palm-size  units: 
Pulse  oximeters  for  $400  to 
$2,000  fi-om  Nellcor  Puritan  Ben- 
nett Inc.  in  Pleasanton,  CaUf.,  that 
monitor  the  oxygen  reaching  tissues 
and  a  $4,500  blood  analyzer  from  i-Stat 
Corp.  in  Pi"inceton,  N.J.  Even  broken  bones  can  be  diag- 
nosed remotely  with  a  portable,  30-pound  X-ray  unit 
from  MinxRay  Inc.  in  Northbrook,  111.      Catherine  Amst 


A  WIRELESS  MODEM 
THAT  COULD  LEAVE 
EM  IN  THE  DUST 

NEW  YORKERS  MAY  SOON  BE 

cruising  the  Internet  at  some 
of  the  fastest  speeds  avail- 
able in  the  U.S.  By  summer, 
an  Israeli  modem  company 
called  New  Media  Communi- 
cations will  start  shipping 
high-speed  wireless  modem 
cards  to  technology  holding 
company  CellularVision  Tech- 
nology &  Telecommunications 
(CT&T)  in  Freehold,  N.J.  The 
modems  will  be  handed  over 
to  ct&t's  New  York-based  li- 
censee, CellularVision  USA, 
which  plans  a  commercial 
rollout  in  Manhattan  in  about 
six  months. 

Plugged  into  personal  com- 
puters and  linked  to  small,  6- 
in.-by-6-in.  antennas,  the 
modems  can  download  data 
over  a  high-frequency  (28  gi- 
gahertz) microwave  channel 
at  a  blazing  54  million  bits 
per  second — about  1,600 
times  faster  than  a  typical 
home  modem. 

Subscribers  won't  be  able 
to  take  advantage  of  those 
speeds  right  away.  Henry  T. 
Nicholas,  president  of  rival 
modem  maker  Broadcom 
Corp.  in  Irvine,  Calif.,  points 
out  that  most  PCs  can 
handle  only  10 
megabits  per  sec- 
ond. But  as  PC 
technology  contin- 
ues to  improve, 
the  higher  capacity 
will  come  in  handy, 
say  CT&T  executives. 

The  technology 
that  makes  this  pos- 
sible is  called  local 
multipoint  distribution 
service,  or  lmds.  De- 
veloped by  CT&T,  it  has 
been  tested  in  Canada  and 
Russia,  as  well  as  in  New 
York.  New  Media  devised 
special  software  and  chips, 
and  recently  won  a  $30  mil- 
lion order  from  ct&t  for 
100,000  modems.  □ 


FOR  FURTHER  INFORMATION:  Go  to  Business  Week  Online  at  America  Online  or  E-mail  dtwfeb@businessweek.com 
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The  good  news  about  our 
Web-deployable  software  is  that  you  can 
set  up  an  office  anywhere. 


( The  bad  news  is,  we  mean  anywhere. )         Suddenly,  no  potential  liusiniioti 

plan  too  aniliilious.  By  olfering  instantane( lar 
information  from  virtually  anywhere,  LAWSON  INSIGHT  "  Bien 
no  matter  where  they  are.  New  sites,  large  or  small,  can  he  hooked  up  in  i  ifil 
information,  functional  harriers  c  rumhle.  smoothing  the  way  for  Activity-Based  Management. si i, 
Fact  is,  our  financials,  human  resources,  procurement  and  supply  chain  process  suites  can  help  your  husine  jn. 


VisU  us  at 
www.  lawson.com/insight 
or  call 
1-800-477-1357. 


U^iAfSON 

Software 


note,  no  expansion 


access  to  critical  financial 


lent  System  enables  people  to  work  faster  and  smarter 


'ed  to  months  or  even  years).  And  because  everyone  has  access  to  the  same 


il  teams  can  work  together  more  efficiently  and  react  swiftly  to  changing  market  conditions. 


action  of  the  cost  of  expanding  your  current  network.  LAWSON  INSIGHT,  ilccausc  the  future  can't  wait. 


Entertainment 


GAMES 


SHOOT  A  CYBORG. 
SKI  AN  ALP. . . 


Hollywood  is  scrambling 
to  build  entertainment 
complexes  that  are  both 
theme  park  and  video  arcade 

No  one  likes  a  good  arcade  game 
more  than  Steven  Spielberg.  He 
has  them  thi-oughout  his  home  in 
Los  Angeles,  and  his  favorite 
games  are  fixtures  in  the  lunchi'oom  and 
meeting  areas  at  his  company,  Dream- 
Works SKG. 

But  Spielberg  is  no  longer  content 
to  play  games  designed  by  someone 
else.  He's  designing  his  own,  and  he 
wants  an  ET-size  blockbuster.  His 
breakthrough  game.  Vertical  Reality, 
gives  new  meaning  to  the  video-game 
command,  "advance  to  the  next  level." 
Four  players  strapped  in  moving  seats 
shoot  it  out  with  evil  Cyborgs,  advanc- 
ing stoiy  by  stoiy  up  a  24-foot  video  im- 
age of  a  skyscraper  Take  a  hit,  and  you 
fall  back  to  gr'ound  level.  The  payoff?  A 
24-foot  ft-ee  fall  for  the  game's  winner. 

Part  carnival  ride,  part  video  game, 
Vetiical  Reality  debuts  on  Feb.  20  in 
Seattle  with  the  opening  of  GameWorks 
Seattle.  The  30,000-square-foot  mega- 
iux-atle  is  a  joint  venture  of  DreamWorks, 
Universal  Studios,  and  Japan's  Sega  En- 
tei-prises.  It's  just  the  fii-st  of  more  than 
100  such  entertainment  centers  that  the 
ventiu'e,  Sega  GameWorks,  plans  to  open 


MONTGOMERY:  An  ''environment  for  repeat  visitors" 


over  the  next  five  years.  Each  is  ex- 
pected to  cost  as  much  as  $20  million. 

Sega  GameWorks  may  be  the  first 
and  splashiest  studio-backed  foray  into 
so-called  location-based  entertainment, 
but  it's  hardly  alone.  On  Feb.  21  in 
Thousand  Oaks,  Calif.,  Walt  Disney  Co. 
will  open  the  fii'st  of  perhaps  100  Club 
Disneys,  aimed  at  young  families  with 
children  aged  4  to  10.  Also  in  the  works 
is  a  chain,  tentatively  called  Disney 
Quest,  with  lides  and  interactive  games 
aimed  at  young  adults.  Viacom  Inc.  and 
Hilton  Hotels  Coi-p.  are  developing  Stai" 


NOT  JUST  FOR  KIDS 

Studios  are  redefining  video  arcades  by  opening 
high-tech,  high-concept,  interactive  family  playlands 

GAMEWORKS  A  joint  venture  of  DreannWorks,  Universal,  and  Sega. 
The  first  opens  on  Feb.  20  in  Seattle;  more  tfian  100  are  planned 

CLUB  DISNEY  Elaborate  interactive  play  center  opens  on  Feb.  21  in 
Thiousand  Oaks,  Calif.;  Disney  plans  to  open  around  100 

SONY  Urban-entertainment  center  opens  in  San  Francisco  in  1998,  with 
theaters,  rides,  stores,  restaurants,  and  electronic-play  areas 

VIACOM  A  joint  venture  with  Hilton  Hotels  will  put  Star  Trek  entertainment 
areas  in  Hilton  casinos,  starting  with  the  Las  Vegas  Hilton  in  July 


DATA:  COMPANY  REPORTS 


Ti-ek  entertainment  areas  in  Hiltoi 
owned  casinos.  And  Sony  Corp.  is  buil( 
ing  a  mammoth  "urban-entertainmei 
center"  in  San  Francisco  that  is  sche( 
uled  to  open  next  year 
HUGE  POOL.  All  of  these  attractionF: 
cater  to  those  who  yearn  for  safe  eij 
tertainment  outside  of  the  home.  And 
arcades  seem  penny  ante,  consider  thi 
Americans  spend  $8  billion  a  year  o 
video  games  and  jukeboxes  at  soni 
5,000  arcades,  many  of  which  are  d( 
cidedly  unshck,  mo 
and-pop  affairs.  Ti 
new  high-tech  a: 
cades  are  often  ne 
a  theater  megapL 
and  a  high-profi! 
restaurant  such 
Planet  Hollywood 
Hard  Rock  Cafl 
"They're  trying 
appeal  to  the  broai 
est  cross-segment 
the  population,"  saj 
entertainment  an; 
lyst  Paul  C.  Mars 
at  Cowen  &  Co 
New  York. 

Take  Game  Work 
Veriical  Reality  is 
the  entrance,  alon 
with  other  main  a 
tractions,  such  as  a 
eight-person  virtue 
reality  shoot-'em-up  that  displays  eai 
player's  picture  at  the  bottom  of  th 
screen.  At  GameWorks'  70,000-squar( 
foot  Las  Vegas  site,  opening  in  Jul; 
there's  a  70-foot-high  climbing  garni 
Other  games,  such  as  Alpine  Racer  an 
Wave  Runner,  simulate  sports  thril 
with  built-in  faux  snowbanks  and  ocea 
waves.  There  are  more  generic  vide 
games  in  the  Loading  Dock,  where  wii 
ners'  pictures  are  shown  on  big  vide 
monitors.  There's  also  a  Starbucks  coffe 
shop  and  a  microbrewery.  "We  want  t 
create  an  environment  for  repeat  vis 
tors,  part  of  the  list  of  places  you  war 
to  go  when  you  go  out  at  night,"  saj 
Sega  GameWorks  President  Michat 
Montgomeiy. 

Although  execs  may  not  want  to  a( 
mit  it,  GameWorks  and  its  brethren  ai 
aping  the  concept  of  Dallas-based  Dav 
&  Busters  Inc.  The  15-year-old  chai 
has  nine  baiVrestaurants  with  huge  gan 
ing  areas.  Costing  $11  milhon  apiece  t 
build,  each  Dave  &  Busters  is  a  virtui 
money  machine.  More  than  a  millio 
people  visit  each  location  annuall; 
spending  as  much  as  $15  million  at  eac 
site.  About  half  of  that  revenue  is  sper 
on  games,  which  have  90%  margins. 
No  wonder  big  entertainment  comp? 
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Special  Advertising  Section 


Technology  continuously  changes  the  way  we  do  business.  To  help  maintain  the 
competitive  edge,  business  professionals  are  constantly  looking  for  new  products  and 
services.  That's  where  the  Technology  Guide  steps  in.  This  advertising  directory  of  technology 
marketers  provides  both  readers  and  advertisers  with  invaluable  contacts— instantly. 

For  fast  response,  call  the  phone 
numbers  within  each  adyertiseiiieiit,  or  1^^^ 


Toll  Free  FdH-On-Demand 

Immediately  retrieve  useful,  detailed  information  about  any  or  all  of  the 
Technology  Guide  advertisers— all  through  the  convenience  of  your  fax  machine. 
Call  800-217-31 53,  then  enter  the  specific  access  code  below: 


1.  Communicolor 

2.  FaxSav  Incorporated 

3.  Microcom,  Inc. 

4.  Microrimlnc. 


5.  Rainbow  Technologies,  Inc.  1005 

6.  Solomon  Software  1006 

7.  St.  Bernard  Software  Inc.  1QQI 


Within  minutes,  your  requested  information  will  be  faxed  directly  to  you. 


Advertisers,  for  more  inforniation,  call  888t21  9-2754 


story  of  sending  an  urgent  one 
page  document  from  New  York  to  London 


(in  1997  dollars) 


Pony  Express  1860 

Cost  of  delivery:  Transportation 
(round  trip  steamship  fare 
including  crating  livestock)  — 
$6,800 

Average  speed: 

1 6  days  excluding  livestock 
quarantine 

Fax  Machine  1982 

Cost  of  delivery:  $4.97 
Average  speed: 

5  minutes  (if  you  didn't  have 
to  wait  in  line) 

FaxSav  for  Internet  1997 

Cost  of  delivery:  23C 
Average  speed: 

In  seconds 


FaxSav  is  revolutionizing  the  world  of  faxing  in  mucf)  the  same  way 
that  faxing  has  revolutionized  the  world  of  business. 
Visit  our  web  site  to  fax  10  pages  free  to  anywhere  in  the  world! 
http://www.faxsav.com,  Email:  internet1@faxsav.com 


TARGETING 

THI  RIGHT  OFFE 
TO  THE  RIGHT  AUDIENCE 


Add  Marksmanship  to  Your  Marketing  Efforts 

Has  competition  in  your  marketplace  thrown  your 
marketing  efforts  off  target?  Does  tossing  your  product 
to  the  masses  lack  the  pinpoint  accuracy  required  to  hit 
the  bullseye?  Are  you  wasting  your  valuable  advertising 
dollars  on  a  "shotgun"  approach  to  marketing? 

Then  you  need  to  target  your  audience.  Deliver  a  direct 
message  that  hits  the  mark.  Create  offers  that  get  sales  and 
build  customer  loyalty.  Track  response  and  data  on  your 
buyers.  You  can  make  your  marketing  efforts  more  effec- 
tive while  decreasing  production  costs. 

Comniunicolor  helps  you  do  all  this  -  and  more. 

.Sound  like  what  you're  looking  for?  Then  call  us  today !   1 } 


CIO 


M 


M 


U 


N 


tor  Internet  Taking  taxing  to  tht  next  generation 


Your  Creative  Wrect  Mall  fertvier 
CBOQ]  84B-7040 

www.communicolor.com 


/cr  W  I  N  D  0  W  S* 


''A  proven  system  that  delivers  more  than  best-of-breed  accounting" 


The  Foundation  Upon  Which  To  Build. 


Designed  for 


If  you're  serious  about  gaming  competitive  advanUige  from  your 
infoniiation  systems,  look  no  further  than  Solomon  IV"  for  Windows.® 
Why'.'  Because  .Solomon  IV  is  specifically 
designed  for  leading  middle  miirkel 
organizations  committed  to  improving 
their  business  performance.  In  fact, 
Solomon  IV  is  much  more  th;in  "just" 
a  financial  system  —  it  is  the 
foundation  upon  which  to  build. 

Solomon  IV  offers  your  business  a  comprehensive  suite  ol  hest-ol- 
breed  accounting  and  operational  modules,  and  offers  seamless 
integration  to  top-rated  "best  practices"  software. 


Need  More  Proof? 

Don't  |iisi  take  our  word  for  it.  Thousands  of  businesses  in  more  than  400  different 
industnes  ;m)iind  the  world  have  already  found  the  man\  "riches"  of  Solomon  IV: 


Microsoft 
BackOffice 


EDITORS' 
CHOICE 


"When  it  comes  Id  adaptable  accoiiiitiiig  software,  Solomon  IV 
for  Windows  is  hard  to  heal.  Solomon  Software  appears  to 
he  line  of  those  companies  thai  is  doint>  things  right..." 

~VB  Tech  Journal.  August  19% 

Base  Your  Business  On  A  Solid  Foundation. 

If  you're  senous  about  building  the  success  of  your  business 
on  the  best  foundation  available,  call  Solortion  Software  1-888-875-9071 
or  419-424-0422  for  information  on  Solomon  IV  and  a  free  Multimedia 
CD-ROM.  Of  send  email  to;  sales(o  solomon.com,  or  visit  us  on  the  Web, 
at  www.solomon.com 


]  M  Solomon  Software 


ft  COMPANY  OF  TLB  INC. 


Solomon  IV  is  .1  iiademark  of  Solomon  Software  (TLB.  Incorporated).  Product  names  mentioned  herein  may  be  tiademarks  and/or  registered  trademarks  of  their  respective  companies. 


Your  Most  important 
Data  Is  Not  Protected 

ey  NT  and  NetWare  applications  (email,  databases, 
intranets,  word  documents,  spreadsheets,  etc.)  are 
usually  open,  so  they  don't  get  backed  up! 

e's  no  need  to  change  your  existing  backup  package. 
Let  St.  Bernard  Software  come  to  your  rescue! 


Only  From 

Your 
N's  Best  Friend 


1-800-782-3762 
619-676-2277 
www.stbernard.com 


St.  Bernard 
software 


Open  File  Manager  works  witli  these: 


LEGATO 


Plus  All  Other- 
Backup  Pockoges^  * 


? Seagate 

Software 

nard  and  Open  File  Manager  are  trademarks  of  St.  Bernard  Software.  Open 
anager  is  produced  and  distributed  under  license  from  Cheyerme  Advanced 
ology.  Limited,  a  wholly-owned  subsidiary  of  Cheyenne  Software,  Inc. 
wide  patents  granted  or  pending.  All  other  trademarks  and  registered 
larks  are  hereby  acknowledged. 


Click. 
Drag. 
Drop. 

It's  that  easy  to  steal  your  software. 


Receive  your  Frfh  guide: 
How  to  stop  piracy  and 
increiise  your  software  sales. 
Call  1-800-705-5552  or 
visit  www.rainbow.com. 

SEnrinEL 

Software  Prote<:tion 

The  '  1  solution  to  piracy 
Used  by  over  20,000  developers  worldwide 

^^IS^^I^IEK^^lAf  Tel  (714)  450-7300  •  Fax:  (714)  450.7450  •  Distribulors  Worldw 
^figntJ^^MWWmm^^  mm    E^ail    ien(inelg>rainbowcom   •  Web   www  rainbow  o 
T   [   C   H   N   0   I   0   G   I   [   S   ,,,   i„.  ....r..  


As  a  developer,  your  prod- 
uct is  vulnerable  to  piracy 
every  time  it  is  used.  Just 
one  copy  in  the  wrong 
hands  could  result  in 
unauthorized  distribution 
worldwide  via  diskette, 
c:n-ROM  or  the  Internet. 


<ywhere,  everyday, 
•y  time  you  make  a 
lection,  you're 
hed  by  Microcom. 

;om  is  an  industry  leader  in 
;hnological  development  and 
ution  of  remote  access  solu- 
idopted  by  millions  of  users 
vide,  particularly  those  using 
ernet  and  corporate  intranets. 
;om's  numerous  innovations  in 
n  technology,  network  man- 
!nt,  and  access  software  have 
d  the  door  to  our  new  and 
g  partnerships  s^h  as 
ioft,  Netscape,  cUco  Systems, 
Btworks,  Hewlett  Pafckard,  and 
If  Technologies.  \ 

800-822-822^ 

FAXconnecJ/on;  1-800-285-2802 


\ll  the  Right  Connections. 


p://w  WW.  microcom.com/ 

51-10W  •  UK,  (44)  1  4N  242  NO  •  France  33  (1|  4<  62  68  68  •  Singapore  (6S|  348-6628  Austnlia  (612)  418-6688  • 
Qermany  (49)  231  90  26  610  •  Japan  |81)  3  3276 1041  •  South  Africa  (27)  11  320  6888 
•  Latin  Anwrica  (954)  783-2497  •  Czech  Republic  (42)  49  541 0190 
0  Microcom,  Inc.  All  rights  nservwl. 


DON'T 

Keep  It 
a  Secretl 

Get  the  word  out  about  your 
business,  product  or  service 
on  the  World  Wide  Web... 
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O  Ready-to-use  Web  sites  and  forms 
O  32-bit  Database  Application 
O  Includes  HoTMetaL  light! 


$ 


95 

SRP 


Submit  THIS!  -  Premade  Web  Sites  With  Data  Collection 
Made  Easy.  No  Programming  OR  Scripting  Required! 


(Umicrorim 

A  Subsidiary  of  Abacus  Software  Croup 


Call  1.800.628.6990 

http;//www.inicrorim.coin  : 
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nies  want  to  play,  too.  Disney  set  up 
Disney  Regional  Entertainment  to  de- 
velop these  mini  theme  parks  last  year. 
It's  hoping  baby  boomers  will  pay  $8 
apiece  to  visit  Club  Disney,  a  playgi-ound 
where  they  and  their  kids  can  make 
their  own  animations,  star  as  Buzz 
Lightyear  in  their  own  dress-up  play,  or 
hold  birthday  parties  in  private  rooms. 
Club  Disney  is  designed  to  draw  cus- 
tomers li"om  a  30-  to  40-mile  radius,  says 
James  A.  Rasulo,  senior  vice-president  at 
Disney  Regional  Entertainment.  "And  if 
it  works  in  these  small  trading  areas, 
there's  no  reason  [why]  we  couldn't  have 
more  than  100  nationwide,  and  no  rea.son 
[why]  we  couldn't  take  it  worldwide." 
Beyond  Club  Disney,  the  company  is  also 
developing  a  chain  of  ESPN  Sports  Cafes 
antl  a  chain  of  Disney  Quest  arcades  fea- 
tuinng  traditional  video  games  and  spe- 
cially created  virtual-reality  games  for 
young  adults. 

LIVING  BOOKS.  Sony's  plans  are  even 
moi'e  elaborate.  Sony's  San  Francisco 
venture  is  a  350,000  scjuai'e-foot,  four- 
story  entertainment  comple.x  that  fea- 
tures a  15-sci'een  theater  plus  a  3-D 
IMAX  theater.  A  45,000-scjuare-foot  ar- 
cade will  have  virtual  reality  and  simu- 
lator rides  and  video  games  that  are 
being  developed  from  scratch  by  Sony. 
The  children's  area  is  stocked  with  char- 
acters licensed  from  Where  the  Wild 
Things  Are  author  Maurice  Sendak.  A 
separate  science  area  is  based  on  the 
David  MacCauley  book  The  Way  Things 
Work,  and  there  will  also  be  themed 
restaiu'ants  and  retail  stores.  Sony  plans 
to  put  them  all  over  the  countiy. 

With  all  the  millions  that  the  big  en- 
tertainment companies  are  pouring  into 
the  concept,  you'd  think  they  couldn't 
lose.  But  several  similar  gi-and-scale  en- 
tertainment sites  have  failed  miserably 
in  recent  years,  though  they  didn't  fea- 
ture the  same  hybrid  of  video  game  and 
thrill  ride  as  the  new  breed  does.  Block- 
buster Entertainment  Group's  Block 
Parly  arcades  haven't  taken  off,  and  its 
once  popular,  low-tech  Discovery  Zone 
youth  centers  filed  for  bankniptcy  pro- 
tection last  year'. 

Then  ther-e  is  Iwer-ks  Entertainment 
Inc.,  which  planned  to  build  50  Cine- 
tr-opolis  sites — 360-degr-ee  theater's  that 
doubled  as  dance  clubs  at  night — and 
ended  up  with  two;  one  has  since  closed. 
"We  raised  .$50  million  but  blew  thr'ough 
it  pretty  fast,"  says  Vito  Sanzone, 
Iwer'ks'  vice-president  of  marketing.  Its 
ambitions  trimmed,  Iwerks  is  now  in- 
stalling its  simulator  rides  for  free  at 
sites  such  as  Dave  &  Busters  for  a  shar'e 
of  the  take.  Those  failiu-es  aside,  Holly- 
wood remains  undaunted,  figuring  it  has 
no  peers  when  it  comes  to  separ'ating 
kids  from  their  quar-ters. 

By  Lunnj  Armstrong  in  Los  Angeles 


STRATEGIES 


HOW  G.D.  SEARLE 
GOT  OFF  ITS  SICKBED 

New  managers  and  products  gave  the  drugmaker  new  lifei 


LABS  ARE  HUMMING 


For  almost  a  decade, 

G.D.  Searle  &  Co.  .   ,       ^      ,   ,  , 

was  Monsanto  Co.'s  At  last,  Searle  has  five 

unloved   stepchild,  promising  remedies  in 

Acquir-ed  by  the  St.  Louis  f^^^j  testing.  Although 

chemrcal  maker  in  1985, 


the  unit  could  still  be 


Although  mdustr'y  conso 
dation  means  Searle  cmi 
still  be  sold,  the  eariii 
talk  of  a  fire  sale  li; 
mostly  given  way  to 
sear'ch  for  acquisitions  oi 
joint  ventiu'e  to  give  S<  ;i 


Searle      floundered — so 

much  so  that  when  Robert  sold  off,  earlier  talk  of  a  le  needed  bulk. 
B.  Shapiro  took  over  as  fire  Sale  has  died  down        ^0'"  ^  company  tli 


Monsanto's  CEO  in  April, 
1995,  he  faced  sharp  pressure  from  in- 
vestors to  dump  the  subsidiary.  But 
with  few  buyers  in  sight,  Shapiro  had 
little  choice  but  to  hang  on  to  the  trou- 
bled drugmaker. 

Instead,  Shapiro  gave  the  unit  thr'ee 
years  to  shape  up — and  it  looks  mor'e 
and  mor'e  as  if  he  made  the  right  call.  "I 
had  some  questions  about  whether'  Sear'le 
could  be  competitive,"  Shapiro  says.  "But 
it  has  definitely  become  more  attractive 
for'  us  to  keep  it."  Today,  Searie  is  shap- 
ing up  as  Monsanto's  most  improved  as- 
set, thanks  to  new  managers  and  scien- 
tists and  a  market  focus  narrowed  to  a 
handftil  of  therapeutic  fields. 
COMATOSE.  Already,  the  moves  have 
helped  squeeze  new  ch-ugs  out  of  Searle's 
once  empty  pipeline,  and  five  pr-omis- 
ing  drugs,  set  to  hit  the  mar'ket  in  the 
coming  three  year's,  are  in  final  testing. 


was  once  written  off  : 
moribund,  it's  a  welcome  change.  Tl 
Skokie  (111.)  outfit  had  for  many  ye;i 
come  up  empty-handed  in  the  labt 
causing  headaches  for  Monsanto,  whi 
had  spent  a  hefty  $2.7  bilhon  for  Sear 
With  few  new  pr'oducts,  the  drug  ur 
racked  up  several  bad  quarters  in  t 
ear'ly  1990s,  culminating  in  a  $288  m 
lion  oper'ating  loss  in  1992. 

But  last  year,  Searie  had  estimat 
earnings  of  $200  million  on  sales  of 
billion,  or  15%  of  Monsanto's  $1.3  billi( 
in  ear-nings  and  22%  of  its  $9.2  billion 
revenues.  Together  with  the  str'ong  pel 
for-mance  of  such  agriculture  products 
the  her'bicide  Roundup,  that  help 
Monsanto's  stock  neariy  triple,  to  abo 
37,  in  the  past  two  year's.  "The  turi 
around  at  Searie  is  one  of  the  key  u 
der'pinnings  of  our  substantial  inves 
ment  in  Monsanto,"  says  Thomas 
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Introducing 

CFO  Vision 


THE  POWER  TO 

FIGURE  IT  OUT. 


EClSIONS  ARE  TOUGHER. 


ME  IS  CRITICAL. 


ESOURCES  ARE  LEANER. 


NDTHE  BUCK  STOPS  WITH  YOU 


HYPE  JUST  WON'T  CUT  IT  ANYMORE. 


Stop  crunching  and  start  analyzing.  With 
CFO  Vision  you  can  visualize  your  business 
interactively... and  gain  control  of  informa- 
tion to  spot  opportunities  and  risks  faster 
than  ever  before.  Reengineer  the  entire 
process  of  financial  consolidation,  reporting, 
and  analysis. .  .as  you  accelerate  the  flow 
of  information  to  decision  makers  at  every 
level  of  your  organization. 

With  the  click  of  a  mouse: 

■  Understand  the  facts  beyond  the  figures. 

■  Improve  timeliness  and  availability  of 
business  reporting. 

■  Analyze  every  "slice"  of  your  business — 
from  branch  profitability  to  product  cost 
analysis — in  any  currency. 

Pov^erful,  award-winning  data  warehousing, 
OLAP,  graphics,  and  EIS  capabilities  are  all 
included  in  one  fully  integrated,  easy-to-use 
solution.  It's  all  yours  from  one  vendor; 
SAS  Institute,  with  a  proven  track  record 
for  continuous  innovation  and  reliable 
support  at  more  than  29,000  organizations 
worldwide. .  .including  the  Fortune  100. 

For  a  free  preview  of  CFO  Vision, 
just  give  us  a  call  or  send  us  E-mail 

at  bw@sas.sas.com 


91/ 


919.677.8200    Fax  919,677.4444  www.sas.com/vision/ 


SAS  is  a  registered  trademark,  and  CFO  Vision  a  trademark, 
of  SAS  Institute  Inc  Copyright  ©  1996  by  SAS  Institute  Inc 


To  keep  Caravan  looking  good  at  any  angle,  ^NThtpCK  anti-lock 

we  use  a  highly  protective,  eight-step  finishing  process  brakes  brakes 
hat  includes  a  full-body  powdered  anti-chip  primer  coat 
and  two  separate  clear  coat  applications. 


Available 
anti-lock  brakes 

and  traction 
control  give  you 

extra  control 

when  braking 
and  steering  on 

slick  surfaces. 


Features 
you're  sure  to 
appreciate... 


Caravan 's  available  remote 
keyless  entry  works  up  to  23  feet 
awax.  And  it  includes  a  personal 
alarm  system  that  can  also  be 
activated  by  remote  control. 


Caravan 's  available 
all- wheel-drive  system  features 
an  inter-a.xle  viscous  coupling 
that  automatically  gives 

more  torque  to  the 
rear  wheels  as  needed. 


P 

i 

c 

1 

When  we  redesigned  Caravan  we  rounded 
the  comers  for  a  more  aerodynamic  shape, 
and  still  found  a  way  to  get 
32  more  cubic  feet  of  room  inside. 


iif'if''"*. 


Gloves,  maps  and  such  can  go  in 
Caravan  '.v  lilt-out  glove  box. 
And  sonic  models  have 
handy  door  pockets  for 
additional  storage. 


ge  Caravan  is  hacked 
'  Customer  One  Care™ 
vecu-  or  36,000-mile 
■to-bumper  warrant}'  and 
Roadside  Assistance* 
ill  more  information, 
1-800-4-A-DODGE 
'isit  our  Web  site  at 
//wwwAadodge.com 


trntntx  &  restru  him\  at  your  deiild 
al  mauik'nufu  c  uiul  nrar  Hems 


Carpet  pile  - 
Mass  hack  barrier  - 


Absorber  - 

Bake-on-mastic  -  X 
Sheet  metal  -  ' 


To  keep  things  nice  and  quiet, 
we  offer  carpeting  that's 
backed  by  three 
layers  of  sound 
insulation. 


Caravan^  The  New  Dodgt 
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Malley,  a  portfolio  manager  at  Janus 
Capital  Corp.,  which  owns  more  than  8 
million  shares. 

This  is  not  to  say  that  Seai'le's  prob- 
lems are  over.  The  company  still  lacks 
the  broad  product  line  and  scale  of 
such  rivals  as  Merck,  Johnson  &  John- 
son, and  Glaxo  Wellcome — critical  in  a 
consolidating  industry.  And  years  of 
skimpy  investment  have  saddled  Mon- 
santo with  big  R&D  bills  to  make  Sear- 
le  competitive. 

The  longtime  head  of  NutraSweet 
Co.,  Monsanto's  artificial-sweetener  unit, 
Shapiro  became  Monsanto's  president 
and  chief  operating  officer  in  1993. 
Wlien  he  stepped  up  to  the  CEO's  job  in 
1995,  Shapiro  began 
to  refocus  the  diver- 
sified chemical  com- 
pany into  a  business 
diiven  by  agiicultural 
chemicals,  biotechnol- 
ogy, food  additives, 
and  pharmaceuticals. 
He  sold  Monsanto's 
plastics  business  to 
Bayer  AG  for  $580 
million  in  December, 
1995,  while  the 
planned  spin-off  of 
most  of  its  $3  billion 
chemical  unit  should 
take  place  later  this  year. 

Still,  when  Shapiro  started  cleaning 
house,  the  biggest  problem  he  found 
was  Searle.  Other  than  Calan  SR,  a 
blockbuster  hypertension  drug  licensed 
ft'om  Knoll  Pharmaceutical  Co.,  little  of 
value  had  emerged  fi*om  Searle  in  more 
than  two  decades.  That  left  it  depen- 
dent on  one  major  product,  a  few  off- 
patent  dings,  and  virtually  nothing  of 
promise  under  development.  The  result: 
When  Calan  sr's  patent  ran  out  in  1992, 
an  onslaught  of  generic  competition  sent 
Searle's  revenues  tumbling  11.1%,  to 
$1.23  billion.  "Most  of  our  critics  wrote 
us  off,"  says  Searle  ceo  Richard  U.  De 
Schutter,  a  20-year  Monsanto  veteran 
who  moved  to  Searle  in  late  1994  to 
clean  up. 

"SHOOT  LOSERS."  To  fix  up  Searle's  labs, 
Shapu-o  installed  PWlip  Needleman,  cliief 
scientist  with  the  parent  company,  as 
head  of  r&d.  Needleman  refocused  the 
labs  on  cardiovascular,  anti-inflammatory, 
and  oncology  drugs,  eliminating  any 
projects  that  didn't  fit.  "You've  got  to 
shoot  losers  in  the  head  early,"  he  says. 
"So  we  began  killing  early  and  often." 
But  Needleman  also  persuaded  Mon- 
santo to  uj)  Searle's  i"esearch  budget  to 
ensure  that  expiring  patents  would  be 
replaced  with  new  dl^lgs. 


NEW  DRUGS  IMPROVE 
SEARLE'S  HEALTH 


'90    '91    '92    '93    '94    '95    '96  ;97 

A  MILLIONS  OF  DOLURS  tST, 
DATA:  COMPANY  REPORTS,  NATWEST  SECURITIES  CORP 


The  effects  soon  kicked  in.  The  in- 


creased spending  helped  Searle  quickly 
roll  out  two  new  compounds  in  19ijlj 
that  few  had  high  hopes  for:  Ambien,  if 
insomnia  drag,  and  Daypro,  a  once- 
day  arthritis  treatment.  Daypro,  wil 
1996  sales  expected  to  hit  $283  millio 
has  replaced  Calan  SR  as  Searle's  to  ' 
selling  product.  Ambien's  sales  haiil 
jumped  to  an  estimated  $280  million; 
giving  it  a  leading  position  in  the  slee 
aid  market. 

BASIC  FLAWS.  There's  more  on  the  wa 
Searle's  most  widely  anticipated  pha  i'b 
maceutical,  an  anti-inflammatoiy  call*  4 
Celecoxib,  is  scheduled  to  hit  the  mark 
in  1999.  It  will  compete  in  the  $8  biUii' 
market  for  rheumatoid  arthritis  and  0  ' 
teoporosis  treatment  nil 
The  drug  "could  1, 
the  real  gold  mine  f  ^ 
Searle,"  says  Edwajoi;; 
R.  Pykon,  an  analy,i;j. 
at  Nat  West  Securiti 
Corp.  in  New  York."^''' 
But  if  its  labs  aiin  ' 
humming,  Searle  sti^'ii 
struggles  with  son 
basic  flaws.  In  199  lln 
its  estimated  opera  ipr 
ing  mai'gins  were  10"  jp, 
compared  with  25 
on  average  for  the  i  'PP 
dustry,  according  [R'^ 
Nat  West.  Driving  the  high  costs  are  RJi.. 
charges  equal  to  20%  of  sales — twi  '''^ 
those  of  rivals — and  a  legacy  of  unde  )V  1 
investment.  Small  size  is  another  pro  if(  1 
lem.  In  a  rapidly  consolidating  indu' 
try,  some  investors  wonder  if  Sear^' 
has  the  muscle  to  sustain  long-ter 
gi-owth.  That  means  a  sale  oi"  a  merg 


could  still  happen,  though  the  timi 


t,fl 


remains  premature.  "It  might  be 
soon  to  sell  Searle,"  says  Janus'  M^pi 
ley.  "Margins  and  revenues  aren't  y  [  [j 
what  they  can  be."  If  Searle  were  to 
back  on  the  block,  analyst  Richard 
Stover  of  Stover  &  Associates,  a  Stai 
ford  (Conn.)  investment  research  fii 
specializing  in  phannaceuticals,  estimat 
that  it  could  fetch  roughly  $6.5  billioi 
Still,  he  and  other  industiy  analys 
believe  Monsanto  is  more  likely  to  sear 
for  a  joint-ventui'e  to  add  bulk  to  Searl 
product  mix  and  distribution  than  to  S' 
it  off.  "Searle  would  only  do  a  deal  th 
expands  the  scope  of  its  phaiTnaceuti^ 
business,"  says  Stover.  While  Monsan_ 
won't  comment,  De  Schutter  concedil) 
that  Searle  must  gi-ow.  "We  definite  k 
face  an  issue  of  size  and  scale,"  I 
Schutter  says.  "We  very  much  have 
dealmaking  mentality."  But  for  the  fii 
time  in  yeai-s,  Monsanto  is  holding  a  fa 
ly  sti'ong  hand. 

Bt/  Run  Stodghill  II  in  Skokie,  I 
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Sponsdred  by  JBA  and  IBM 

JBA  is  a  world  leader  in 
integrated  business  software 
solutions. 

For  your  copy  call:  (800)  441-4768 
http://www.jbaxntl.com/2000.htm 


ireater  security 
or  your  retirement  starts 
Miin  solid  performance  today. 


HOW  $10,000  INVESTED  12/31/86 
WOULD  HAVE  GROWN 


HOW  $10,000  INVESTED  6/30/<)3 
WOULD  HAVE  GROWN* 


ihoose  from  three  superior  T.  Rowe  Price  mutual 

unds  for  your  IRA.  One  of  the  toughest  decisions 
itirement  investors  face  is  finding  a  mutual  fund  that  offers 
le  potential  for  solid  performance  over  the  long  term.  As 
ou  know,  even  a  small  improvement  in  your  average  annual 
iturn  today  can  significantly  increase  your  retirement 
icome  tomorrow,  especially  in  a  tax-deferred  account, 
'hat's  why  you  should  consider  one  of  our  top -performing 
lutual  funds  for  your  IRA. 

Iquity  Income  Fund  seeks  substantial  income  and 
)ng-term  capital  appreciation  by  investing  in  stocks  of 
stablished  companies  paying  above-average  dividends.  It 
lay  be  appropriate  for  retirement  investors  interested  in 
rotecting  purchasing  power  and  cushioning  assets 
gainst  inflation  and  volatility. 

ilue  Chip  Growth  Fund  pursues  long-term  capital 
ppreciation  by  investing  in  established  companies  with 
trong  market  positions  in  growing  industries.  It  may  be 
ppropriate  for  retirement  investors  primarily  seeking 
rowth  while  preserving  capital. 

lid-Cap  Growth  Fund  seeks  long-term  capital  appreciation 
y  investing  in  medium-sized  companies  with  attractive 
rowth  prospects  and  proven  operating  histories.  It  may  be 
ppropriate  for  retirement  investors  seeking  above-average 
apital  appreciation  and  wilHng  to  incur  short-term  volatility 
ssociated  with  more  aggressive  investments. 

"ransferring  made  easy.  Our  knowledgeable  retirement 
pecialists  make  it  easy  to  transfer  your  IRA  assets  to 

Rowe  Price.  $1,000  minimum  investment  (per  fund)  for 
RAs.  No  sales  charges. 

Call  24  hours  for  a  free  IRA  investing  kit  and  a  prospectus 

1-800-541-8467 


fl  Equity  Incdinc  Fund 

^  Lippcr  Equity  Income  Funds 

Average 

$30,8,^2  

HOW  $10,000  INVESTED  6/30/92 
WOULD  HAVE  GROWN' 


■  Mid-Cap  Growth  fund 
El  Lipper  Mid  Cap  Funds  Average 


h 1 1 p://www.  trowepiicc.cum 


Invest  With  Confidma- 

TRoweR-ice 


i0%,17.08%,  and  14.46%  arc  I'.quily  Income  Fund's  average  annual  rclurns  for  the  I  -,  and  l()-\car  pchods,  respectively,  ;ls  dI'  1 18.85%.  13.60%,  and  11.63% 
rie  recorded  Lipper  E(|nit\'  Income  I'unds  Average  returns  for  the  same  periods.  Chart  shows  total  return  from  12/31/86  to  12/31A)(i, 

75%  and  21.10%  are  Blue  Chip  Growth  Fund's  average  annual  returns  for  the  1-  and  3-year  i)eriods,  respectively,  as  of  12/31A)6. 19-24%  and  15.23%  were  the  recorded 
Growth  Funds  Average  retimis  for  (he  same  periods.  Chart  shows  total  reliu'n  h'om  (i/3()A)3  to  12/31A)6, 

.84%  and  20.84%  are  Mid-Cap  (irowtli  Fund's  average  annual  reliu'ns  for  the  I  -  and  3-year  periods,  respectively,  a.s  of  12/31A)6. 17.92%  and  14.70%  were  the  recorded 
Mid  Cap  Fluids  Average  returns  for  the  same  periods.  Chart  shows  total  retiu-n  from  (i/3l)A)2  to  12/3 1  A)() 

s  include  changes  in  princi|);d  value,  reinvested  dividends,  and  capital  gain  distributions.  Investment  retm'n  and  principal  value  will  vaiy  and  shares  may  be  worth  more  or  less  at 
plion  than  at  original  piirch;Lse. 

'fformance  cannot  guarantee  future  results.  Read  the  prospectus  carefully  before  investing.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor  irao^i  ini 


New  York  Is  Now  qo  Minutes 
Closer  To  Paradise. 


54  holes  of  championship  golf 

Indoor  and  outcoor  tennis 

Mountain  biking 

Whitewater  rafting 

Horseback  riding 

Trap  and  skeet  shooting 

Falconry  Academy 

Jogging  and  hiking  trails 

Fly  fishing 
• 

OUTDCX3R  AND  INDOOR 
SWIMMING  POOLS 
• 

Spa,  mineral  baths  and  salon 

Live  music  and  dancing 

Gourmet  Cooking  Classes 
• 

Supervised  Children's 
Programs 


Via  non-stop  USAir  jet  service  direct  from 
NY  LaGuardia,  you  can  be  enjoying  more 
than  50  activities  at  our  luxurious 
6,500'acre  mountain  paradise. 

Vacation  packages,  including  breakfast  and 
dinner  daily,  begin  at  $206* 

Children  17  and  under  stay  free  when  sharing 

THEIR  parents'  ROOM  AND  RECEIVE  COMPLIMENTARY 
BREAKFAST  AND  DINNER  LMILY. 

For  RESERVATIONS  AND  INFORMATION,  CALL 

(800)  793-3254  or  see  your  travel  consultant 


Americas  Resort 


White  Sulphur  Springs,  West  Virginia  24986 
http://www.greenbrier.com 

.      A  member  c 


.      A  member  of  A*  i\. 

Ui^Je^Un^otelsoftlKfWorld' 


'Ralei  are  daily  per  pcnon.  douhli  occupancy,  mcluding  accommodamm.  hreakjasi  daily  in  the  Main  Dining  Room,  and  dmner  daily  m  eilher  the  Mam  Dinmg  Room  or  Sam  Snend'i  at  The  Golf  Club. 
Packages  subject  to  availability  and  must  be  booked  prior  to  arrival  May  not  be  used  in  group  booking.  Service  charge  and  tax  adHttiormi  Airfare  not  ituiudeiL 
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Viee  President  and  CFO 
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15.  Kenneth  West 
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n  a  business  environment  of  rapid  ciians2;e,  the 
ionship  between  the  C^FO  and  key  company 
^holders  is  critical  to  corporate  success.  Managing 
iholders'  various  and  often  conflicting  agendas  is  an 
)ing  challenge  for  today's  CFOs.  How  can  these 
ionships  be  leveraged  to  gain  a  competitive  and 
egic  advantage? 

Fo  find  out,  join  Business  Week  and  the  CFOs  of  the 
)n's  largest  corporations  at  this  premier  annual  e\  ent. 
't  miss  this  chance  to  get  the  latest  strategies  for 
CSS  directly  from  the  leaders  who  have  imlocked  the 
ntial  in  their  organizations. 


Keynote  speaker. 


lulwLird  \'.  RcKan 

Piiliex  Advisor 

Jerome  I. ivy 

Feonomn  s  Institute 

Hiird  Cidleiif  'The  Honorable 

(ieorge  Bush 
President  of  the 
I  'lilted  States,  1 989- 1 993 

Presented  in  association  with: 

American  International  Group,  Inc. 
IBM  Credit  Corporation 
KPMG  Peat  Marwick  LLP 
Milliman  &  Robertson,  Inc. 
SAS  Institute  Inc. 

For  registration  information  on  the 
6tli  Annual  Business  Week  Forum 
of  Ciiief  Financial  Officers: 

Please  call  (800)  821-1329. 

Attendance  is  limited  to  (il^'Os  of  leadinj^ 
national  and  worldw  ide  companies. 
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Personal  Business 


EDITED  BY  TODDI  GUTNER  

IT  MUST  HAVE  BEEN 
SOMETHING  I  ATE 


The  trots,  the  colly- 
wobbles, and  gilt  gi"af- 
fiti  are  euphemisms  for 
what  food  poisoning  really 
is — pure  hell.  "At  first  you're 
afraid  you're  going  to  die, 

and  then   

you're  afraid 
you  won't," 
says  Dn  Julie  Miller  Jones,  a 
nutrition  professor  at  the  Col- 
lege of  St.  Catherine  in  St. 
Paul,  Minn.,  and  author  of 
Food  Safety. 

No  one  knows  for  sure 
how  many  people  are  stricken 
with  food-bome  illness  eveiy 
year;  but  the  Centers  for  Dis- 
ease Control  estimates  that 
more  people  end  up  clutch- 
ing their  tummies  after  a 
tainted  meal  annually  than 
catch  the  common  did.  And 
some  9,000  died  from  food 


HEALTH 


poisoning  last  year,  according 
to  a  study  by  the  Council  of 
Agricultural  Science  &  Tech- 
nology in  Ames,  Iowa.  As  a 
result.  President  Clinton  ear- 
marked $43  million  in  his 
1998  budget 
to  improve 
food  safety. 
The  problem  is  not  limited 
to  the  deadly  outbreaks 
caused  by  raw  oystei-s  and 
unpasteiuTzed  apple  juice  that 
have  been  in  the  news  lately. 
Such  incidents  "represent 
only  a  small  piece  of  the  pie," 
says  Dr.  Kate  Glynn,  an  epi- 
demiologist with  the  CDc's 
food-borne  illness  branch. 
Food  poisoning  is  a  gi'eater 
threat  today  than  it  was  10 
years  ago,  because  Americans 
consume  more  "handled,"  or 
prepared,  meals  and  choose 


fresher  foods  devoid  of 
preservatives,  which  are 
more  likely  to  be  adulterated, 
says  Glynn.  Although  the 
bacteria  and  other  pathogen- 
ic varmints  that  cause  food 
poisoning  are  often  impossible 
to  detect  without  a  micro- 
scope and  bacterial  culture, 
careful  food  selection  and 
preparation  can  I'educe  the 
risk  of  infection. 
BURGER  BUGS.  Of  course, 
anything  raw  or  unpasteur- 
ized is  more  likely  to  contain 
gut-wrenching  germs,  but 
also  remember  that  the  more 
hands  and  surfaces  that  touch 
a  food,  the  higher  the  risk  of 
contamination.  Ground  beef, 
for  example,  passes  through 
many  blades,  blenders,  and 
fingers  diu'ing  processing,  in- 
creasing the  chances  of  pick- 


ing up  a  disease-causing 
crobe.  Conversely,  stes 
has  only  two  sides  e;-' 
posed  to  a  carving  topi^^ 
or  someone's  hand  ^ 
That's  why  it's  impo  ' 
tant  to  cook  a  har^''-' 
biu-ger  thoroughly  (u  i'^ 
til  the  inside  is  brov^'i" 
and  the  juices  rv"' 
clear)  to  kill  any  lur  *' 
ing  organisms,  whi  = 
it's  0.  K.  to  eat  a  stei  ^* 
rare  as  long  as  the  e:  * 
terior  is  adequate!!'' 
seared.  s, 
Also  risky  are  diW^ 
'  favorites  that  invoh^t 
lots  of  chopping  ai* 
mixing,  such  as  tun  If 
[jotato,  and  chicken  ssIm 
ad.  "People  used  'i!) 
blame  the  mayonnaii  i. 
when  they  got  sick  fro  k 
these  things,  but  it's  tide- 
fact  that  they  ai'e  highmi! 
handled  that  increases  tl  I'fi 
likelihood  that  bacteria  w  k  ' 
find  its  way  onto  the  food"' 
says  Jones.  And  it  doesrtk 
matter  how  reputable  tlie* 
restaurant  or  market  is,  b'tw 
cause  it  only  takes  one  eiJ8-i 
ployee  with  unwashed  hani  iif 
or  who  forgets  to  clean  tii 
knife  to  make  you  sick.  mi 
Since  only  the  feaiful  feie| 
will  completely  forsake  easi 
ing  out  or  taking  out,  chooi  sii- 
established  places  that  hansi 
loyal  customers  or  are  co  tiei 
sistently  busy.  No  one  rek 
ommends  or  returns  to  ')<■ 
restaurant  or  deli  that  ma(  lirj 
them  sick.  Furthermore,  tal  k 
a  look  in  the  bathroom.  Is  ft: 
clean?  Is  there  plenty  «i 
soap?  A  well-kept  bathroo  ena 
often  indicates  a  well-kejft 
kitchen.  lin 
Food  temperature  is  also  p.. 
concern.  Hot  foods  should  1  kt 
piping  hot,  and  cold  foo(  for 
should  be  near  freezing,  it 
not,  don't  eat  them.  Bett(,I: 
for  you  to  send  it  back  Hf 
the  kitchen  than  have  yoi  ej,; 
stomach  send  it  back  to  yo  in;: 
Bacteria  and  other  foois 
borne  pathogens  thrive  b  t : 
tween  40F  and  140F.  Ther  le- 
fore,  keeping  foods  eithot  - 
hotter  or  colder  than  thei  «  ; 
temperatures  is  essential  la, 
preventing  illness.  Defroija: 
foods  in  the  refi'igerator,  nl 
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le  counter,  and  reheat 
/ers  until  they  bubble, 
or  steam.  When  food 
)ing,  buy  perishable  gro- 
s  last  and  put  them 

first — especially  meat 
lairy  pi'oducts. 
Iditionally,   be  careful 

dealing  with  lai'ge  quan- 

of  food  that  do  not  heat 
ol  unifoiTnly.  For  exam- 
a  big  pot  of  chili  or 
letti  sauce  might  be  hot 
Id  enough  on  the  edges 
1  bacteria,  while  the  cen- 
;  just  right  for  the  little 
ers  to  thrive.  So  beware 
its  of  vittles  at  buffets 
5alad  bars.  It's  better  to 
e  things  into  portions 

enough  to  cool  or  heat 
Jy  and  evenly.  Further- 
'.,  don't  be  shy  about 
ng  extremely  hot  food 
iestined  for  immediate 
imption  in  the  fridge.  If 
relrigerator  was  made 
n  the  past  thi'ee  decades, 
a  take  the  heat  and  will 
things  off  quickly  enough 
•event  a  gastrointestinal 
ter. 

IB-A-DUB.  When  playing 
never  baste  raw  meat 
the  sauce  it  marinated 
nd  don't  put  food  back 
le  plate  it  was  on  before 
IS  cooked.  Keep  track  of 
sils,  too.  Tongs  used  to 
raw  hamburger  patties 
le  grill  shouldn't  be  used 
.ke  them  off  again  when 
're  done.  And  as  for 
ting  turkeys,  cook  the 
ing  separately.  The  cavi- 
■  the  bird  acts  like  an  in- 
ed  petri  dish  for  gi'owing 
3ria  if  packed  with  moist 
when  it's  raw.  Addition- 
keep  your  fingers  out  of 
Dot.  Sampling  food  before 
horoughly  cooked  is  ask- 
for  trouble.  This  is  true 
■ake  and  cookie  batter  as 
If  this  takes  all  the  fun 
of  baking,  use  pasteur- 
egg  products, 
inally,  cleanliness  is  key, 
!cially  when  handling 
1  foods  without  preser- 
ves. "Wash  all  fruits  and 
stables  prior  to  eating, 
wash  your  hands  with 
'  and  hot  water  both  be- 
and  after  you  touch  any 
I  of  raw  food,"  says 


How  to  Avoid  the  Collywobbles . . . 

•  Be  suspicious  of  unpasteurized  and  raw  foods 

•  Go  to  busy  delis  where  food  is  likely  to  turn  over  more 

•  Avoid  deli  items  like  tuna  salad  if  at  room  temperature 

•  Cook  hamburger  until  the  center  is  brown  and  juices 
run  clear 

•  Defrost  food  in  the  refrigerator,  not  on  the  counter 

•  Reheat  leftovers  until  they  bubble,  sizzle,  or  steam 


•  Buy  perishables  last  and  put  them  away  first 

•  Don't  baste  meat  with  its  marinade 


•  Don't  taste  food  until  it's  thoroughly  cooked 

•  Scrub  hands  with  soap  and  hot  water  when  handling 
raw  food 

•  Wash  produce  even  if  it  has  a  throwaway  peel 

. . .  What  to  Do  if  You  Get  Them 

•  Drink  four  ounces  of  clear  liquids  every  hour 

•  Avoid  over-the-counter  antidiarrheal  medications 


•  Introduce  bland  foods  in  small  quantities  after  a  day 
or  two  on  clear  liquids  and  diarrhea  and  vomiting  has 
stopped;  continue  for  24  hours 

•  Eat  according  to  desire,  but  stay  away  from  hard-to- 
digest  dairy  products 

DATA.  BUSINESS  WEEK 


Glynn.  Even  give  produce 
with  throwaway  peels  and 
rinds  a  good  rinse,  because  a 
knife  has  to  go  through  it  to 
get  to  the  edible  part  inside. 
Really  scrub,  too,  and  make 
sure  to  remove  any  jewelry, 
which  can  harbor  tummy- 
tiuTiing  toxins.  Use  the  same 
rigor  when  cleansing  coun- 
ters, utensils,  and  chopping 
boards.  (It  doesn't  matter  if 
the  boards  are  wooden  or 
plastic,  as  long  as 
they're  appropriate- 
ly sanitized.)  Fur- 
thermore, use  wash- 
able rags  and  cloths 
for  cleaning  rather 
than  bacteria-friendly 
sponges  that  can't 
take  a  disinfecting 
trip  to  the  laundry. 

What  if,  despite 
these  precautions,  a 


Symptoms  vary  from  cramps 
and  diarrhea  to  fever,  chills, 
and  vomiting.  Most  people 
will  suffer  acutely  for  12-48 
hours  but  will  be  all  right  if 
they  take  care  to  prevent  de- 
hydration, says  Dr.  Sheldon 
Jacobson,  chairman  of  emer- 
gency medicine  at  New 
York's  Mt.  Sinai  School  of 
Medicine.  He  recommends 
slowly  drinking  at  least  four 
ounces  of  a  clear  juice  (apple 


juice,  for  example)  hourly  to 
replenish  lost  fluids  and  es- 
sential electrolytes,  but  no 
solid  foods.  Consult  a  doctor 
immediately  if  it's  difficult  to 
keep  fluids  down,  vomiting  or 
diari'hea  is  near  constant  for 
more  than  two  hours,  or 
there  is  bloody  diarrhea. 
Don't  delay.  Such  symptoms 
could  be  indications  of  a  life- 
threatening  pathogen  that 
can  penetrate  intestinal  lin- 
ings to  damage  the  kidneys, 
cause  meningitis,  or  trigger 
neurological  disorders. 
"BRAT"  DIET.  Assuming  that 
your  food  poisoning  is  not 
mortally  dangerous  (though 
it  may  feel  like  it),  continue 
on  a  clear-liquid  diet  until  the 
vomiting  or  diarrhea  sub- 
sides. Most  physicians  advise 
food-poisoning  victims  against 
using  over-the-counter  an- 
tidiairheal  remedies  so  as  not 
to  inhibit  the  body  from 
flushing  out  the  offending 
germs.  After  a  day  or  so  on 
clear  liquids,  introduce  bland 
foods  in  small  quantities.  Dr. 
Christopher  Stevens,  a  gas- 
troenterologist  and  assistant 
professor  of  medicine  at  Har- 
vai'd  Medical  School,  suggests 
a  "brat"  diet  of  bananas,  rice, 
applesauce,  and  toast.  Pota- 
toes and  saltine  crackers  are 
also  good  bets.  If  all  goes 
well  for  another  24  hours, 
"eat  what  you're  hungiy  for," 
says  Stevens,  although  it's 
wise  to  avoid  dairy  products, 
which  are  difficult  to  digest. 
If  you're  still  not  quite  right 
after  four  days,  see  a  doctor: 
A  colly  shouldn't  wobble  that 
long.  Kate  Murphy 


Where  to  Turn 


CENTER  FOR  SCIENCE  IN 
THE  PUBLIC  INTEREST 

1875  Connecticut  Ave., 
Suite  300;  Washington,  D.C. 
20009;  202  332-9110 
Books  and  literature  about  safe 
food  and  keeping  food  fresh 

PUBLIC  VOICE  FOR  FOOD  & 


FOOD  &  DRUG  ADMINISTRATION 

(FDA) 

5600  Fishers  Lane,  Rockville, 
Md.  20857;  301  827-4420 
Brochures  about  food-borne  illness 


AGRICULTURE  DEPT.  (USDA) 

14th  Street  and  Independence 

„^  ,^  Ave.,  S.W.,  Washington,  D.C. 

food-borne  bug  finds    H_EALTH  POLICY   20250;  800  535-4555  (Meat 

1 101  l4th  Street,  N.'w.,  and  Poultry  Hotline) 

Suite  710,  Washington,  D.C.  Publications  on  safe  food  issues 
20005;  202  371-1840 

Brochure  on  seafood  safety  mk.  business  week 


its  way  mto  your 
gastrointestinal  tract? 
The  onset  of  illness 
can  be  anywhere 
from  1  to  96  hours. 
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Personal  Business 


AOL  ISN'T  THE  ONLY 
CONNECTION  IN  TOWN 


During  a  recent  tele- 
cast of  a  New  York 
Rangers  hockey 
game,  commentator 

John  Davidson  suggested  that 
the  Rangers  defense  was  eas- 
ier to  get  into 
than  America 
Onhne.  In  a  cartoon  that  ran 
in  the  Hartford  Courant  and 
Newsweek,  a  mummy  is 
shown  staring  at  aol  on  a 
computer  screen.  An  archae- 
ologist quips:  "He's  still  get- 
ting a  busy  signal." 

America  Offline,  as  wags 
have  tagged  it,  has  become 
the  butt  of  many  jokes.  But 
endless  busy  signals  are  no 
laughing  matter  to  owners  of 
small  businesses  who  bank  on 
AOL  for  E-mail  and  to  ferret 
out  customers  in  cyberspace. 

A  quick  recap:  aol's  trou- 
bles began  in  December,  after 
the  company  switched  most 
of  its  subscribers  from  a 
monthly  fee  based  on  hourly 
charges  to  unmetered  $19.95 
flat-rate  pricing,  aol  was  un- 
prepared for  a  surge  of  us- 
age. Members  who  no  longer 
were  "on  the  clock"  stayed 
connected  and  shut  out  oth- 
ers who  had  hoped  to  log  on. 
Frustrated  users  filed  class 
actions,  and  aol  offered  re- 
bates and  credits,  but  the 
busy  beeps  will  linger  awhile. 
SLOW  GOING.  You  might  want 
to  ride  out  the  storm.  It's 
surely  a  hassle  to  alert  cus- 
tomers that  your  E-mail  has 
changed,  and  you  may  be 
pleased  with  aol's  ease  of 
use  and  content.  And  with  8 
million  subscribers,  aol  has 
the  largest  base  to  tap  into. 
Moreover,  changing  sei-vices 
doesn't  necessarily  mean 
you'll  be  home  free.  At  times, 
I've  encountered  repeated 
busy  signals  trying  to  log  on 
to  the  Microsoft  Network, 
thougli  nowhere  near  as  often 
as  with  aol.  And  although 
the  newly  revamped  MSN 


COMPUTERS 


looks  swanky,  the  service, 
which  also  costs  $19.95  a 
month  for  unlimited  access, 
can  be  slow,  especially  when 
downloading  E-mail. 

Indeed,  mail  problems  can 
stiike  anywhere.  A  business 
WEEK  reader  recently  wrote 
in  to  complain 
that  it  took  days 
for  E-mail  he  sent  over  at&t 
WorldNet  to  reach  its  desti- 
nation. But  the  reader  didn't 
learn  about  the  delay  until 
clients  called  to  complain,  at&t 
admitted  the  problem  after 
the  subscnber  phoned  to  fol- 
low up.  Still,  there's  one  big 
plus  to  going  with  the  tele- 
com giant:  If  you  sign  up  by 
Mar.  31  and  you're  an  AT&T 
long-distance  customer, 
for  one  year  you  can 
get     five  free 


houi's  a  month  on  WorldNet, 
after  which  you'll  pay  $2.50 
an  hour.  The  regular  plan 
costs  a  flat  $19.95  a  month. 

Beyond  price,  customer 
service  is  a  key  factor  in 
choosing  among  the  many 
companies  that  provide  ac- 
cess to  the  Net.  PC  World's, 
Februai-y  issue  published 
reader  survey  results  on  a 
dozen  Internet  service 
providers,  or  isPs.  Readers 
were  asked  about  theii"  over- 
all satisfaction,  how  easy  it 
was  to  get  connected,  and 
how  helpftil  and  available  the 
technical  support  staff  was. 
IBM  Internet  Connection 
earned  a  sterling  A+  cus- 
tomer-satisfaction gi-ade,  fol- 
lowed by  m:\  Internet,  Mind- 
Spiing,  and  SpryNet  (all  B+). 
But  MSN  and  WorldNet  both 
got  C+,  and  aol  and  Compu- 
Serve only  Ds.  Netcom 
trailed  with  a  D-. 

My  own  experience  with 
CompuServe    has  been 
quite  positive. 
E-mail  has 


Other  Avenues  to  the  I-Way 

SERVICE  COMMENTS 

COMPUSERVE   ;  Reliable  online  service  with  a  number  of  high- 
888  668-2879  ;  caliber  business  forums.  But  costlier  than  most. 

MICROSOFT      Offers  hip  graphics  and  Business  Know-How 
NETWORK        forum.  But  mail  service  is  sluggish,  and  it 
800  373-3676    requires  Wmdows  95. 

MINDSPRiNG    ;  Boasts  friendly  software,  numerous  pricing 
800  719-4664    plans,  and  typically  five  megabytes  of  space  for 
setting  up  a  Web  page. 

PSINET  Business-only  service  offers  variety  of  local-area- 

800  827-7482    network  and  high-speed  ISDN  connection  plans. 

DATA  BUSINESSWEEK 


been  reliable,  and  I  usual 
get  tlii'ough,  though  that  m; 
be  because  the  service  is  le 
popular  than  aol.  Like  AC 
MSN,  and  Prodigy  Intern* 
CompuServe  is  a  commerc 
online  service  that  offers  pi 
prietary  content  in  addition 
direct  Internet  access.  Coi 
puSei-ve  recently  upgr-aded 
software,  and  the  servi 
boasts  the  strongest  lineup 
databases  and  discussion  i 
eas  for  business,  includii 
Working  From  Home,  Selli 
Online,  and  Business  Manag 
ment  forums.  But  Coi 
puSei've  is  also  more  expe 
sive  than  its  rivals:  Its  bas 
plan  is  $9.95  per  month,  whi 
gives  you  five  hours.  Aft 
that  you'll  fork  over  $2.95 
horn-.  And  some  databases  a 
ly  hefty  surcharges. 
BASICS.  Of  course,  mai 
businesses  merely  covet  d 
pendable  Internet  pipelim 
They  don't  need,  or  arei 
willing  to  pay  for,  the  ext 
fare  commercial  online  se 
vices  offer.  Most  likely,  yi 
won't  have  to  worry  abc 
busy  signals  when  using 
reputable  local  Intern 
provider,  though  at  aroui 
$25  per  month,  these  litt 
guys  may  cost  a  tad  more, 
you  travel  a  lot,  you  ra: 
want  to  employ  a  nation 
service  that  provides  eith 
a  lai-ge  roster  of  local  phoi 
numbers  nationwide,  or 
long-distance  service,  f 
which  you'll  usually  pay 
surcharge.  Atlanta-bas< 
MindSpring,  for  instanc 
charges  $7.50  an  hour  for  i 
800  service,  on  top  of  tl 
regular  access  cha*'ges. 

Your  business  may  ha 
othei'  requirements.  PsiN( 
a  business-only  ISP,  is  amoi 
the  companies  that  provi( 
high-speed  Integrated  Servi 
Digital  Network  (iSDN)  ai 
leased  Ti  lines,  help  connec 
ing  a  computer  network,  ai 
assistance  setting  up  a  W 
page.  These  services  start 
around  $145  a  month.  But  f 
most  people  who  condu 
commerce  over  the  Intemf 
the  basics  are  what  count 
making  a  successful  conne 
tion  and  avoiding  the; 
dreaded  beeps.  Edward  Bo 


Everybody  knows  network  computing  is  hot. 
Industry  analysts  know  that  Tivoli  Systems  is  red  hot. 


<^ 

Tivoli  customers  know  that  Tivoli  software  can  dmmatically  reduce 
the  cost  of  managing  network  computing.  Now  that's  wicked  hot. 


You  know  that  network 
computing  technologies  such  as 
chent/server,  intranets  and  Java 
are  revolutionizing  the  world  of 
corporate  computing.  Which  is 
why  Tivoli's  TME  10"  manage- 
ment solution  is,  well,  hotter 
than  a  chili  pepper  in  Texas,  our 
home  state.  It's  the  software  that 
manages  netweirk  computing. 

With  IBM  behind  us,Tivoli 
had  a  record  year  in  1996  and 
an  explosive  4th  quarter.  In  the 
Americas.  Europe.  Everywhere. 
TME  10  sales  in  December 
a/one  exceeded  Tivoli's  total 
revenue  for  the  previous  year. 


Wliich  makes  Tivoli  one  of  the 
most  dramatic  growth  stories  in 
the  entire  software  industry. 
Ever. 

Is  it  because  Tivoli  provides 
the  best  technology  for  man- 
aging networks,  systems  and 
applications  across  all  major 
computing  platforms  —  MVS'," 
UNIX,  Windows  NT,  NetWare, 
Windows  and  others  —  from 
data  center  to  the  desktop? 

Is  it  because  Tivoli  has 
literally  built  an  industry 
around  TME  10  —  allowing 
customers  to  choose  compatible 
products  from  more  than  350 


leading  vendors  in  our  10/PIus 
Association? 

Or  is  it  because  the 
resources  of  IBM  allow  us  to 
deliver  our  unique  management 
solution  worldwide,  with  unpar- 
alleled service  and  support? 

Answer:  It's  all  of  the 
above  —  and  more! 

In  1997,  as  more  and  more 
companies  around  the  globe 
embrace  TME  10,  look  for  Tivoli 
to  get  hotter  -  and  knock  the 
competition  cold.  To  find  out 
why  Tivoli  is  hotter  than  a  billy 
goat  in  a  pepper  patch,  visit  our 
Website  at  www.tivoli.com. 


Managing  Network  Computing.  The  Smart  Way. 


Tivoli  and  TME  10  are  tr.idemarlcs  of  Tivoli  Systems,  Inc.  IBM  is  a  registered  trademark  of  International  Business  Machines  Corporation.  UNIX  is  a  registered  trademark  in 
the  United  States  and  other  countries,  licensed  exclusively  through  X/Open  Company  Limited.  Windows  and  Windows  NT  are  registered  trademarks  or  trademarks  of  Microsoft  Corp. 
All  other  company  and/or  product  names  are  trademarks  or  registered  trademarks  of  their  respective  companies.  ©  1997  Tivoli  Systems,  Inc. 
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e  fleet  is  one  of  the  younges 
in  the  sky.  The  mechanics  trainj 
longer  than  some  doctors.  It's  | 
nice  to  see  an  airline  take  such| 
good  care  of  itself. 


Accrue  or  redeem  miles  in  either  Lutthansa  Miles  &  NJore 
or  United  Mileage  Plus®  when  you  fly  on  Lufthansa  flights 
or  flights  operated  by  our  global  partner,  United  Airlines. 


siness  Week  Index 


DUCTION  INDEX 


Tange  from  IdSt  week;  -U  1'.' 
lange  from  last  year:  9.2% 


PRODUCTION  INDEX 

Feb.  1=136.2 
1992=100 


Feb.  June  Oct  Feb. 

1995  1996  1996  1997 

3  index  IS  a  4-week  moving  average 

production  index  dipped  during  the  week  ended  Feb.  1.  Before 
lation  of  ttie  four-week  moving  average,  tfie  index  fell  sharply,  to  135.5, 
136.9  in  the  previous  week.  On  a  seasonally  adjusted  basis,  auto  and 
production  were  down  quite  a  bit.  Electric  power  and  crude-oil  refining 
jt  increased  in  the  week.  For  the  entire  month  of  January,  the  index 
I  at  135.5,  up  modestly  from  a  135.1  reading  in  December. 

tduction  index  copyright  199?      Thp  McGr.^//-Hill  Companies 


ING  INDICATORS 


CK  PRICES  (2/7)  S&P  500 

LATEST 
WEEK 

789.56 

WEEK 
AGO 

786.16 

YEARLY 
%  CHG 

21.5 

PORATE  BOND  YIELD.  Aaa  2/7) 

7.34% 

7.48% 

6.8 

JSTRIAL  MATERIALS  PRICES  (2/7) 

109.2 

107.8 

-0.7 

INESS  FAILURES  (1/31) 

NA 

NA 

NA 

L  ESTATE  LOANS  (1/29)  billions 

NA 

NA 

NA 

lEY  SUPPLY.  M2(i/27)  biihons 

$3,857.8  $3,856.2r 

5.0 

lAL  CLAIMS,  UNEMPLOYMENT  (2/1)  thous 

325 

337 

-11.4 

xes:  Standard  &  Poor's,  Moody's.  Journal  of  Commerce  (inde 
adstreet  (failures  of  large  companies),  Federal  Reserve,  Labor 

X:  1990=100),  Dun 
Dept 

tEREST  RATES 

ERAL  FUNDS  (2/11) 

LATEST 
WEEK 

5.07% 

WEEK 
AGO 

5.18% 

YEAR 
AGO 

5.09% 

IMERCIAL  PAPER  (2/12)  3  month 

5.40 

5.43 

5.12 

TIFICATES  OF  DEPOSIT  (2/12)  3  month 

5.36 

5.40 

5.45 

ED  MORTGAGE  (2/7)  30  year 

7.89 

8.05 

7.29 

USTABLE  MORTGAGE  (2/7)  one  year 

5.74 

5.83 

5.39 

ME  (2/11) 

8.25 

8.25 

8.25 

rces:   Federal  Reserve,  HSH  Associates,  Bloomberg  Financial  Markets 


PRODUCTION  INDICATORS 


STEEL  (2/8)  ttious.  of  net  tons 

LATEST 
WEEK 

2,033 

WEEK 
AGO 

2,019# 

YEARLY 
%  CHG 

2.3 

AUTOS  (2/8)  units 

126,932 

126,347r# 

-4.1 

TRUCKS  (2/8)  units 

128,273 

130,948r# 

8.5 

ELECTRIC  POWER  (2/8)  millions  of  kilowatt-hrs. 

NA 

66,073# 

NA 

CRUDE-OIL  REFINING  (2/8)  thous.  of  bbl./day 

13,235 

13,711# 

-2.8 

COAL  (2/1)  thous.  of  net  tons 

20,248# 

19,950 

14.8 

LUMBER  (2/1)  millions  of  ft. 

507. 3# 

487.2 

29.2 

RAIL  FREIGHT  (2/1)  billions  of  ton-miles 

26. 4# 

26.1 

11.9 

Sources:  American  Iron  &  Steel  Institute,   Ward's  Automotive  Reports,  Edison  Electric 
Institute,  American  Petroleum  Institute,  Energy  Dept.,  WWPAi.  SFPA2,  Association  of 
American  Railroads 

PRICES 

GOLD  (2/12)  $/troy  oz. 

LATEST 
WEEK 

337.700 

WEEK 
AGO 

343.400 

YEARLY 
%  CHG 

-16.2 

STEEL  SCRAP  (2/7)  #1  heavy,  $/ton 

146.50 

131.00 

1.4 

COPPER  (2/7)  «/lb. 

110.8 

111.1 

-8.5 

ALUMINUM  (2/7)  c/ib 

77.5 

77.8 

3.3 

COTTON  (2/8)  strict  low  middling  1-1/16  in.,  e/lb 

70.86 

71.27 

-13.6 

OIL  (2/11)  $/bbl. 

22.42 

23.62 

18.6 

ORB  FOODSTUFFS  (2/11)  1967=100 

235.18 

234.28 

0.8 

ORB  RAW  INDUSTRIALS  (2/1 1)  1967=100 

343.47 

340.27 

5.5 

Sources:  London  Wednesday  final  setting,  Chicago  market,  Metals 

mdtket,   NYMEX,  Commodity  Research  Bureau 

Week.  Memphis 

FOREIGN  EXCHANGE 

JAPANESE  YEN  (2/12) 

LATEST 
WEEK 

123.83 

WEEK 
AGO 

123.37 

YEAR 
AGO 

105.76 

GERMAN  MARK  (2/12) 

1.68 

1.65 

1.47 

BRITISH  POUND  (2/12) 

1,63 

1.64 

1.54 

FRENCH  FRANC  (2/12) 

5,68 

5.56 

5.05 

ITALIAN  LIRA  (2/12) 

1649.0 

1622.7 

1583.2 

CANADIAN  DOLLAR  (2/12) 

1,36 

1.34 

1.38 

MEXICAN  PESO  (2/12) 

7.790 

7.820 

7.540 

TRADE-WEIGHTED  DOLLAR  INDEX  (2/12) 

104.3 

103.2 

96.3 

Sources:  Maior  New  York  banks  Currencies  expressed  in  units  per  U  S  dollar, 
except  for  British   pound  in  dollars    Trade-weighted  dollar  via  J  P  Morgan 


V  data  in  the  production  indicators  are  seasonally  adjusted  in  computmg  the  BW  index  (chart):  other  components  (estimated  and  not  listed)  include  machinery  and  defense 
oment.   1-Western  Wood  Products  Assn.       2=Southern  Forest  Products  Assn.         3=Free  market  value       NA=Not  available       r=revised       NM=Not  meaningful 


THE  WEEK  AHEAD 


SUMER  PRICE  INDEX 

nesday,  Feb.  19,  8:30  a.m. est  >■  Con- 
3r  prices  of  all  goods  an6  services  prob- 
increased  by  0.3%  in  January,  accord- 

0  the  median  forecast  of  economists 
3yed  by  mms  International,  one  of  The 
raw-Hill  Cos.  That's  the  same  consider- 
gam  posted  in  December,  but  it  mostly 
cts  higher  food  and  energy  prices, 
le-oil  prices,  however,  have  started  to 

1  lower  in  February,  so  prices  of  gas 
heating  oil  may  drop  by  spring.  Exclud- 
:he  volatile  food  and  energy  sectors, 

prices  probably  increased  by  0.2%  last 
th,  after  edging  up  0.1%  in  December, 
all  of  1995,  total  consumer  prices 
aased  by  3,3%,  the  first  time  in  six 


years  that  inflation  picked  up.  Core  prices, 
hovi/ever,  rose  just  2.5%  in  1995.  That 
annual  gam  equaled  the  1994  rate  as  the 
smallest  inflation  rate  since  1965. 

INTERNATIONAL  TRADE 

Wednesday.  Feb.  19,  8:30  a.m. est  ^  Jhe 
MMS  survey  expects  that  the  trade  deficit  for 
goods  and  services  widened  to  about  $9.5 
billion  in  December,  after  the  gap  narrowed 
sharply  to  $8  billion  in  October  and  $8.4 
billion  in  November.  The  Commerce  Dept.'s 
numbers  on  foreign  trade  in  the  fourth 
quarter  added  more  than  two  percentage 
points  to  economic  growth  at  yearend.  In 
the  first  quarter,  however,  trade  usually 
becomes  a  drag  on  growth,  probably  reflect- 


ing inaccurate  seasonal  adjustments.  For 
December,  exports,  which  rose  to  a  record 
in  November,  probably  edged  lower. 
Imports,  up  0.8%  in  November,  increased 
again  in  December. 

HOUSING  STARTS 

Thursday,  Feb.  20,  8:30  a.m.ESTP-  New 
home  construction  probably  stood  at  an 
annual  rate  of  1.4  million  in  January,  says 
the  MMS  median  forecast.  That  would  be 
5%  above  the  1.33  million  started  in 
December,  but  about  even  with  the  average 
of  the  entire  fourth  quarter.  Cold  weather 
and  flooding  probably  dragged  down 
December  building  activity.  Starts  in  the 
West  plunged  29%  for  the  month. 


This 

Week, 

Online 

Business  Week  presents 
frequent  live  conferences 
and  chats  on  America 
Online-your  opportunity  to 
ask  questions  about  fea- 
tures from  the  magazine. 


<-■ 


Sunday 

A  few  companies  lead  the 
way  in  moving  women  into 
executive  suites — among 
them  Motorola.  VP  Roberta 
Gutman  will  be  online  with 
BW's  Linda  Himelstem  to 
discuss  the  Feb.  17  Cover 
Story.  Feb.  16 
9  p.m.  EST  in  the  Globe 


I 

I 

I  Monday 

What's  the  best  software  for 
your  office?  Ask  BW's 
Technology  &  You  columnist 
Stephen  H.  Wildstrom. 
Feb.  17 

8  p.m.  EST  in  the 
BW  Enterprise  Chat  Room 

Wednesday 

You  &  Your  Health:  All  the 
latest  on  cancer  from  Dr. 
Michael  Reiss  of  the  Yale 
Cancer  Center  (rescheduled 
from  Feb.  12),  Feb.  19 
7  p.m.  EST  in  the  CoNseum 


Transcripts  of  all  conferences 
are  available  for  downloading 
from  the  BW  Online  area  on  AOL 
soon  after  each  event 

A 

AM  E  P,;C  A 


For  a  free  trial  diskette 
including  50  free  hours  on 
AOL,  call  1-800-641-4848 
and  mention  Business  Week. 


Index  to  Companies 

This  index  gives  the  starting  page  for  a  story  or 
feature  with  a  significant  reference  to  a  company 
Most  subsidiaries  are  indexed  under  their  own  names. 
Companies  listed  only  in  tables  are  not  included. 


ABC  94 

Adobe  Systems  (ADBE)  100 
Aegis  Consumer  Funding 

(AGAR)  118 
AIG{AIG)  112 
AirMedia  Liue  106 
Alamo  Rent-A-Car  88 
Allmerica  Financial  (AFC)  122 
American  Securities  40 
America  Online  (AOL)  40,94,104, 

144 

Amoco  (AN)  94 
Apollo  Leasing  112 
Apple  Computer  (AAPL)  46, 120 
Arlen  Communications  40 
Armstrong  World  Industries 
(ACK)  34 
AT&T(D  30.144 
AutoNation  USA  88 

B 


BackWeb  Technologies  94,100.106 

Ballantine  Books  123 

Bank  Pacific  112 

Bamey's  122 

BAT  Industries  (BTI)  122 

Bayer  134 

BBDO  Worldwide  8 

Ben  &  Jerrys  (BJICA)  94 

Ber1(eley  Systems  106 

Bemstein  (Santord  C)  39 

Blockbuster  Entertainment  88,130 

Boeing  (BA)  30 

Boston  Properties  6 

Bnstol-Myers  Squibb  (BMY)  127 

Bntish  Airways  (BAB)  52 

Broadcom  127 

Burger  King  65 


Cable  &  Wireless  (CWP)  52 
California  Federal  Bank  (CAL)  6 
CalPERS  38,  120 

Cariton  Communiciations  (CCTVY)  6 
Carvel  65 

Cathay  Pacific  Airways  52 
CBS  85. 106 

CellularVision  Technology  127 
Centennial  Technologies  (CTN)  46 
CGIP  50 

Challenger  Gray  &  Christmas  30 
Charlotte  Motor  Speedway  85 
Cho  Hung  Bank  112 
Chrysler  (C)  10,34.42 
Circuit  City  Stores  (CO  88 
Citicorp  (CCD  112 
CMP  Publications  100 
CNFT(CNWK)  94 
CNN  100 

Compaq  Computer  (CPQ)  100 

CompuServe  94, 104, 144 

Connected  22 

Corel  (COSFF)  94 

Cowen  130 

Cyber  Promotions  104 


DaueS  Busters  130 
Daytona  International  Speedway  85 
Dean  Witter  (DWD)  30 
DelTaco  65 

Denver  Investment  Advisors  122 
Digital  Equipment  (DEC)  100 
Direct  Broadcast  Satellite  (DBS)  122 
DirecTV  110 
Dow  Jones  (DJ)  110 
DreamWorfis  SKG  130 


DRI/McGraw-Hill  (MHP)  36 
Driver's  Mart  Worldwide  88 
DuPont(DD)  127 
Duquesne  Capital  46 
DynaGen  8 


EarthWeb  100 
EchoStar  Communications 
(DISH)  110 
EIS  International  22 
Enron  (ENE)  56 
Ernst  i  Young  88 
Extended  Stay  America  88 

F 


Fidelity  Investments  122 
Finance  One  Public  112 
First  Analysis  Securities  88 
Fleming  (FUM)  120 
Flonda  Panthers  88 
Ford(F)  34,46,88, 122 
Friedmann  &  Rose  8 
Fruit  of  the  Loom  (FTL)  94 
FuiiBank  112 

G 


Gayiord  Entertainment  39 
General  Motors  (GM)  34. 42, 88, 94, 
106,110 

GKN(Gm)  65 
Glaxo  Wellcome  (GLX)  134 
Global  Village  22 
Goldman  Sachs  6, 112 
Granada  Group  6 
Greenhaven  Associates  122 
Gucci  Group  (GUC)  122 


Hanbo  Group  112 
Hannuri  Salomon  Secunties  1 1 2 
Hard  Rock  Cafe  60,130 
Harrah's  Entertainment  10 
Harvard  Management  60 
HBO  (TWX)  40 

Hewlett-Packard  (HWP)  22.  94 
Hilton  Hotels  (HLT)  46. 130 
HOB  Entertainment  60 
Honda  (HMC)  34 

Hongkong  &  Shanghai  Banking  52 
HSBC  James  Capel  112 
Hughes  Electronics  110 


IBM  (IBM)  34,46,120,144 
lEG  88 

IFusion  Com  94, 100 
Industnai  Bank  of  Japan  112 
Intel  (INTO  6. 46 
Inter-Fas  Consultants  10 
InterMedia  Partners  46 
Intermind  106 
International  CableTel  6 
Investcorp  International  122 
i-Stat(STAT)  127 
indTD  46 

Iwerks  Entertainment  (IWRK)  130 


Jani-King  International  65 
Janus  Capital  110, 134 
Jayhawk  Acceptance  118 
Johnson  &  Johnson  (JNJ)  10, 134 
Johnson  Controls  46 
Josephthal  Lyon  &  Ross  122 
Jupiter  Communications  94 


KDP  Investment  Advisors  6 
KFC (PEP)  65 
Knight-Ridder  (KRI)  100 
Knoll  Pharmaceutical  134 
Kofax  Image  Products  22 
Korea  Development  Bank  112 
Korea  Exchange  Bank  112 
Korea  First  Bank  112 


Lands'  End  (LE)  94 
Liberty  Mutual  Insurance  10 
Long-Term  Credit  Bank  of 
Japan  112 

Lotus  Development  (IBM)  94 
Lucent  Technologies  (LU)  44 
Lutheran  Brothertiood  Opportunity 
Growth  Fund  (LUOGX)  110 

M 


Mail  Boxes  Etc.  (MAIL)  65 
Maksima  8 
Manmba  94, 100, 106 
Marvel  Entertainment  (MRV)  6 
McAfee  22 

McDermott  Will  &  Emerv  44 
McDonald's  (MOD)  85 
McGraw-Hill  (MHP)  147 
MCKMCIC)  144 
Meineke(GKN)  65 
Mellon  Bank  (MEL)  122 
Merck  (MRK)  134 
Mercury  Finance  (MFN)  118 
Mercury  Mail  104 
Merrill  Lynch  (MER)  6,  36,  65, 88 
Miami  Dolphins  88 
Microsoft  (MSFT)  22,34,40,94, 
100,104,110,144 
filidas  International  65 
MindSpring  144 
MinXRay  127 
Mitsubishi  Motor  46 
MMS  International  (MHP)  147 
Mobil  (MOB)  65 
MobilOneAsia  122F 
Modem  Media  94 
Monsanto  (MTC)  134 
Motorola  (MOT)  44 

N 


National  Rental  Car  88 
NationsBank  (NB)  94 
NatWest  Securities  (NW)  134 
Naugles  65 
NBA  106 

Nellcor  Puiitan  Bennett  (NELL)  127 
Netcom  144 
NETdelivery  100 
Netscape  Communications 
(NSCP)  94,100,104,106 
New  Horizons  Advertising  65 
New  Media  Communications  127 
New  York  Rangers  144 
News  (NWS)  6. 110 
Nextrend  88 
NFL  85 

Nichei  Finance  112 
Nippon  Credit  Bank  112 
Nissan  88 
Novell  (NOVL)  22 
NutraSweet  (MTC)  134 


Ogiivy  &  Mather  Worldwide  94 
Olympic  Financial  (OLYM)  118 

P 


PepsiCo  (PEP)  65 
Pfizer  (PEE)  94 
Physics  Engineering  10 
Picker  International  34 
Planet  Hollywood  130 
Playboy  Enterprises  (PLA)  122 
PointCast  94. 100, 106 
Portland  Trail  Blazers  8 


Postal  Instant  Press  65 
Power  (J.D.)  88 
PrimeStar  Partners  110 
Procter  &  Gamble  (PC)  8, 85 
Prodigy  Services  (IBM)  94, 144 
Provident  Investment  Counsel  I 
PsiNet  144 

Putnam  Investments  122 


V. 


Reebok  International  (RBK)  120 
Regional  Financial  Associates 
Rent  Net  94 
Republic  Industries  88 
RJR  Nabisco  (RN)  85  ^ 
Rubin  Organization  8 


Saks  Holdings  (SKS)  122 
SakuraBank  112 
Samsung  8,  94 
Searle  (CD )  (MTC)  134 
Sears  (S)  30,120 
Secunty-Ccnnecticut  (SRC)  122  | 
Sega  Enterprises  130 
Sharper  Image  (SHRP)  100 
Shearman  &  Sterling  6 
Siemens  8 
Smith  Barney  40 
Somprasong  Land  112 
Sony(SNE)  130 
Southwest  .Airlines  (LUV)  15 
Sports  Marketing  Enterpnses  8 
SpryNet  144 
Starbucks (SBUX)  130 
Starwave  8,94 
Stover  &  Associates  1 34 
Stride  Rite  (SRR)  120  . 
Sun  Microsystems  (SUNW)  85,  i  lli 
T  i. 


Technology  Transfer  127 
Tele-Communications  ffCOM)  4f  tt 
3Com  (COMS)  46 
Tiffany  (TIF)  122 
Time  (TWX)  94 
Times  Mirror  (TMC)  100 
TotalTel  8 

Toyota  ffOYOY)  10,34 
21st  Centurv  Venture  Partners  9 
U 


UBS  Securities  44 
Unilever  50 
United  Auto  Group  88 
United  Technologies  (UTX)  34 
Universal  Studios  130 
Unocal (UCL)  59 
UNUM(UNUM)  122 
US  Home(UH)  122 
USSB(USSB)  110 
USWeb  94 


VenlureOne  94 
VF  (VFC)  46 
Viacom  (VIA)  88,130 
Virtual  Vineyard  94 
Volvo  8 

W 


Walt  Disney  (DIS)  38.60,120, 
Wayfarer  Communications  94 
WCI  Steel  46 
Weather  Channel  94, 100 
Wellington  Management  122 
Westinghouse  Electric  (WX)  39 
Wheeling  Pittsburgh  Steel  46 
WHX  46, 88 
WMX{WMX)  46 


1 


YahooUYHOO)  106 
Yankee  Group  94, 110 
Young  &  Rubicam  8 

Z 


ZDNet  94 
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Lvestment  Figures  of  the  Week 


%  change 


&P  500 

b.    Aug.    Feb.  Feb.E-12 


780 

770 


week  change       1 -week  change 

'2.5%  +3.1% 


MMENTARY 

ecord-shattering  week  on 
II  Street,  which  saw  the 
jor  market  indexes  rise  to 
time  highs  on  Feb.  12.  On 
t  day,  the  Standard  & 
r's  500-stock  index  rlimbed 
points  to  close  at  803, 
rcing  the  800  mark  for  the 
t  time,  and  the  Dow  Jones 
ustrial  average  climbed  103 
nts  to  close  at  6962,  also  a 
ord.  Strong  earnings  expec- 
lons  propelled  the  market, 
t  the  bond  market  was 
id,  as  investors  showed 
kluster  demand  for  10-year 
asury  notes  at  the  auction 
Feb.  12. 


U.S.  MARKETS 

Latest 

Week 

Year 

Dow  Jones  Industrials 

6961.6 

3.2 

24.3 

NASDAQ  Combined  Composite 

1359.0 

0.8 

24.1 

S&P  MidCap  400 

265.7 

1.6 

17.0 

S&P  SmallCap  600 

146.0 

-0.1 

17.8 

S&P  SuperComposite  1500 

171.9 

2.9 

20.8 

SECTORS 

Latest 

%  change 
Week  Year 

Bloomberg  Information  Age 

249.4 

2.7 

18.1 

S&P  Financials 

92.5 

4.2 

37.6 

S&P  Utilities 

200.0 

1,3 

-6.5 

262  6 

2.3 

21.1 

FOREIGN  MARKETS 

Latest 

%  change 
Week  Year 

London  (FT-SE  100) 

4304.3 

0.5 

15.5 

Frankfurt  (DAX) 

3216.1 

3.8 

32.5 

Tokyo (NIKKEI  225) 

18,410.0 

1.2 

-12.1 

Hong  Kong  (Hang  Seng) 

1 3,462.6 

-1.4 

19.6 

Toronto (TSE  300) 

6165.4 

0.9 

22.1 

Mexico  City  (IPC) 

3802.6 

4.1 

28.9 

FUNDAMENTALS 

Latest 

Week 
ago 

Year 
ago 

S&P  500  Dividend  Yield 

1.84% 

1.84% 

2.10% 

S&P  500  P/E  Ratio  (Last  12  mos. 

20.6 

20.6 

18.9 

S&P  500  P/E  Ratio  (Next  12  mos. 

)*  16.7 

16.6 

NA 

First  Call  Earnings  Revision* 

-0.41  % 

-0.2  % 

NA 

TECHNICAL  INDICATORS 

Latest 

Week 
ago 

Reading 

S&P  500  200-day  average 

698.1 

694.8 

Positive 

Stocks  above  200-day  average  70.0%  71.0%  Neutral 
Options:  Put/call  ratio  0.62       0.54  Positive 

Insiders:  Vickers  Sell/buy  ratio       1.76       1.78  Positive 

Data:  Bloomberg  Financial  Markets;  *First  Call  Corp. 


BEST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Savings  &  Loans 

16.6 

Shoes 

98.0 

Shoes 

16.4 

Semiconductors 

81.8 

Defense  Electronics 

15.6 

Oil  &  Gas  Drilling 

71.1 

Money  Center  Banks 

15.3 

Money  Center  Banks 

51.8 

Trucking 

15.0 

Personal  Loans 

49.6 

WORST-PERFORMING 

Last 

Last  12 

GROUPS 

month 

% 

months  % 

Oil  &  Gas  Drilling 

-14.9 

Gold  Mining 

-20.4 

Oil  Exploration  &  Prod. 

-13.4 

Broadcasting 

-17.6 

Communications  Equip. 

-7.1 

Trucking 

-17.4 

Oil-Weil  Equip.  &  Svcs. 

-5.7 

Steel 

-15.7 

Aluminum 

-^.8 

Restaurants 

-14.6 

BLOOMBERG  MONEY  FLOW  ANALYSIS 


Rebound  ahead?  Stocks  with  most 
significant  buying  on  price  weakness 

Price 

1-month 
change 

IBM 

145 'A 

-18% 

Motorola 

63 '72 

-2V4 

Ascend  Communications 

60  ^'8 

-aVs 

Exxon 

101 5/8 

-1  V2 

Read-Rite 

26% 

-2% 

Caterpillar 

79  V8 

-V4 

Decline  ahead?  Stocks  with  most 
significant  selling  on  price  strength 

Price 

1-month 
change 

Intel 

151^4 

4% 

Microsoft 

98  V2 

14% 

Sun  Microsystems 

33% 

5% 

Amgen 

56% 

3% 

Republic  Industries 

36 

V8 

Dell  Computer 

63% 

2V2 

REASURY  BOND  INDEX 

Jb.    Aug.    Feb.  Feb.  6-12 


;1515 

:  1502.18 
'■  1490 


:-week  change       I  -week  change 
5.7%  -fO.5% 

Bloomberg  Financial  Markets 

fiP'^UO--  ■i.-.ito  U  S  DivetMtied  ^  All  Equity 
ek  total  return         52-week  total  return 


KEY  RATES 


Latest  Week  Year 
week%  ago%  ago% 


BLOOMBERG  MUNI  YIELD  EQUIVALENTS 


MONEY  MARKET  FUNDS 

4.95 

4.96 

5.02 

Taxable  equivalent  yields  on  AAA-rated,  tax-exempt  municipal  bonds, 

90-DAY  TREASURY  BILLS 

5.13 

5.13 

4.93 

assuming  a  31%  federal  tax  rate. 

10-yr.  bond 

30-yr.  bond 

6-MONTH  BANK  CDS 

5.03 

5.03 

4.63 

Latest 
week 

Last 
week 

Latest 
week 

Last 
week 

1-YEAR  TREASURY  BILLS 

5.49 

5.53 

4.80 

GENERAL  OBLIGATIONS 

4.81% 

4.88% 

5.41% 

5.48% 

10-YEAR  TREASURY  NOTES 

6.41 

6.47 

5.61 

PERCENT  OF  TREASURIES 

75.03 

75.53 

80.67 

81.20 

30-YEAR  TREASURY  BONDS 

6.70 

6.75 

6.05 

TAXABLE  EQUIVALENT 

6.97 

7.07 

7.84 

7.94 

LONG-TERM  AA  INDUSTRIALS 

7.17 

7.22 

6.62 

INSURED  REVENUE  BONDS 

4.92 

4.99 

5.64 

5.72 

LONG-TERM  BBB  INDUSTRIALS  7.51 

7.59 

7.02 

PERCENT  OF  TREASURIES 

76.75 

77.26 

84.09 

84.76 

LONG-TERM  AA  TELEPHONES 

7.39 

7.45 

6.96 

TAXABLE  EQUIVALENT 

7.13 

7.23 

8.17 

8.29 

EQUITY  FUNDS 
Leaders 

Four-week  total  return 


Laggards 
%   Four-week  total  return  % 


EQUITY  FUND  CATEGORIES 
Leaders 

Four-week  total  return  % 


Laggards 

Four-week  total  return  % 


American  Heritage 
Lexington  Troika  Russia 
Merrill  Mid.  East/Africa  A 
Vontobel  Eastern  Europ.  Eq. 
Fidelity  Sel.  Brokerage 

Leaders 

52-week  total  return 


32.3  GT  Glob.  Natural  Res.  A  -14.8 

23.4  Fidelity  Sel.  Natural  Gas  -14.6 
11.4  Van  Wagoner  Emerging  Gr  -13.0 
10.2  Van  Wagoner  Mid-Cap  -10.6 

9.5  Pin  Oak  Aggressive  Stock  -10.6 

Laggards 

%  52-week  total  return  % 


Financial 
Latin  America 


5.4  Natural  Resources 
4.7  Technology 


Diversified  Emerging  Markets  4.1  Small-cap  Growth 


Health 

Large-cap  Blend 
Leaders 

52-week  total  return 


3.7  Japan 

1.9  Mid-cap  Growth 


% 


Laggards 

52-week  total  return 


-6.0 
-4.7 
-3.7 
-3.0 
-2.1 

% 


Morningstar,  Inc. 


State  St.  Res.  Glob.  Res.  A 
Interactive  Inv.  Tech  Val. 
Portico  MicroCap  Instl. 
Warburg  Small  Co.  Val.  Com. 
Dakmark  Small  Cap 


63.4  United  Svcs.  Gold  Shares  -44.1 

58.0  Steadman  Technology  Grth.  -38.7 

55.1  DFA  Japanese  Small  Co.  -35.3 
51.1  Fidelity  lapan  Small  Co.  -32.0 
49.4  Van  Eck  Intl.  Inv.  Gold  A  -30.2 


Real  Estate 
Financial 
Latin  America 
Europe 

Natural  Resources 


32.8  Japan 

32.5  Precious  Metals 

24.4  Diversified  Pacific 

23.7  Communications 

21.7  Pacihc  ex-Japan 


-19.5 
-16.9 
-2.3 
3.7 
4.8 


ta  are  as  of  market  close  Wednesday,  Feb.  12,  1997,  unless  ottierwise  indicated.  Industry  ey  flow  analysis,  and  mutual  fund  returns  are  as  of  Feb.  11.  For  a  more  detailed  explanation,  write 
s  include  S&P  500  companies  only.  Fundamentals,  technical  indicators.  Bloomberg  mon-     to  us  or  E-mail  figures@businessweek.com  NA=Not  available  **Vanguard  Index  500  Fund 


Editorials 


AMERICA  TRIUMPHANT:  TOO  SOON  TO  CROW 


It's  time  for  a  hubris  check  for  America.  Chief  executives 
and  Washington  officials  alike  are  busily  striding  the 
globe,  from  Davos,  Switzerland,  to  Osaka,  Japan,  proud- 
ly proclaiming  to  one  and  all  that  "America  has  got  it — and 
you  don't."  On  economic  growth,  the  Internet,  jobs,  profits, 
record  stock  prices,  low  inflation,  the  number  of  personal 
computers  per  capita,  and  budget  balance,  the  message  is 
the  same.  This  1990s  chorus  of  American  triumphalism, 
however  good  it  feels  to  Americans,  is  beginning  to  echo 
Japan's  cocky  tone  of  the  1980s.  America  should  cut  it  out. 
Much  work  remains  to  be  done  in  building  a  prosperous  and 
just  society. 

Not  that  a  good  pat  on  the  back  isn't  in  order.  A  decade 
ago,  who  would  have  thought  that  Corporate  America  would 
have  the  ability  to  remake  itself  and  become  so  competitive 
so  quickly;  that  politicians  would  convert  to  fiscal  discipline 
so  wholeheartedly;  that  information  technology  would  spread 
so  widely;  that  the  workforce  would  adapt  to  the  New 
Economy  so  productively;  and  that  monetaiy  policy  would  be 
managed  so  deftly?  Who  would  have  guessed  that,  in  the 
course  of  the  the  1990s,  the  U.S.  would  win  the  cold  war, 
defeat  aggression  in  the  Persian  Gulf,  stop  the  bloodshed  in 
Bosnia,  and  make  its  own  streets  safer?  It  has  been  one  in- 
credibly successful  decade. 

REBUILDING  THE  SCHOOLS  IS  JOB  ONE 

But  before  America  trips  over  its  own  pride  and  loses  its 
new  geo-economic  momentum,  the  country  must  get  a  grip 
on  what  remains  to  be  done.  There  is  little  question  that 
economic  inequality  is  now  the  No.  1  domestic  problem  fac- 
ing America  and  that  education  is  the  solution.  The  countiy's 
great  transition  from  a  continental,  industrial  economy  to  a 
global,  information-based  economy  plays  to  many  of  Amer- 
ica's strengths:  entrepreneurialism,  pluralism,  mobility,  and 
adaptability.  But  for  that  transition  to  continue,  the  entire 
workforce,  not  just  the  top  half,  must  be  in  a  position  to 
benefit  from  the  New  Economy.  To  participate  in  it  re- 
quires solid  schooling.  So  President  Clinton  is  right  in  using 
his  bully  pulpit  to  push  for  the  estabhshment  of  national 
standards  in  grade-school  math  and  reading.  One  of  the 
saddest  fiascos  of  our  time  is  the  failure  of  state  and  local 
governments  to  educate  America's  children  adequately.  Na- 
tional guidelines  to  spur  local  school  districts  to  improve 
teaching  and  learning  are  a  great  idea. 

Giving  $50  billion  in  tax  credits  to  middle-class  American 
families  for  college,  however,  is  not.  President  Clinton's 
good  intentions  are  misplaced.  It  is  the  K-12  (kindergarten 
through  high  school)  sector  of  the  education  system  that 
sorely  needs  revamping  and  fresh  resources.  U.S.  colleges 
and  universities  are  the  envy  of  the  world,  and  they  remain 
available  to  qualified  students  in  some  form  or  other.  Chn- 
ton's  $50  billion  would  be  better  spent  on  charter  public 
schools,  on  rewarding  master  teachers,  and  on  increased 


funds  on  the  Pell  grants  that  help  the  poor  with  colle; 
costs.  Failing  that,  why  not  simply  offer  the  tax  credits  > 
parents  for  any  level  of  education,  from  first  grade  to  coUe| 
senior?  Let  them  decide  on  their  own  families'  educatioiS 
needs  and  how  to  finance  them.  ' 

HARD  CHOICES  ON  FISCAL  REFORM 

Then  there  are  the  macroeconomic  issues  that  need  to  be  i 
solved.  Maintaining  the  momentum  of  noninflationary  e(, 
nomic  growth  into  the  years  ahead  will  be  impossible  wiii 
out  first  completing  the  job  of  putting  America's  fiscal  hoiT 
in  order.  The  easy  stuff  has  already  been  cut  from  the  bil 
get.  Now,  it's  time  to  tackle  middle-class  entitlements  a;| 
corporate  welfare.  Both  Democrats  and  Republicans  appef 
ready  to  blink  in  the  face  of  popular  pressure.  They'| 
tempted  to  fake  it  by  postponing  tough  cuts,  making  or| 
time  asset  sales  of  government  property,  and  shifti 
Medicare  expenses  from  one  account  to  another. 

The  balanced-budget  bargaining  that  has  ah*eady  begun  i 
Washington  should  have  only  one  outcome.  Most  spendi| 
cuts  should  be  made  in  the  next  three  years,  not  in  the  ne| 
century.  And  real  Social  Security  and  Medicare  refoi'ii 
should  be  made  now,  not  sometime  in  the  vague  futui 
Changes  in  Social  Security  should  include  smaller  cost-of-1 
ing  adjustments,  raising  the  retirement  age,  and  bringing 
public  employees  into  the  system.  Market  incentives  a. 
managed-care  options  are  essential  for  restoring  Medicare  i 
a  firm  financial  footing.  All  this  will  take  more  politM 
courage  than  either  Senate  Majority  Ti'ent  Lott  (R-Miss.)  ^ 
President  Clinton  has  yet  shown. 

A  backlash  against  America's  triumphant  capitalism  is  - 
ready  sthiing.  From  the  left,  William  Greidei"'s  new  book,  01 
World,  Ready  or  Not:  The  Manic  Logic  of  Global  Capitalisl 
argues  that  ft-ee  trade  is  destroying  the  standards  of  livingl 
working  people  everywhere.  From  the  right,  George  Sony 
the  bilHonaire  hedge-fund  trader,  in  an  article  entitled  "T| 
Capitalist  Threat"  in  the  Atlantic  Monthly,  writes  that,  wil 
communism  dead,  the  excesses  of  ft-ee-market  capitalism  as 
the  new  enemy  of  civil  society.  Many  of  Eui'ope's  intellectil 
and  political  ehtes,  both  liberals  and  conservatives,  woip 
agree  with  him.  Indeed,  in  America  free  trade  is  the  hii 
noire  of  not  only  Republican  Pat  Buchanan  but  also  John . 
Sweeney,  president  of  the  afl-cio. 

The  U.S.  has  every  right  to  be  proud  of  its  hard-wi 
economic  achievements.  But  arrogance  about  past  succtSi 
won't  g-uarantee  the  future.  A  broad  consensus  needs  J 
be  built  to  continue  the  drive  toward  an  information-basl 
global  economy.  To  do  that,  benefits  must  accrue  to  all  wi 
participate  productively.  That  means  providing  solid  edu(- 
tion  and  the  ample  opportunities  that  come  with  the  soul 
management  of  macroeconomic  poHcy.  America  will  be  ti 
ly  triumphant  when  more  of  its  citizens  participate  in  t 
economic  miracle  now  unfolding. 
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When  you  need  capital,  no  firm  offers  you  more  choices 
than  J.P  Morgan. 

We're  the  fastest-growing  equity  house  on  Wall  Street. 
A  leader  in  cross-border  and  U.S.  domestic  bond  issues. 
A  global  force  in  syndicated  loons,  high-yield  debt, 
asset-based  finance,  and  private  placements.  And,  as 
advisor  on  some  of  the  largest,  most  complex  mergers, 
acquisitions,  and  divestitures  of  the  1990s,  we're  one 
of  the  most  innovative  financing  strategists  for  any  kind 
of  transaction. 

We  excel  at  supporting  issues  even  in  difficult  markets. 
Reaching  the  right  investors,  anywhere  in  the  world. 
Creating  maximum  flexibility  with  proven  risk  management 
techniques.  Investing  our  own  capital  and  expertise  to 
help  enterprises  grow. 

And  no  one  is  better  equipped  to  guide  you  to  the 
right  market,  because  we're  at  home  in  all  of  them.  At 
J.P  Morgan,  we  don't  just  offer  you  more  ways  to  raise 
capital  We  help  you  find  the  way  that's  best  for  you. 

www.  jpmorgan.com 
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